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; v 75 Camden Mews
Prime Minister London NW19BU
The Rt. Hon. Margaret Thatcher M.P. Telephone 01-267 9444
10 Downing Street Telex 896691

London SW1
31st January 1981

Dear Prime Minister,

Let me first thank you for your hospitality last Monday, I greatly
enjoyed it. I am particularly impressed by the great interest you
showed in the subject and the views expressed. Continually our
overseas customers praise the British ability to innovate, while at
the same time condemning the inneficiency with which we go about it.
As you say, we are not noted for risk-taking, but there is no reason
why this should not change.

Regarding the discussion itself, rarely have I heard such consistent
themes emerge, and in this respect it was a great success. By their
nature, innovators do not usually get together, and the occasion must
have been quite unique. I feel, however, that it would be a great pity
if the initiative were to stop there, and would urge you to continue
e

I enclose my notes made before the meeting, which might of of interest

to ACARD. I am sure that, before any policy can be formulated, there

is a great deal of very useful work to be done in trying to define the
problems of innovators. It is my view that the ACARD report, upon which

our discussions were based, went no way towards this. Since much innovation
is inseparable from design, I have written to the Design Council Director
suggesting that he initiates some research into this area. Should you

feel that this is a good idea, Government encouragement would be very

use ful.

Finally, and at the risk of stating the obvious, it is important to
remember that for every innovator represented last Monday, there must

be thousands who have fallen by the wayside soley through lack of proper
support. It is vital for the future prosperity of this country, that an
effort is made to stop this.

Once again my sincere thanks for your hospitality, and your time.

Yours sincerely,

e

Andrew Smyth

For Amstad Systems Ltd.

Amstad Systems Ltd'

Director: Andrew Smyth

Reg in London No 1088859
Registered Office 822 Portland
Place London WIN 3DH




COMMENTS ON THE ACARD REPORT OF DECEMBER 1980 75 Camden Mews
- London NW19BU

Telephone 01-267 9444
Telex 896691

Firstly, there seems to be great confusion with definitions. There
are (a) small companies, (b) small new companies, and (c) small new
companies with new products. The problems of each of these are significantly
different. In addition there are existing companies who are trying
- to launch new products. We feel that the confusion between these definitions
has led to misunderstanding and it is therefore important to understand
which category one is talking about.

The principal area of difference is in financial return. An investment
made in a new product takes. longer to show a return than an investment
in a new company selling an existing product, This is because, before
actually selling the product, the market has to be established and
proven, and during this time, not only development and tooling expenses
have to be carried, but also overhead and sales expenses. This will
almost invariably result in relatively substantial initial losses for
the company. As an example no matter how suitable a product is for
a particular market, it is likely that potential customers will 1n1t1311y
place only trial orders, which can be disproportionately expensive
to- produce before placzng orders of a more commerc1a1 size.

Secondly, and in view of the above we feel that the ACARD report
‘seriously misrepresents the true situation regarding product innovation,
It does. this in three major ways: l. In overemphasising the true situation
of public organisations such as NRDC, NEB and the DoE. 2. In unscientifically
- representing the comercial worth of potential innovations, and 3. In
misrepresenting the real avallab111ty of venture cdpital within the
UK.

1. The public organisations generally, and inevitably, operate on
bureaucratic principles which is anathema to most innovators. In particular
we feel that, by representing an innovator®s time as without cost,
it seriously underestimates thé real, day-to-day problems which innovators
face. These organisations are generally not the first port of call
of small innovators, for precisely this reason,

2. It is tautological to say that only 1 to 2%of innovations are of
commercial worth, since there is currently no way of ascertaining the
potential of innovations which have not received support, and which
have therefore automatically failed. In contrast, the report states
BSC°s experience showing "a surprisingly high probability of success.

3. ACARD®°s report states, regarding venture capital, that '"There is
increasing interest and genuine competition between institutions in
this field", which in our experience is totally untrue,

In support of this it cites only the VCR newsletter, which, by its own
admission, aranges finance for less than 10 innovations a. year.

i

Amstad Systems Ltd

Director: Andrew Smyth

Reg in London No 1088859
Registered Office 82z Portland
Place London W1N 3DH
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.Becommendat:ions.

We feel that important areas ommitted from the ACARD report, are in
the following areas: 1. Definitions and information about the type of
new company under consideration. 2.The role of the clearing banks, and
3. The general prevailing attitude to new companies.

1. As outlined above, we feel that there is insufficient proven knowledge
of the nature of the problems facing innovators. In particular this
relates to their success in raising initial finance and their subsequent
success in the market place. There is enough information available from
existing sources to provide a more statistically based outline of the
real problem. Apart from government-related organisations, there have
been a number of "Innovation for Industry" competitions, in particular
those sponsored by "The Observer" newspaper and TDC Ltd, to provide a

" very useful source of data. We recommend that a report be produced,
based on this specific information, thereby providing a much sounder
base for any eventual policy decision.

2. Clearing banks are generally the first port of call for any innovator
wishing to establish a business. It is our view that any new service
designed to aid innovation, be supported by the existing "personal"
sevice offered by the banks, with referral procedures where necessary.
Initially we feel that Bank Managers could be better informed about the
existing sources of help. We are aware of current discussion regarding
loan guarantee schemes to help small businesses, but because of the
initial high risk of providing venture capital, and the associated long-
term payback of such investments, feel that a loan scheme would be
unworkable for most innovations. Equlty'part1c1patlon would be a better
way to proceed, and be of more benefit to innovator and investor alike.
We therefore recommend that, along with consideration of a loan-guarantee
scheme, an equity-finance guarantee scheme be also considered. Any such
scheme, because of the risks involved, would inevitably, if regretably, be
government backed.

3. A general atmosphere sympathetic to new products needs also to be
established. Any new venture must inevitably-come into- contact with very

. large organisations of either government or commerce, and these large
organisations are not always predisposed to help. In particular, we feel
that the prevailing attitude that new ideas need to be.'"block-busters"
needs to change., Most new products seem to be measured against this kind
of criterion, (witness ACARD°s reference to the Workmate), and yet
perfectly sound, export-based companies can be established with products
of smaller market potential. In this respect we cannot see how the ACARD
report can so confidently state that a business of 50,000 pounds annual
sales can provide work for only one person. Such a statement seems to
perpetuate the idea that all innovations need to appeal to enormous
markets. Knowing of the success of the Col in publicising British
innovations abroad, we recommend that they look at a similar promotion
or the awareness of British inventions within the UK.
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London SWI
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Dear Prime Minister,

Let me first thank you for your hospitality last Monday, I greatly
enjoyed it. I am particularly 1mpressed by the great interest you
showed in the subject and the views expressed. Continually our
overseas customers praise the British ability to innovate, while at
the same time condemning the inneficiency with which we go about it.
As you say, we are not noted for risk-taking, but there is no reason
why this should not change.

Regarding the discussion itself, rarely have I heard such consistent
themes emerge, and in this respect it was a great success. By their
nature, innovators do not usually get together, and the occasion must
have been quite unique. I feel, however, that it would be a great pity
if the initiative were to stop there, and would urge you to continue
L

I enclose my notes made before the meeting, which might of of interest

to ACARD. I am sure that, before any policy can be formulated, there

is a great deal of very useful work to be done in trying to define the
problems of innovators. It is my view that the ACARD report, upon which

our discussions were based, went no way towards this. Since much innovation
is inseparable from de31gn, I have written to the Design Council Director
suggesting that he initiates some research into this area. Should you

feel that this is a good idea, Government encouragement would be very
useful.

Finally, and at the risk of stating the obvious, it is important to
remember that for every innovator represented last Monday, there must

be thousands who have fallen by the wayside soley through lack of proper
support. It is vital for the future prosperity of this country, that an
effort is made to stop this.

Once again my sincere thanks for your hospitality, and your time.

Yours sincerely,
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Andrew Smyth

For Amstad Systems Ltd.

Amstad Systems Ltd

o~ Director: Andrew Smyth
Reg in London No 1088859
Registered Office 822 Portland
Place London WIN 3DH
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Firstly, there seems to be great confusion with definitions. There

are (a) small companies, (b) small new companies, and (c) small new
companies with new products. The problems of each of these are significantly
different. In addition there are existing companies who are trying

- to launch new products. We feel that the confusion between these definitioms

has led to misunderstanding and it is therefore important to understand
which category one is talking about.

The principal area of difference is in financial return. An investment
made in a new product takes. longer to-show a return than an investment
in a new company selling an existing product. This is because, before
actually selling the product, the market has to be establxshed and
proven, and during this time, not only development and tooling expenses
have to be carried, but also overhead and sales expenses. This will
almost invariably reault in relatively substantial initial losses for
the company. As an example no matter how suitable a product is for
a particular market, it is likely. that potential customers will lnztlally

place only trial orders, which can be dlspr0port10nate1y expensive
to- produce before plac1ng orders of a more commerc1a1 size.

Secondly, and in view of the above, we feel that the ACARD report

‘seriously misrepresents the true situation regarding product innovationm.
It does this in three major ways: l. In overemphasising the true situation

of public organisations such as NRDC, NEB and the DoE. 2. In unscientifically

- representing the comercial worth of potential innovations, and 3. In

misrepresenting the real avallab111ty of venture cdpital within the
UK.

1. The public organisations generally,.and inevitably, operate on
bureaucratic principles which is anathema to most innovators. In particular
we feel that, by representing an innovator®s time as without cost,
it seriously underestimates thé real, day-to-day problems which innovators
face. These organisations are generally not the first port of call
of small innovators, for precisely this reasonm.

2. It is tautological to say that only 1 to 2%Zof innovations are of
commercial worth, since there is currently no way of ascertaining the
potential of innovations which have not received support, and which
have therefore automatically failed. In contrast, the report states
BSC®°s experience showing "a surprisingly high probability of success.

3. ACARD’s report states, regarding venture capital, that "There is

increasing interest and genuine competition between institutions in
this field", which in our experience is totally untrue.

In support of this it cites only the VCR newsletter, which, by its own
admission, aranges finance for less than 10 innovations a year.
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QJe feel that important areas ommittcd from the ACARD report, are in
the following areas: 1. Definitions and information about the type of
new company under consideration. 2.The role of the clearing banks, and
3. The general prevailing attitude to new companies.

1. As outlined above, we feel that there is insufficient proven knowledge
of the nature of the problems facing innovators. In particular this
relates to their success in raising initial finance and their subsequent
success in the market place. There is enough information available from
existing sources to provide a more statistically based outline of the
real problem. Apart from government-related organisations, there have
been a number of "Innovation for Industry" competitions, in particular
those sponsored by "The Observer" newspaper and TDC Ltd, to provide a

"very useful source of data. We recommend that a report be produced,
based on this specific information, thereby providing a much sounder
base for any eventual policy decision.

2. Clearing banks are generally the first port of call for any innovator
wishing to establish a business. It is our view that any new service
designed to aid innovation, be supported by the existing "personal"
sevice offered by the banks, with referral procedures where necessary.
Initially we feel that Bank Managers could be better informed about the
existing sources of help. We are aware of current discussion regarding
loan guarantee schemes to help small businesses, but because of the
initial high risk of providing venture capital, and the associated long-—
term payback of such investments, feel ﬁhgt a loan scheme would be _
unworkable for most innovations. Equity participation would be a better
way to proceed, and be of more benefit to innovator and investor alike.
We therefore recommend that, along with consideration of a loan-guarantee
scheme, an equity-finance guarantee scheme be also considered. Any such
scheme, because of the risks involved, would inevitably, if regretably, be
govermment backed. ‘ ‘ )

3. A general atmosphere sympathetic to new products needs also to be
established. Any new venture must inevitably-come into contact with very

. large organisations of either govermment or commerce, and these large
organisations are not always predisposed to help. In particular, we feel
~that the prevailing attitude that new ideas need to be."block-busters"
needs to change. Most new products seem to be measured against this kind
of criterion, (witness ACARD°s reference to the Workmate), and yet
perfectly sound, expott-based companies can be established with products
of smaller market potential. In this respect we cannot see how the ACARD
report can so confidently state that a business of 50,000 pounds annual
sales can provide work for only one person. Such a statement seems to
perpetuate the idea that all innovations need to appeal to enormous
markets. Knowing of the success of the Col in publicising British
innovations abroad, we recommend that they look at a similar promotion
or the awareness of British inventions within the UK.
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NUMATIC ENGINEERING LTD. BROADWINDSOR ROAD, BEAMINSTER, DORSET DT8 3PR, ENGLAND. TEL: 0308 862062 TELEX: 417150.

CRD/gmr ‘ 30th January, 1981.

The Rt.Hon. Margaret Thatcher, MP, : s
10 Downing Street,
LONDON SWl. .

Dear Mrs. Thatcher,

I have been threatening Jim Spicer for some considerable
time to write to you on the subject of the current economic
situation but each time that I put pen to paper I feel convinced
that it will fall on stony ground and that you are far too busy to
take heed of the thoughts of a small country businessman.

At long last I find that I must put pen to paper, if
only to say that at least I tried to impress upon you and your
government the absolute and utter necessity for some degree of
modification to your existing policies to bring about a change of
direction which I feel sure will be in the long-term best interests
of the country.

Briefly, by way of explanation, we - Numatic International
Ltd. - are a Dorset company employing 130 people, with sales
approaching £5,C00,000 per annum and with a record of exports over
the last seven years of 50% of our production annually.

You may well recall before our entry into the EEC,
businessmen were beseeched to export or die. Our entry into the
EEC, with which I wholeheartedly concur, provided the export
impetus that we needed. The current situation has brought us very .
close to the original position with the exception that now we
export and die. |

Over the past ten years we have invested heavily in
building up export markets and we pride ourselves on being con-
sidered a good supplier overseas. We have been termed by a number
of our customers as a 'different sort of British company'. The
return we are now receiving for all these efforts is to have our
export markets annihilated by the substantial over-valuation of
the sterling pound, to a point where we simply have no possibility
of competing in previously strong overseas market areas and, not
only this, but in addition the tide has substantially turned
within the UK, allowing imported equipment from many European
countries to compete and under-price equipment of our own entirely
due to the artificial exchange rate situation.

/2

Registered Number 773331 England Registered office 2 Knoll Road Camberley Su:rey
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: I fully appreciate that the figures produced with regard
to-our balance of payments may still not endorse what I appear to
be saying, but I think it should be appreciated that such exporting
as is still going on from companies such as our own, is as a result
of the momentum generated during 1980 which does not die immediately
and, secondly, that we are substantially discounting our product
from between 20% to 25% in order to endeavour to sustain some level
of business in the desperate hope that the £.Stg. will reduce to
nearer its original value of one year ago. ‘

The result of the endeavours of what can only be termed
your loyal followers is to maintain a level of exports but at the
same time to destroy the profit base of our very companies which can
only result - if relief is not forthcoming - in the substantial
reduction of these manufacturing units, loss of our export markets
and further unemployment, doom and despondency. I think it should be
appreciated that with the substantial revaluation of the pound, manu-
facturers will not be able to hold on much longer.

As you will know from your statistics, price increases in
many of the European countries over the past twelve months amounted
to between 1% and 3%. We as a company enter 1981 in our export
markets having no price increase on our product at all and, in
addition to this, we are having to discount our sales values by
between 20% and 25% at this minute in time to maintain volume and
keep people employed.

The reason for writing to you is not to bleat as an
inefficient manufacturer of old-fashioned products who cannot
compete on world markets. We are an efficient manufacturer of
modern well-accepted products and through no fault of our own we
can no longer compete on world markets. If the experiences of this
company are the same in many other industries, which I am sure they
are, then I fear for the rude awakening which, when it comes, will
be too late because once we have lost these overseas markets we will
not be able to recover them, nor will we have the funds or the
stamina to be able to recover them. By virtue of this, our
performance will probably be so miserable that the pound will
decline but - alas - too late.

I feel sure that many businessmen such as myself endorse
your principles and in fact are pleased to see that you are deter-
mined to succeed in following through a policy which will in the
long-term strengthen the whole country, but I do beseech you to
give some specific consideration to the regulation of the value of |
our currency, otherwise you will destroy the very fabric of the
industrial base of the country; you will destroy the very small
and progressive businesses on which the country's future must rely.
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I do not say in these difficult times it is specifically
your fault, but you and your government are the only people who can
take a decision to protect the future of the country by using what-
ever regulators you have within your power to provide a devaluation
‘of the pound from its current high level, thereby automatically
stimulating manufacturing industries on the export markets and
curbing the tremendous interest in imported products which will in
time show up as reduced manufacturing on the home market.

Unless I am very much mistaken, I do not think you have
an option open to you but to take some steps along the lines that
I have indicated as I think failure to do so will clearly place the
responsibility of 1981 firmly upon the shoulders of yourself, your
government and the Conservative party and the ramifications of this
I think require little clarification.

In simple terms, do something positive, do it quickly and
create an environment in which we can live to fight for you and
yours another day.

Yours sipcerely,
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PRIME MINISTER C@ ‘“‘)

Innovators and Entrepreneurs' Reception

Generally, this seems to have been very well received. There
was considerable media coverage in a variety of forms, and there

is some continuing follow-up.

You might be interested to look at the selection of relevant

material in the attached folder. It includes some of the letters
-y —

we had on Monday from those who were upset not to have been

included, some reflections on the discussion in the form of thank
you letters from participants, and a letter from Michael Morris MP,

saying that he is now being bombarded by inventors who believe

that the Government must have instantly set up a new system for

Pr—

processing their ideas. We will pass this, and the other papers,
— ottty

to Kenneth §éker's_0ff}pewfor advice - something better, I hope,

than his whispered comment on Monday:- "inventors and inventions
come in two varieties - the improbable and the impossible'.

We could have generated quite a lot more immediate publicity,

if we had chosen to put in more advance effort. The evening

was an experiment, and we did not'QEETE;OWﬂanrit. If you were to
repeat it, for similar or different subjects, we could more
confidently set out to promote interest. But I think we were
right to exclude the press on this occasion, and we would need to

think very carefully before changing that decision for the future.

The seminar discussion might have been more productive if we

had reduced the numbers a little, and had everyone sitting around

S

a horseshoe table. It would have been a more business-like

environment. We also ought to recognise that we need to assume that
the discussion phase of such a function requires at least 1% hours.

\Aﬁp Were you broadly satisfied with the evening? Would you like
to consider repeating it, perhaps on s more specific, economic

/ or industrial




or industrial themes? Are there any aspects of the arrangements
which you found particularly unsatisfactory (we will open the

windows in advance another time)?.

bb/h(u‘ J/ v N G-r‘d
W <L¢ﬂ~‘:’)" wda! K G~
£ (‘—. /va.u—dt_

30 January 1981




Safety and Energy Conservation

A 4 ‘ Neotronics Ltd LJ'
A

Parsonage Road, Takeley,

Bishop's Stortford, Herts CM22 6PU
Tel: Bishop's Stortford (0279) 870182
Cable: Neotronics Stansted

Telex: 817126 Neotro G

O)Jr Ref: G/T Your Ref:

)
k .\ 29th January 1981.
The Rt. Hon. Margaret Thatcher, P.M., / s

10 Downing Street,
London,

S ' o/

Reception at 10 Downing Street
on the 26th January 1981.

|2

Dear Prime Minister,

I would like to express my sincere appreciation and thanks
for allowing me to participate last Monday.

Knowing how heavy the demands on your time must be, I am
sure that we were all greatly encouraged by the amount of time
and attention which you devoted to the vitally important
problem of optimising the economic benefits of this country's
very considerable inventive talent.

I am writing to Mr. Leon Brittan, at his suggestion, with
some definite proposals on Company Taxation Rules designed to
foster the growth of small, expanding companies.

You may be interested in this Companyt!s latest development
in the area of Energy Conservation. The Fuel Efficiency Monitor
was developed as a Joint Venture with NRDC and is already a
big commercial success with large volume sales, more than 50%
to export markets. A sales brochure of the instrument is
enclosed.

Thank you once again for your kindness and attention last
Monday .

Youyfls sincerely,
NE LE S8 T 8

Me

Paul tley.
Managing Director.

Registered Office: As above
Enc: Registration No: 1126424 England
! VAT Reg. no. 214 4467 79

Directors: P Gotley MSE,
R Gotley
H A Buckenham, T.Eng. (CEl), MITE, MBIM.
H V Feldman, S. Eng. F. Inst. S.M.

Member of the Council of Gas Detection Equipment Manufacturers




Fuel Savings —WNeotronics know how




CAN YOU AFFORD NOT TO KNOW
HOW MUCH HEAT YOU ARE WASTING
UP YOUR FLUE?

USEFUL HEAT

22?
AIR? Jﬂ
RATIO? }/0,_? -
FUEL?

CAN YOU AFFORD NOT TO USE THE F.E.M.?
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Improved
efficiency means

SAMPLE o S
READ lower fuel Bills
Improved
N ffici
1 MINUTE L4 L :ntal:rlgnrgyduced service costs
Who needs the FE.M. ? Heating Engineers save valuable time by

Boiler and Furnace Users can reduce fuel
costs by checking their installations more
often and by keeping the fuel/air ratio
correctly adjusted to maintain peak
efficiency.

For example, with an annual fuel bill of
£20,000, a 10% efficiency improvement will
recover the cost of the F.E.M. in less than
3 months. In addition, time between
services may be optimised if combustion
efficiency is known and maintained.

checking and setting up combustion
efficiency with the F.E.M. The value of the
maintenance service can easily be
demonstrated by showing the improvement
in combustion efficiency and calculated
fuel savings.

Energy Managers can easily ensure
effective boiler maintenance as combustion
efficiency can be checked quickly and
frequently. The information obtained is
invaluable for monitoring long term
performance of installations and in energy
audits.




SCRIPTION

ine F.E.M. (Fuel Efficiency Monitor) is a hand held, completely automatic flue gas analyser.
It measures flue gas temperature and oxygen content and uses this information to calculate
and display the percentage efficiency of the boiler or furnace.

The F.E.M. weighs less than one Kg, performs its complete function in less than one minute
and can be used with one hand, requiring no special skills on the part of the operator.

Rugged and Simple

It needs the latest sophisticated microprocessor
technology to perform within one minute
automatically, that which used to take highly
skilled labour very much longer.

We have kept all the complexity inside the F.E.M.,
however. Using the instrument is simplicity itself
and it is designed to withstand the tough working
environment of the boiler house and industry,
working reliably for years with the minimum of
attention.

Proven Sensor Technology

The oxygen sensor is an electrochemical cell, many
thousands of which have proved their worth over
several years in environments even more adverse
than those of boiler houses. Extremely good
temperature and pressure stability combined with
reliability and low replacement price, have made
the CTL sensor the obvious choice. Expected life is
8 months and the sensor is guaranteed for 6 months.

Temperature is measured by a Ni-Cr/Ni-Al
thermocouple in a specially designed probe to
provide fast, accurate response combined with
ruggedness and reliability.

Automatically Self-Calibrating

When the F.E.M. is switched on, the oxygen sensor
is automatically calibrated to normal atmospheric
oxygen (20.9%) and the temperature system is
calibrated to ambient temperature. This ensures
that the true oxygen content and the differential
temperature of the flue gas are recorded. Any
errors due to variation in ambient temperature in
the boiler house are, therefore, automatically
eliminated.

Calibrates to Fuel Used

The F.E.M. is suitable for installations using gas,
oil or solid fuel. A few seconds after it is switched on,
it automatically reminds the user to push a button to

select the desired fuel. The F.E.M. is then calibrated
to the fuel selected.

Sampling Mechanism

A sample of the flue gas is drawn through the
detachable, composite 45cm probe, by a small but
powerful electric rotary vane pump. Positive or
negative flue gas pressures, within reasonable
limits, will therefore not affect the sampling process.
Temperature is measured within the flue itself. The
sample gas is cooled in the probe, cleaned and
dried by means of an easily replaceable filter before
it is presented to the oxygen sensor. The micro-
processor programme ensures that stable readings
are obtained, for maximum accuracy and reliability.

Simple in Operation

When the right fuel has been selected, the probe is
inserted into the stack sampling hole and the
OPERATE button is pressed. When sampling is
completed (normally within one minute), a lamp and
bleeper tells the user that the F.E.M. has done its
work.

Readings of temperature, oxygen and efficiency are
retained in a memory and displayed on the large
high brightness digital readout by pressing the
DISPLAY SELECT button. The information is
retained in the memory until the instrument is
switched off or a further sampling operation is
initiated.

Self Check Operation

To make the operation of the F.E.M. even simpler,
we have provided three warning lights,
automatically indicating:

1. The filter needs changing.
2. The oxygen sensor needs replacing.

3. The internal Ni-Cad batteries are discharged.
A plug top charger is provided. If necessary, the
F.E.M. may be operated by the Mains supply
via the plug-top charger.

Digital Display |

Blocked Filter ILTER B FAULT

Warning Light M cHECK B SAMPL
Low Battery e LOW !
Warning Light “BATT S START §
FUEL
Slide Switch

a o
Mode Indication Selection Buttons
Lights

0 Displ
CHMTEMP K FrAsi
% MMOXYGENK |

DISPLAY

|

Operate Button

Selected

/

Lights

‘ Selected
Fuel
Indication

< Lights

o

Charger/Power Socket

OPERATIONAL CONTROLS




The F.E.M. is supplied in its own heavy duty carrying case complete with charger, spare filters and a
comprehensive Application Manual specially produced in close collaboration with the National Industrial
Fuel Efficiency Service (NIFES).

ABOUT NEOTRONICS

We have been engaged exclusively since 1973 in
the field of monitoring and analysing of gaseous
mixtures and manufacture a wide range of portable
and fixed equipment for the measurement and
detection of flammable gases, oxygen and toxic
gases.

The F.E.M. was developed in a joint venture with
the National Research Development Corporation,
following a previous successful joint venture with
NRDC in the field of automatic monitors for
flammable gases.

We have a basic business philosophy

We are not here to please ourselves, we are here to
please our customer. This applies not only to
products, but also to service, not only to technical
design and quality, but also to price.

Expertise in Flue Gas Analysis

The Neotronics (Energy Conservation) range
includes fixed, custom engineered flue gas/oxygen
monitoring systems and a trolley mounted system
suitable for extended monitoring of stacks, yet
easily moved from one installation to another. We
also offer the easily portable OTOX 92 Stack Loss
Measurement Kit.

Please ask for further details of other Neotronics
products and for more detailed technical information
onthe F.E.M., if required.

Telex: 817126 Neotro G.

v , Neotronics Limited
Parsonage Road, Takeley,

Bishop’s Stortford, Herts. CM22 6PU.
A Telephone: (0279) 870182.

Trolley Mounted System

In the interest of continued product improvement, we reserve the right
to change design features without prior notice.

Pat. Nos: 1474700; 1497667; 50593/75 (JAP); P2518354.4 (D); 147734;
4020480 (US). Pat. applied for: 51690/77; 78.34571 (F); P2853430.7 (D);
966.575 (US); 79.17380; 79.40671.

OTOX is a registered trade mark
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Tel Bristol ((272) 37222

The Prime Minister
10 Downing St
London - 0~ \ :

29 January 1981 \\/

Dear Prime Minister,

You asked for letters about the meeting on Monday night (Jan 26) and here is
mine: I have endeavoured to be extremely brief.

1. Inventors and entrepreneurs with ideas to expoilt usually need the following
to create a profitable business;

a. Premises and equipment to produce their product
b. A well-considered marketing strateqgy
c. Sectretarial and office support
d. Accounting information /control systems / general ranagement
e. Access to markets both at hame and abroad via appropriate distribution
channels ™~
f. Enthusiasm / support / encouragement / rapid decision making
g. Working capital to purchase stocks etc.
S —
2. Many people lurp these needs together under the unbrella heading of 'money’,
since money will purchase most of the above. To do this, however, is an error
since money alone is no substitute for the appropriate help and skills delivered
at the right time.

As an exarple consider an entrepreneur who wishes to exploit a new camputer
terminal. He could either:

a. Buy premises, equip them to manufacture, hire marketring consultants, Jdesign
brochures, recruit salesmen, management, production staff etc and begin the slow
process of starting a company from scratch. To achieve sales of £lm might take
three years and cost £500,000 with a probability of success of perhaps 10%.

Or:

b. Find a conpany already manufacturing and selling related equipment such as
disc drives, which already has premises, manufacturing skills, a marketing and
distribution network, and an already developed business infrastucture. If he
then hitches his product onto their product range, sales of £1lm might be
achieved in one year at a cost of £100,000 with a probability of success of 75%.

3. Institutions such as NRDC and the DOI can effectively provide only money,
since they are not actively running businesses. This limitation also applies to
a lesser extent to ICFC and the banks. This means that these institutions can
only help young corpanies along route 2a akove, unless they happen to be able to
introduce the entrepreneur to a suitable established company.

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
Registered Office: 2 The Mall, Clifton, Bristol BS8 4DR Company Registration No. 1387182 England.
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4. T felt there was a good deal of "telling the Prime Minister.what she would
llkc to hear" at the meeting, a problem which plagues every leader, and also
mich sélf-justifying by some of the institutions and banks present. It will
always be possible to find a few people who have benefited from funds supplied
by the banks or by the DOI and who are grateful for it. It is, however, very
clear to me at Venture Capital Report, dealing with 1000 (one thousand)
entrepreneurs and inventors each year, that with a few exceptions:

a. Most entrepreneurs much prefer to deal with businessmen who are technically
carmpetent in their field, who understand the market for a particular product,
and who can give them practical help fast (including money ), than to deal with
NRDC or the DOI which are generally held to be last resorts.

b. In order to rake a good match between a particular entrepreneur and the
businessman rost able to help him, it is necessary to approach a very large
nurber of businesses. In a perfect world, every project would be considered by
every businessman who would support those that most nearly dovetail with his
overall corporate strategy.

6. Your Government rightly seeks to eliminate the PSBR, and to achieve this in
part by reducing public expenditure. Much could be save cutting the nurber,
of staff at NRDC and the DOI who are engaged 1n supporting small entrepreneurs.
This is not a role to which the sort of people who choose to be civil servants
are well suited terpexarantally, and it is no surprise to me either that I
receive so many corrplalnts about _them, or that the civil servants concerned
manage to put up a convincing sound_mg case to justify their existence. It ray
be that NRDC does have a useful role to play supporting development projects in
large companies.

Certainly for your Government to give more public money to NRDC, as the ACARD
‘report seemed to hint would be fp__l}_x_

w———
7. The correct alternative is to use a forum where inventors/entrepreneurs can
have their products and business plans considered by as many pecple as possible.
VCR is such a forum, and I make no apology for recommending it, but unhappily we
are not large enouch to be really useful. We have 440 subscibers (who pay £150
each per year), but to be really effective we need 4000. If either VCR could be
boosted to have 4000 subscibers or if a government-backed publication could be
established to do the same thing with a large circulation, this would form a
real venture capital market in the UK, and entrepreneurs would flourish. Success

-

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
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does Dbreed success, and with more entrepreneurs succeeding and with more
knowledge about their success, more latent entrepreeurs would be encouraged to
come forward to be enterprising.

Yours sincerely,

fwiins

P.S. Would you like me to send you a conplimentary copy of VCR (the only other
person who requested and receives a free copy is Prince Charles), so that you
may see what projects are seeking funds? You wouldEhen be able to ask NRDC and
ICFC whether they had funded particular projects and if not, why not. It is my
opinion that many good projects we publish have not been funded, and the great
majority of those that have obtained backing, have been funded by private
enterprise (no surprise to me). If, as NRDC and ICFC would have you believe,
they are themselves so enterprising...'a new spirit etc.', how do they explain
this? The facts do not support their contention. In the mearwhile I enclose same
recent VCR covers.

PPS. I will be delighted to expand on these thouchts if you would like, and to
support the arguments with numerous exanples. One merit of VCR is that it is
open; there is a name and address on each article and one may contact the
entrepreneurs directly to cobtain their views on everything from VCR to NRDC.

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
Registered Office: 2 The Mall, Clifton, Bristol BS8 4DR Company Registration No. 1387182 England.
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1. Potato Chip Dispenser £200,000
A company has designed a machine for accurately weighing and dispensing hot potato chips. More than 30 are in
operation in the UK, and a letter of intent has been signed with a major US food company for manufacture and
marketing in the USA. £200,000 is required to finance marketing and production in Europe, and to establish
agreements to cover the remainder of the world. Up to 30% of the equity is offered.

2. Video Disc Travel Marketing e £400,000
Two entrepreneurs with marketing backgrounds seek £400,000 in addition to their own capital to launch a video
disc service to travel agents, enabling the public to see a short film of resorts and hotels. A pretax profit of £10m is
Sforecast for year 5. 25% of the equity is offered.

3. Engineering Business for Sale £400,000
A firm of steel fabricators which made a profit of £150,000 in 1979 is seeking to sell part or all of the company.
4. Director required. Suede selling £15,000

A cleaner of suede and leather garments wishes to find someone to run a business selling coats and jackers by mail
order. The special feature of the service will be that cleaning of the garments will be guaranteed, and at a reduced
rate. He wishes to start with a market test costing £5,000, and seeks someone to conduct this, and provide a bank

guarantee for further finance if the test is successful. 51% of the equity is offered.

5. Hotel Tableware Manufacturer £250,000

A 163 (2) company engaged in the manufacture of china for the catering trade seeks £250,000 to launch two new
types of china product. The Board will recommend to existing shareholders that 25% of the equity be offered.

6. Computer Graphics £80,000

A BBC employee with experience of graphics and computers wishes to establish the most sophisticated computer
graphics company in the UK, and to sell the service. He seeks £80,000 for hardware and working capual and

offers 75% of the equity initially.
7. Food Distributor | ' £75,000

An existing food distribution company wishes to raise £75,000 so that it can import its products directly, omitting
the existing import house, so reducing its costs and increasing net profits tenfold.

8. Video Gaming Machines £50,000

As part of a programme 1o find new commercial products, a large high-technology company has developed a
range of video gaming machines based on the ideas of the promoter, who has exclusive worldwide rights to market
the machines, which are now almost ready for launch. He seeks £50,000 to order an initial stock for final field
trials and for working capital. 25% of the equity is offered.

Recent History of Past Projects: 1. Holiday Resort Monorail September, 1979
Monorail now operating. Large company now sought to develop project potential. ;
2. Boat Lift , March, 1980

NOTE TO SUBSCRIBERS. The information contained in Venture Capital Report is obtained primarily from the entre-
preneurs associated with projects. Its accuracy cannot be guaranteed by us. Neither can we take the risk element out of in-
vestments simply by writing about them. Before making an investment in a project described or advertised in VCR. sub-
scribers are advised to verify all material information for themselves and to seek such professional advice as may be
necessary. VCR are not agents for any of the people whose enterprises are published and no information so published con-
stitutes an offer or invitation to the public or to rC'ldC'r\' of VCR to subscribe for shares or debentures in that enterprise.

COPYRIGHT 1980. The contents ofthns pubhcmon are mtended only for honaﬁde subscnbers to VCR and may not
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From the Private Secretary ' 29 January 1981

Prime Minister's Reception for Innovators and Financiers

I attach a note of the main themes of discussion on
Monday night's function here. The Prime Minister would like
your Minister to consider the issues relevant to your Depart-
ment, and she would be grateful for advice on the specific
suggestions that there is a role for a broker to help an
inventor to bring together possible public sector inputs,
and that there might be some advantage in a new award scheme
directed towards entrepreneurial initiative based on uni-
versity work. (I am sénding to you separately some other
correspondence relevant to this idea.)

The Prime Minister would also like comments from the
Treasury on taxation issues raised: in particular the 1likely
effect of the Green Paper proposals on stock relief; the
impact of section 5 of the Companies Act; and the possibility
of offsetting patent costs against personal income tax lia-
bility. Thirdly, she would like the Department of Education
and Science to respond to the issues raised about the style
of our university and polytechnic work.

The Prime Minister is also inviting ACARD to consider
whether it would wish to revise its report to her on exploit-
ing inventions. She hopes to publish the report, revised
as appropriate, shortly.

I am sending copies of this letter to Ian Ellison (in
your Secretary of State's Office), Terry Mathews (Chief
Secretary's Office, H.M. Treasury), Peter Shaw and June
Nisbet (Department of Education and Science) and Gerry
Spence (CPRS).

M. A. PATTISON

JLEGh Hndsont sl Sclis
Department of Industry.




10 DOWNING STREET

From the Private Secretary 29 January 1981

The Prime Minister found the discussion
here on 26 January stimulating. She was
grateful both for the personal contribution
you made, and for the basis for discussion
provided in the ACARD report on exploiting
invention. She would now like to see that
paper published, but she has asked me to
enquire whnether you and your colleagues would
wisn to modify it in any way in the light of
the discussion.

I am sending you a copy of our internal

note of the main themes which emerged in
Monday's discussion.

M, '
A Parmsoy

Dr. Spinks,
ACARD,
Cabinet Office.




MR PATPISON cc Dr Ashworth

THE SEMINAR/RECEPTION FOR INNOVATORS AND FINANCIERS

You will wish to be aware that there has been substantial interest
in the occasion since Monday, partly from the press (eg specialist
journals and at least one major American newspaper), but partly
from financiers and companies chasing the ideas of some of those
who took part. Altogether I estimate we have had a dozen-plus
calls.

2. Although I have not studied the regional press in detail, I
have a feeling that we did not, in fact, make the most of the
occasion. You have both probably seen the impact that young

Mr Clavert's presence made. With a little more time and effort
(and they, of course, are very labour-intensive) we probably could
have made the same regional/local media impact, embracing press,
radio and TV, with most if not all the innovators. Mr Hickman and
his Workmate was not the only other good story in the pack.

| an Perhaps, if there is a next time, we should aim to get into
bat earlier, with more and better information available earlier.
We could then, at the very least, issue a press notice about the
event rather than relying simply on orally briefing the Lobby.

NEVILLE GAFFIN
29 January, 1981.
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I was promted to write because last night you entertained a

number of inventors, to discuss their relations with British Industry. May I
state my own case as briefly as I can?

Mrs. Thatcher,

In 1970 I patented, on behalf of British Aircraft Corporation, a new form
of satellite stabiliser which would considerably ease the lauching of the many
geostationary satellites of the future. I could not even get people in BAC to
read notes about it, and in 1976 and 1978 I presented papers about it at confer-
ences. The European Space Agency, after funding a theoretical study, tried to
get development going, but BAe stopped it through lethargy. The Americans (NASA
Goddard Space Flight Center) in March 1979 offerred a free space flight, because
they were so interested. Although I cooperated with them a lot, BAe never wrote
to them officially in T months. In pleading for BAe to do something I made myself
unpopular, and was subjected to rude memos, with copies to everyone

If one asks why now, they all maintain it was not financially viable, when
in fact they had not even considered it through lethargy

I have progressive paralysis, and was only holding on (as Asst Ch. Syst.
Eng on space) becguse I might be needed. I Have now retired chronically sick
because it just isn't worth the tremendous effort work involves, and expect to
go onto pension next Easter. As I retired, BAe agreed not to pay the fees on
the FEuropean patents and reassign the US patent to me.

ESA have paid up the French patent in return for reassignment, and have
entered into a licence agreement with me over the US patent. I doubt if I can
ever collect on this because it only has 6 years to run because BAe wasted 11
years. Meanwhile NASA are building an experimental one to put in space this year.

In the middle of all this process of sitting on my invention, our MD gave
an Aeronautical Society lecture, widely reported in the Natdonal press, about
the 'Imagination Gap'. Well, he should know - being the Imagination Gap himself.

To give you an idea of the money side, MacDonnell Douglas have quoted NASA
$1,000,000 for each launch, to do the job which this device does, when a big Comsat
is launched into geostationary orbit from the shuttle. We could develop it from
nothing for that.

The patents on this device are now controlled outside this country. Any
employment it brings is likely to be outside this country. My son, who has just
graduated, has Just started a_job outside the country, and good luck to him. My
expected son-in-law, & brilliant young electronics engineer, I expect to emigrate,

though he hasn't shown his intention to yet. 1In the eyes of NASA and ESA, BAe
look a lot of Charlies.

If I try to find out why I just get this 'non-financial-viability' story,
which is obviously a cover-up. After all, if it was true why should ESA and
NASA be active now? I can only guess, and I may guess wrong. I am not attractive,
being in a wheelchair for one thing. Some time ago a high-up may have decided
I was a loser. For that high-up to take up my device means he'd have to admit
he was wrong. It is part of the British Disease never to admit you are wrong.

The purpose of this letter is only to inform.. I'm sure you will not get
as far as making enquiries abouty it, but if you do I would ask you to be discreet.
I have found that people one expects to be human can be very vindictive. My physic-
al condition and the fact that this is the IYDP would only egg them on. I fear
for my pension, which is rather essential in my condition.

g
Yours sincerel ; kAﬂL % Dr. S.W.Tonkin.
7> v Tonfpn
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Prime Minister.
10 Downing Street,
LONDON

Dear Prime Minister,

Thank you for inviting me to your very interesting reception
last Monday, which I hope and expect will have proved useful.

You suggested we might like to offer further points in writing,
and I enclose some.

Yours sincerely,

M. J. FRENCH




Some ways of promoting innovative ideas from individuals,
small companies, universities, polytechnics, etc.

We are ill-suited to successful innovation by our educational,
cultural, social and financial structures, in all, in fact, but the
genius of our people. These matters have been written about and
researched and are not in serious dispute, but we continue to do
nothing about them. However, here are a few small areas where
useful work is being done, and might be encouraged.

il Most of our industry is short of the able, up-to-date engineers
it needs in the middle ranks. The universities and polytechnics
have many able engineers but too often they lack practical exper-
ience. Professor Hampshire pointed out that industrial units of
the kind he described can stimulate innovation. With suitable
arrangements they can also be an agency for increasing the practical
experience of the teaching staff and for stimulating in students a
motivation towards and understanding of innovation. The strong
moves in the Engineering Professor's Conference towards more
engineering practice in courses fit well with such developments.
Pump-priming moneys should be made available for the setting
up or expansion of industrial units in universities and polytech-
nics, where the work should be linked with teaching wherever
appropriate. Exchanges of staff with industry should be promoted.

2% Although only a small proportion of the funds of the Science
Research Council goes to engineering (less than one-fifth) it has
shown good judgenent in supporting some kinds of invention. It is
ili-placed, however, to provide the sort of support needed to try
many of these ideas - an engineer and a technician for six months,
say, - because staff have to be appointed and two years is a
practical minimum. Also, there is delay in the grant system, in
appointing staff and in their working-out of notice.

The SRC should be offered a small sum (say, £600,000 p.a. for
five years in the first place) to support 'incubators of innovation'
in engineering departments, and to operate a clearing-house for
ideas suitable for such treatment.

3 Inventions often fail through lack of expertise at the vital
'embodiment' stage, when precise form, material and method of
manufacture are determined, in small, and even large, companies.

In many such cases the Design Advisory Service of the Design
Council has been able to supply valuable help at low cost (see the
Corfield Report). They advise firms in need of know-how where it
can be had, with remarkable success, a kind of technology transfer
on demand which makes a contribution to successful innovation on a
scale out of proportion to the size of the organisation (unlike some
other public sector activities).

Successful developments of this kind should not be encouraged
to speed their growth too much. But the D.A.S. uncovered a major
need of industry and have filled a small part of it very efficiently,
and valuable indicators might be had from a discreet study of the
operation.

The Design Advisory Service should be encouraged and given a
little more help if they need it. The Design Council should be asked
to find a way to make available the insights into success and failure
in product innovation in our industry which could be derived from
the work of .the D.A.S.

MJF/AC 29/1/81
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The Prime Minister
10 Downing St
London -

(ﬁ\ -
29 January 1981

Dear Prime Minister,

You asked for letters about the meeting on Monday nicht (Jan 26) and here is
mine: I have endeavoured to be extremely brief.

1. Inventors and entrepreneurs with ideas to expoilt usually need the following
to create a profitable business;

a. Premises and equipment to produce their product

b. A well-considered marketing strategy

c. Sectretarial and office support

d. Accounting information /control systems / general management

e. Access to markets both at hame and abroad via appropriate distribution
channels

f. Enthusiasm / support / encouragement / rapid decision meking

g. Working capital to purchase stocks etc.

2. Many people lump these needs together under the umbrella heading of 'money’,
since money will purchase nost of the above. To do this, however, is an error
since money alone is no substitute for the appropriate help and skills delivered
at the right time.

As an example consider an entrepreneur who wishes to exploit a new carputer
terminal. He could either:

a. Buy premises, equip them to manufacture, hire marketring consultants, design
brochures, recruit salesmen, management, production staff etc and begin the slow
process of starting a conpany fram scratch. To achieve sales of £lm might take
three years and cost £500,000 with a probability of success of perhaps 10%.

Or:

b. Find a conpany already manufacturing and selling related equipment such as
disc drives, which already has premises, manufacturing skills, a marketing and
distribution network, and an already developed business infrastucture. If he
then hitches his product onto their product range, sales of £lm might be
achieved in one year at a cost of £100,000 with a probability of success of 75%.

3. Institutions such as NRDC and the DOI can effectively provide only money,
since they are not actively running businesses. This limitation also applies to
a lesser extent to ICFC and the banks. This means that these institutions can
only help young companies along route 2a above, unless they happen to be able to
introduce the entrepreneur to a suitable established company.

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
Registered Office: 2 The Mall, Clifton, Bristol BS8 4DR Company Registration No. 1387182 England.
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4. T felt there was a good deal of "telling the Prime Minister what she would
. like to hear" at the meeting, a problem which plagues every leader, and also
mach self-justifying by same of the institutions and banks present. It will
always be possible to find a few people who have benefited from funds supplied
by the banks or by the DOI and who are grateful for it. It is, however, very
clear to me at Venture Capital Report, dealing with 1000 (one thousand)
entrepreneurs and inventors each year, that with a few exceptions:

a. Most entrepreneurs much prefer to deal with businessmen who are technically
campetent in their field, who understand the market for a particular product,
and who can give them practical help fast (including money), than to deal with
NRDC or the DOI which are generally held to be last resorts.

b. In order to meke a good match between a particular entrepreneur and the
businessman most able to help him, it is necessary to approach a very large
number of businesses. In a perfect world, every project would be considered by

every businessman who would support those that most nearly dovetail with his
overall corporate strategy. :

6. Your Government rightly seeks to eliminate the PSBR, and to achieve this in
part by reducing public expenditure. Much could be saved by cutting the number
of staff at NRDC and the DOI who are engaged in supporting small entrepreneurs.
This is not a role to which the sort of people who choose to be civil servants
are well suited temperamantally, and it is no surprise to me either that I
receive so many camplaints about them, or that the civil servants concerned
manage to put up a convincing sounding case to justify their existence. It may
be that NRDC does have a useful role to play supporting development projects in
large companies.

Certainly for your Government to give more public money to NRDC, as the ACARD
report seemed to hint would be folly.

7. The correct alternative is to use a forum where inventors/entrepreneurs can
have their products and business plans considered by as many pecple as possible.
VCR is such a forum, and I make no apology for recommending it, but unhappily we
are not large enough to be really useful. We have 440 subscibers (who pay £150
each per year), but to be really effective we need 4000. If either VCR could be
boosted to have 4000 subscibers or if a government-backed publication could be
established to do the same thing with a large circulation, this would form a
real venture capital market in the UK, and entrepreneurs would flourish. Success

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
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does breed success, and with more entrepreneurs succeeding and with more
knowledge about their success, more latent entrepreeurs would be encouraged to
camne forward to be enterprising.

Yours sincerely,

i 42

J.L.A.Cary.

P.S. Would you like me to send you a conplimentary copy of VCR (the only other
person who requested and receives a free copy is Prince Charles), so that you
may see what projects are seeking funds? You would then be able to ask NRDC and
ICFC whether they had funded particular projects and if not, why not. It is my
opinion that many good projects we publish have not been funded, and the great
majority of those that have dbtained backing, have been funded by private
enterprise (no surprise to me). If, as NRDC and ICFC would have you believe,
they are themselves so enterprising...'a new spirit etc.', how do they explain
this? The facts do not support their contention. In the mearwhile I enclose same
recent VCR covers.

PPS. I will be delighted to expand on these thoughts if you would like, and to
support the arguments with numerous exanples. One merit of VCR is that it is
open; there is a name and address on each article and one may contact the
entrepreneurs directly to obtain their views on everything from VCR to NRDC.

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
Registered Office: 2 The Mall, Clifton, Bristol BS8 4DR Company Registration No. 1387182 England.
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28th January 1981
41/
The Rt, Hon, Mrs. M. Thatcher,
Prime Minister, )

10 Downing Street,
LONDON

)B_CM?/M W

I very much appreciate being asked to your Reception last Monday
to discuss the exploitation of invention. I found it intensely interesting
as I have personally worked right across the spectrum; inventor, developer,
manufacturer and financier,

One of the issues that did not really come out was that all the
facilities required by inventors really exist in this country if the inventors
knew where to look for them or had the determination to search them out.

The remarks about N,I,H. (not invented here) are terribly true.
As a nation we have been brought up to believe that we invent everything and
that copying is despicable so we shun it, It is the hardest thing in the world
to persuade a designer or draughtsman that he is not losing face if he uses or
exploits someone else's idea and this is an attitude technical institutions could
well look at.

As far as finance is concerned, there really is very little problem,
even North of Watford, and our Institute of Directors' Booklet, '"Sources of
Finance for the Smaller Company' covers the subject very fully. There are
one or two minor but important tax concessions for risk capital which could be
a tremendous stimulus and, as I mentioned, the Institute of Directors has produced
a paper on Venture Capital which is with Sir Geoffrey Howe at present and which
I hope will get favourable cons1deratlon.

v Anyway, as a result of the meeting I shall chase up our National Westminster
branch managers to be more adventuresome and I will also discuss with UMIST how
we can work even more closely with manufacturing industry.

Thank you for a most stimulating evening.,

Yours sincerely,

K)Jcm

Sir iam” Mather.
Registered Number: 929027 England Registered Office: 41 Lothbury, Lon



PRIME MINISTER

The attached note summaries the main themes from
Monday night's discussion. If you agree, I will send
this to the Treasury, The Department of Industry and CPRS. A

Would you like to ask the Chief Secretary for reactions
to the issues raised on stock reliefy; the effect of Section 54
of the Companies Acts the possibility of offsetting patent
costs against personal tax liability? Similarly, Mr Baker
might be asked for reactions to the comments about the
difficulty for private inventors of finding an informed,
competent, single point of access in the public sector, and
the possibility of devising a brokerage role, either through
NIDC or elsewhere; and the suggestion of some kind of award
for entrepreneur work within universities. uzya

There is some continuing interest in the occasion. I
think it would be well worth publishing  the short ACARD
paper, after giving Dr. Spinks an opportunity to revise it
in the light of the discussion. Agree? 144

At the weekend, we will put to you reactions from several
of those who were present, making suggestions as to how we
might modify that format if you felt it would be useful to
hold similar functions in the future - whether on different
issues or repeating some of those raised this week.

e o v il
p MJ./W

28 January 1981
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‘ NOTE OF A DISCUSSION AT THE PRIME MINISTER'S RECEPTION FOR
INNOVATORS AND FINANCIERS AT DOWNING STREET ON MONDAY 26 JANUARY

The Prime Minister introduced a discussion lasting about
90 minutes. She confirmed that the Government were seeking ways
to ease the development of new business, and improve the rate of
creation of new jobs. After reading the case history of a project
developed by an individual inventor, she had asked ACARD to produce
a short report on exploiting inventions. Her guests had all seen
a copy of the report, and she would like to use themes from this
report to introduce a discussion on any issues which her guests

felt could usefully be raised.

The following notes record the main themes that emerged in

the discussion.

Problems in getting new ideas considered and the role of the NRDC

Potential innovators needed multiple access points to finance

and advice. Any decision to back a new project was a matter of
judgment: a very small proportion of new ideas were taken up,
and no individual nor corporate judgment could be perfect. There
were already a range of access points, but inventors sometimes
failed to take advantage of these - for instance, 14,000 branch
bank managers in the country would each apply personal judgment
to an application, although someone seeking project finance might
not go beyond his own branch. The banks officially now had more
adventurous lending policies but the implementation of these
varied. Firmer instructions to local managers were needed.

Individual inventors often had a limited appreciation of
the process by which potential socurces of finance would reach a
judgment. An inventor tended to be absorbed in his own vision
of his concept in operation: but a financier would be looking primarily

for proven or potential management skills, and. then at technical

feasibility, financial viability, and patentability., ' The inventor
often lacked the presentational skills required to sell his idea,

/perhaps




=D

perhaps because of afailure to appreciate the key criteria.
He needed to be able to marshal his ideas in the expectation
of critical questioning. There was a need to educate inventors

in this area: the NRDC might be able to play a part.

The inventor seeking finance found difficulty in relating

to many of those who had to make an assessment of prospects for

a new product. In the private sector, they might have to deal
with a banker with no technical background - although ICFC, for
example, were developing a national network of offices with
young entrepreneurial managers. In the public sector, inventors
tended to find that a decision fell between numerous committees,
and that those who were apparently forming the judgment lacked
both technical skills and entrepreneurial experience.

The inventor often needed more than finance; he wanted

management advice, access to markets etc. Existing firms were

best placed to provide these. The heads of small successful

companies had the vision and drive required.

The ACARD report, whilst advocating multiple access points,
limited itself to the existing institutional structure. Many
inventors felt inhibited by this. On the other hand, the

institutional investor was able to take on some high risk projects

precisely because its range of investment provided cover.

Public sector finance was apparently available from a wide
variety of sources, but with widely differing ground rules. The
private inventor felt lost in a maze. There was scope for a

brokerage function, to present a possible business 'packagée' to the

source most likely to meet his need: again this seemed to be
a possible role for NRDC.

Inventions did not necessarily lead to innovation: .innovation
did not necessarily lead to business success. The individual
invention could only play a small part in meeting national
requirements for new products. A product which was to support

an entire business would have to be very much better than one

required merely to extend a product range. For the national
economy, the crucial blockages might lie more in the area of

/how
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how small businesses developed into larger ones.

The exploitation of university inventions

Our university and polytechnics structure had developed from
traditions which provided no incentive for innovation. Promotion
opportunities in universities depended on the traditional
pattern of research followed by publication. The polytechnics
had tried to emulate the universities. Where university staff
were capable of developing and marketing ideas, there was little
financial reward, given the virtual NRDC monopoly; even if they
were in a position to cash in, the prevailing ethos would treat
this as immoral. And it was difficult to find support for
development work in a university. The British tradition of
research leading to publication simply presented British results,
free, to entrepreneurs in the other highly developed economies

who were our main competitors.

One aid to change the traditions might be an award, on

Queen's Award lines, for entrepreneurs within universities.

Those trained in the universities who had the potential
to develop new products tended to be swallowed up into a small
number of large firms, and then often in a service rather than a

manufacturing role.

The universities tended to relate only to large business.
Under present arrangements, their main effect on small business
was only indirect, in the sense that most small businesses were
developed by people breaking away from larger groups. But these
were perhaps the people best placed to start new firms.

Tax Incentives

Despite some moves by the present Government, British personal
tax incentives still heavily favoured life insurance, bui;ding

societies and pension arrangements. The process of investment in

/new
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new products needed not only comparable treatment but positive
fiscal discrimination. On the other hand, those who argued

for comparable treatment for new investment rarely seemed to
suggest that the balance could be restored by withdrawing
advantages from those forms of investment which now received
more favourable treatment. Further, those involved in trying to
invent new products were usually strongly motivated by ambitions
for personal wealth. There was an important process of paring
down new ideas to those few with real prospects. It would be

a mistake simply to ease the path for other new inventions,

thus creating a much higher failure rate. e Taxs reliefs for
the costs of patenting could be of great assistance to the
individual inventor - he often started work when still employed
by others, and a provision for offsetting these expenses against
PAYE mightbe useful. The proposals for changes in the stock
relief system, set out in an Inland Revenue Green Paper, were
likely to remove an important incentive to the growing small
business. These proposals could have an extremely damaging
effect if implemented in their present form.

More should be done to encourage stock option rewards
for new start-ups and demergers. Section 54 of the Companies
Act, which had been designed to discourage asset stripping

heavily favoured larger companies.

Premises and Local Assistance

The environment to develop ideas was of great importance.
Lack of suitable premises at acceptable cost was a major
constraint. In present circumstances, many large corporations

were shaking out workers, but accepted some responsibility for

encouraging job creation in the areas where they were major

employers. Such corporations could make an important
contribution in helping to provide facilities in redundant

buildings.

/There were
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There were many ideas for new products and services around.
But these ideas needed skilled assistance to extract money and
services from the system. Local advisory organisations could
help provide this. There was signs of healthydevelopments in
filling this role.

This kind of service could help encourage the constructive
investment of redundancy payments.

Conclusion

The Minister of State at the Department of Industry and the

Chief Secretary to the Treasury both made it clear that they had

listened carefully to the proposals raised in discussion, and
that they were ready to take these into account in developing

future policies.

The Prime Minister congratulated her guests on the quality of

their contributions - both written and spoken - and invited them
to write to her with any further reflections relevant to the

issues discussed.

28 January 1981




10 DOWNING STREET

From the Private Secretary

MR, COURTNEY /4”1”( 12 ' & bt l e,
CABINET OFFICE

g

I enclose my summary note of the themes
which emerged from Monday night's discussion,
It would be most helpful to have any
suggestions or improvements in the course
of the afternoon.

/"
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NOTE OF A DISCUSSION AT THE PRIME MINISTER'S RECEPTION FOR
'TNN%??%@RS AND FINANCIERS AT DOWNING STREET ON MONDAY 26 JANUARY

INNOVAT RS

,‘The Prime Minister introduced a discussion/lasting about
90 minutes. She confirmed that the Government,Were seeking ways
to ease the development of new business, and iéprove the rate of
creation of new jobs. After reading the case/history o a: project
developed by an individual iﬁventor, she hag/asked ACARD to produce
a short report on exploiting inventions. Hey guests had all seen
a ‘copy of the report, and she would like Yo use themes from this
report to introduce a discussion on any i/ssues which her guests
felt could usefully be raised.

The following notes record the main themes that emerged in
the discussion.

| anel.

Problems in getting new ideas considered) the role of the NRDC
A~ I bencace @il aeleeie

Potential innovators needed mqétigie access points) Any
e

decision to back a new project was/a matter of judgement: a
N
very small proportion of new ideag were taken up, and no individuzaiy®

judgement could be perflect. There were already a raqggé
”- v
of access points, but inﬁgﬁators sometimes failed to take advantagQZ—

for instance, 14000 branch bank /managers in the country would each

apply personal judgement to an pplication, although someone seek-

ing project, fipance might not go beyond his own branch. e fand ;
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Individual inné;ators often had a limited appreciation of

the process by which potentiall sources of finance would reach a
Jjudgement. “?he;hwaniianwdactien—was—iikeiywm;4y}4mmmssmeﬁ%~—

proven or potential management skillgAn inventor tended tc
ot
be absorbed in his own v1sion‘ff his concept in operationi a
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financier would be 1ooking(;£_technica1 feasibility,—financial
viability and perhaps—patentabitity. The inventor often lacked

the presentational skills required to sell his idea, perhaps:

because of a failure to appreciate the key criteria. He needed
to be able to marshal his ideas in the expectation of critical
questioning. There was'a need to educate innggitors in this areza:
the NRDC might be able to play a part. :
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The inpewator seeking finance found difficultyin . relating

to many of those who had to make an assessment of prospects for

a new product. In the private sector, they might have to deal with
a banker with no fechnical background - although ICFC, for

example, were developing a national network of officefs with

young entrepreneurial managers. In the public sector, inventors
tended to find that a decision fell between numerous committees,
and that those who were apparéntly forming the judgement lacked
both technical skills and enfrepreneurial Fudgement ¢ pACTice

7

limited itself to the existing institutional structure. Many
inventors felt inhibited by this. On the other hand, the
institutional investor was able to take on some high risk projects

The ACARD report, whilst advocating multiple access points,

precisely because its range of investment provided cover.

Public sector finance was apparently available from a wide
variety of sources, but.with widely differing ground rules. The

private inventor felt lost in maze. , There was scope for a
/M—ftz’
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brokerage function, 46 S

seeter sourc% most likely to meet his need: again this seemed
possible

to be a/role for NRDC.

Inventions did not necessarily lead to innovation: innovation
did not necessarily lead to business success. The individual
invention could only play a small part in meeting national require-
ments for new products. A product which was to support an entire
pusiness would have to be very much better than one required
merely to extend a product range. For the national economy, the
crucial blockages might lie more in the area of how_small

businesses developed into larger ones.

The exploitation of University inventions

Our university: .and polytechnic structure had developed from
traditions which provided no incentive for innovation. Promotion
opportunities in universities depended on the traditional pattern

of research followed by publication. The polytechnics had tried

/to emulate
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to emulate the universities. Where university staff were capable
of developing and marketing ideas, there was little financial
reward, given the virtual NRDC monopoly; even if they were in a
position to cash in, the prevailing ethos would treat this as
/,jﬂﬂffffij\The British tradition of research leading to publication
simply presented British results, free, to entrepreneurs in the
: other highly developed economies who were our main competitors.
Those trained iﬂuthe universities who had the potential
to develop new products tended to be swallowed up into a small
number of large firms, and then often in a service rather than a

manufacturing role.

The universities tended to relate only to large business.
Under present arrangements, their main effect on small business
was only indirect, in the sense that most small businesses were
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developed by people breaking away from larger groups.
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Tax Incentives /{ﬂc{a/’

Despite some moves by the present Government, British/tax
incentives still heavily favoured life insurance, building societies

and pension arrangements. The process of investment in new products

needed not only comparable treatment but positive fiscal dis-
crimination. On the other hand, those who argued for comparable
treatment for new investment rarely seemed to suggest that the
balance could be restored by withdrawing advantages from those forms
of - investment which now received more favourable treatment. Further
those involved in trying to invent new products were usually
~strongly motivated by ambitions for personal wealth.

Thére was an important process of paring down new ideas to those

few with real prospects. It would be a mistake simply to ease

the path for other new inventions, thus creating a much higher

failure rate. ’3"’/', ey pélieds fovXe cesls f/“/&‘/&\‘;ﬁ crcala(” e &/5'“/
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Tﬁé %roposals ofléﬁanges in the stock relief system, set out 1n an

Inland Revenue Green Paper, were likely to remove an important
incentive to the growing small business. These proposals could
have an extremely damaging effect if implemented in their present
form.
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Premises and Local Assistance

The enviromment to develop ideas was of great importance.
Lack of suitable.pfemises at acceptable cost was a major constraint.
In present circumstances, many large corporations were shaking out
workers, but accepted some responsibility for encouraging job
creation in the areas where they were major employers. Such
corporations could make an imp@rtant contribution in helping to
provide facilities in redundant buildings.

There were many ideas for new products and services around.
But these ideas needed skilled assistance to extract money and
services from the system. Local advisory organisations could

help provide this. There were signs of healthy development§in 42%

filling this role.

This kind of service could help encourage the constructive
investment of redundancy payments.

Conclusion

The Minister of State at the Department of Industry and the

Chief Secretary to the Treasury both made it clear that they had

listened carefully to the proposals raised in discussion, and that
they were ready to take these into account in developing future
policies.

The Prime Minister congratulated her guests on the quality of

their contributions - both written and spoken - and invited them
to write to her with any further reflections relevant to the
issues discussed.

27 January 1981
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I enclose my summary note of the themes
which emerged from Monday night's discussion,
It would be most helpful to have any
suggestions or improvements in the course
of the afternoon,

M. A. PATTISON
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NOTE OF A DISCUSSION AT THE PRIME MINISTER'S RECEPTION FOR
INNOVATORS AND FINANCIERS AT DOWNING STREET ON MONDAY 26 JANUARY

The Prime Minister introduced a discussion lasting about
90 minutes. She confirmed that the Government were seeking ways
to ease the development of new business, and improve the rate of
creation of new jobs. After reading the case history of a project
developed by an individual inventor, she had asked ACARD to produce
a short report on exploiting inventions. Her guests had all seen
a copy of the report, and she would like to use themes from this
report to introduce a discussion on any issues which her guests
felt could usefully be raised.

The following notes record the main themes that emerged in

the discussion.

Problems in getting new ideas considered: the role of the NRDC

Potential innovators needed multiple access points. Any

decision to back a new project was a matter of judgement: a

very small proportion of new ideas were taken up, and no individual
corporate judgement could be perfect. There were already a range:

of access points, but innovators sometimes failed to take advantage -
for instance, 14000 branch bank managers in the country would each
apply personal judgement to an application, although someone seek-
ing project finance might not go beyond his own branch.

Individual innovators often had a limited appreciation of
the process by which potential sources of finance would reach a
judgement. The basis of selection was likely to be assessment

of proven or potential management skills. An inventor tended to

be absorbed in his own vision of his concept in operation: a
financier would be looking at technical feasibility, financial
viability and perhaps patentability. The inventor often lacked
the presentational skills required to sell his idea, perhaps

because of a failure to appreciate the key criteria. He needed
to be able to marshal his ideas in the expectation of critical

questioning. There was a need to educate innovators in this area:
the NRDC might be able to play a part. :

/The




The innovator seeking finance found difficulty in relating

to many of those who had to make an assessment of prospects for

a new product. In the private sector, they might have to deal with
a banker with no technical background - although ICFC, for

example, were developing a national network of officers with

young entrepreneurial managers. In the public sector, inventors
tended to find that a decision fell between numerous committees,
and that those who were apparently forming the judgement lacked
both technical skills and entrepreneurial judgement.

The ACARD report, whilst advocating multiple access points,
limited itself to the existing institutional structure. Many
inventors felt inhibited by this. On the other hand, the
institutional investor was able to take on some high risk projects

precisely because its range of investment provided cover.

Public sector finance was apparently available from a wide
variety of sources, but.with widely differing ground rules. The
private inventor felt lost in a maze. There was scope for a
brokerage function, to bring him into contact with the public

sector sourc% most likely to meet his need: again this seemed
possible

to be a/role for NRDC.

Inventions did not necessarily lead to innovation: innovation
did not necessarily lead to business success. The individual
invention could only play a small part in meeting national require-
ments for new products. A product which was to support an entire
business would have to be very much better than one required
merely to extend a product range. For the national economy, the
crucial blockages might lie more in the area of how small

businesses developed into larger ones.

The exploitation of University inventions

Our university: .and polytechnic structure had developed from
traditions which provided no incentive for innovation. Promotion
opportunities in universities depended on the traditional pattern
of research followed by publication. The polytechnics. had tried

/to emulate




to emulate the universities. Where university staff were capable
of developing and marketing ideas, there was little financial
reward, given the virtual NRDC monopoly; even if they were in a
position to cash in, the prevailing ethos would treat this as
immoral. The British tradition of research leading to publication
simply presented British results, free, to entrepreneurs in the
other highly developed economies who were our main competitors.

Those trained in the universities who had the potential

to develop new products tended to be swallowed up into a small
number of large firms, and then often in a service rather than a

manufacturing role.

The universities tended to relate only to large business.
Under present arrangements, their main effect on small business
was only indirect, in the sense that most small businesses were
developed by people breaking away from larger groups.

Tax Incentives

Despite some moves by the present Government,British tax
incentives still heavily favoured life insurance, building societies
and pension arrangements. The process of investment in new products
needed not only comparable treatment but positive fiscal dis-
crimination. On the other hand, those who argued for comparable
treatment for new investment rarely seemed to suggest that the
balance could be restored by withdrawing advantages from those forms
of investment which now received more favourable treatment. Further,
those involved in trying to invent new products were usually
strongly motivated by ambitions for personal wealth.

There was an important process of paring down new ideas to those
few with real prospects. It would be a mistake simply to ease

the path for other new inventions, thus creating a much higher
failure rate.

The proposals for changes in the stock relief system, set out in an
Inland Revenue Green Paper, were likely to remove an important
incentive to the growing small business. These proposals could
have an extremely damaging effect if implemented in their present

form.

Premises and Local Assistance




Premises and Local Assistance

The environment to develop ideas was of great importance.

Lack of suitable premises at acceptable cost was a major constraint.
In present circumstances, many large corporations were shaking out
workers, but accepted some responsibility for encouraging Jjob
creation in the areas where they were major employers. Such
corporations could make an important contribution in helping to
provide facilities in redundant buildings.

There were many ideas for new products and services around.
But these ideas needed skilled assistance to extract money and
services from the system. Local advisory organisations could
help provide this. There were signs of healthy development in
filling this role.

This kind of service could help encourage the constructive
investment of redundancy payments.

Conclusion

The Minister of State at the Department of Industry and the

Chief Secretary to the Treasury both made it clear that they had

listened carefully to the proposals raised in discussion, and that
they were ready to take these into account in developing future
policies.

The Prime Minister congratulated her guests on the quality of

their contributions - both written and spoken - and invited them
to write to her with any further reflections relevant to the

issues discussed.

27 January 1981
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Thank you so much for inviting us to the discussion on the
financing of inventors and innovation. I thought it was
a very successful evening and many good points were made.

I thought you might like to have a few comments on issues
raised during the discussion. I think it was Lucius Carey
who said that it was important for decisions on financing
innovation to be taken by individuals rather than committees.
In ICFC some 65% of all investment decisions are taken by
our area managers and controllers, who operate in our 18 area
offices, without reference to higher authority, and these

4
would include virtually all investments in new small companies.

Professor Hampshire emphasised the importance of university
engineering departments cooperatin closely with_ industry,

but thought that this was virtually impossiSIe in most cases
because of the significance attached to academic research

in pursuit of promotion. Closer relations with industry

can, I believe, be achieved, even against academic tradition,
provided the leadership is strong. This is borne out by

my own experience long ago when I was teaching in the
engineering department at Cambridge under Professor (now Lord)
Baker, who very much encouraged industrial cooperation by

his staff, and more recently as chairman of the council

at Cranfield Institute of Technology where the vice chancellor,
Sir Hepry Chilver, has been most successful in encouraging
cooperat%on with industry from which a substantial fee

income is earned.

Several speakers criticised the clearing banks for not taking
greater risks in investing in smaller companies and
innovation. Our experience in ICFC is that they are now
doing this to an increasing extent, so much so that they are

(continued)
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very strong competitors in a field where ICFC used to be
almost alone, at least in so far as equity investment was
concerned. We in no way resent such competition which

in principle is healthy, but I am sometimes a little
concerned that with so many powerful financial institutions
determined to show that they can obtain a share of this
market, investments will be made on terms which are too
fine. In due course this could lead to a situation where
losses due to companies failing would be greater than the
profits made from the successes, and this would clearly be
an unhealthy situation.

In general, most of the discussion seemed to be related

to the provision of loan capital and there was little emphasis
on the importance of equity investment, which we in ICFC
believe to be of great importance because it provides

capital to a new company without requiring any reward until
profits are being made.

In this connection, we welcome the proposals being discussed
for encouraging equity investment in small companies

through tax concessions and in other ways. This will provide
new sources of risk capital and will, I hope, also attract
experienced managers and business people to contribute

to the growth of small companies. But we are concerned

about the proposal for Government guaranteed loans.

We believe this will distort the market, will encourage

small companies to press for and receive loans to the detriment
of equity investment. This, we believe, would be a
retrograde step. I fully appreciate that there is a great
deal of pressure from the small company lobby and through the
Conservative Party for this facility to be made available

but I would urge that before it is finally approved, further
consideration should be given to the disadvantages which I
have mentioned.

May I say again how greatly we all appreciated being included
in your very successful party and how much we enjoyed the

evening.
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COMMENTS TO THE PRIME MINISTER SUBSEQUENT TO THE RECEPTION FOR
"INVENTORS AND INNOVATORS' AT 10 DOWNING STREET,
WHITEHALL ON 26TH JANUARY 1981

Getting inventions into production provide two-fold approaches by all
concerned for a successful course of action, namely nett profit to their
Country by the sale overseas of the resulting manufactured hardware. Total
sales, internally or externally, provide jobs, taxes and income. The two-
fold approach is necessary because inventors and inventions come under two
broad classifications;

(a) Those with working devices, prototypes or processes and

who need finance, patent guidance, manufacturing,
marketing and managerial expertise for any success to

be achieved.

Those with ideas, sketches, drawings or simply gleams

in the eye who need technological assistance and assess-
ment before they can get to the starting gate of (a)

above.

I have little advice to offer for those at stage (a) but it was clear
from the meeting on Monday evening that there were many people present who
could and would have views to offer on implementation from stage (a) onwards.

Indeed my only advice on this topic is that the last thing the inventor at

stage (b) needs is to be faced with hard-headed, cynical and non-technological

bankers, financiers and even engineering managerial types unconnected with the

precise technological area of the invention concerned.




My experience lies mainly with the situation at stage (b) and I have
some knowledge of it either on my own behalf or for others. The comment was
made several times during the Monday 26th January discussions that the
Universities and Polytechnics have a role to play in implementing stage (b);
so has NRDC and the other consultants such as Cambridge, Patcentre, Ricardo,
Weslake, Templewall, etc., etc. However, the academic establishments have a
tremendous advantage over the commercial consultants, the real cost of carry-
ing out such R and D work (with emphasis on the D) is very much less as the
state has kindly provided the technologists, the facilities, the equipment
and the technicians already to carry out such typical work in connection with
a teaching role. Many University academics, I include myself in that number,
spend their 'research' time in industrial development programs and you can
tell easily 'which is which' by looking at the funding arrangements for their
work. If the source of their finance, generally speaking, comes from industry
then you can be pretty certain that the work is of engineering relevance and
almost certainly is D rather than R. If the source of their finance is Science
Research Council you can be almost certain that the work is of fundamental
interest, quite probably of long-term usefulness, but rarely with immediate

industrial application.

This is the box in which the British science or engineering academic sits;
he or she cannot apply for funds to SRC for straight development work with an
industrial application,for refusal will be automatic unless the academic con-
cerned cunningly embroiders his application to make it appear as if he preferred
to be a fundamental scientist but never a down-to-earth technologist. There is
no doubt in my mind that most British engineering academics would much prefer to
be involved in furthering industrial development work in conjunction with industry
or helping the inventor and/or their own innovations at stage (b); this is

impossible at this time for SRC will not invest even the most paltry sums in

such work. I would add that for the inventor/innovator at stage (b) it is often




the case that miniscule sums of money are all that is necessary for the 'idea'
to be shown to be promising or a dud, and yet it is in this area that help is
the hardest to get even though the University or Polytechnic type would be

delighted to get involved and to get his students involved and gain relevant

experience through suitable projects.

What to do? My advice would be two-fold. The best approach would be
to have an Engineering Research Council funded quite separately from SRC and
given clear guidelines that it financed development work including the imple-
mentation of inventions. One might have a proviso that in the event of the
invention getting to stage (a) and ultimate commercial success that the initial
funding be repaid to ERC with/without interest but that the patent or idea
remain the property of the inventor. Then academics who do have scientific or
fundamental studies to carry out can still approach SRC in the conventional
manner. The second best approach is to have ERC as a sub-set of SRC but I doubt

that would be very successful.

Should this desirable change occur then I feel that the engineering and
technological resources of Universities and Polytechnics could be effectively
utilised for our ﬁational good in this matter as well as for other areas. In
Ulster, because of our 'remoteness', the engineering industry in this Province
is much more aware of Queen's University and its Engineering College and because
of that we have very successful 'industrial development units' in both mechanical
and electrical engineering which carry out real development projects for local

industry in a manner rarely seen in the rest of the U.K.

Coe l Ble

PROFESSOR G.P. BLAIR
The Queen's University of Belfast

28th January, 1981
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£/
The Rt. Hon. Margaret Thatcher, MP, |
10 Downing Street,
LONDON

Madam,

May I thank you for inviting me to your reception last evening,
and for the opportunity to meet the wide range of people involved in
the field of innovation.

During our brief discussion I did allude to the activities of our
own Pension Fund in the field of industrial and corporate finance.
I would like to take the opportunity of sending you a copy of

the small leaflet which describes the types of facility which

we have available for industry and particularly the small
company. The range of activities which we undertake is not
dissimilar from that offered by the Industrial & Commercial
Finance Corporation and its subsidiaries. We first entered the
field of industrial finance in 1974 and I believe we have
developed credibility in the market place. Unlike some of our
competitors in this field we have in 1980 arranged seminars
throughout the United Kingdom in centres such as Glasgow,

North Shields, Cardiff, Manchester and Stoke in order that the
small businessman and the local industrialist might be made

aware of the facilities which we have to offer.

Our corporate plan provides that a minimum of 15% of our cash
flow will be made available for this type of activity. Given
that sufficient viable propositions became available, we would

be willing to increase the portion of our funds allocated for this
purpose. However, as you will have heard from others, the number
of worthwhile and viable propositions that come forward for
financing is relatively small, and, as I am sure ICFC will have
told you, competition for these propositions has become quite
intense. I am sure that we would all wish that individuals

and companies in this country could come up with new product,
particularly in the field of high technology, but at the moment
build up in this area is slow.

CONTINUED
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The Rt. Hon. Margaret Thatcher MP

27th January 1981

In the ACARD paper which we considered last night, reference

was made to suitable premises being made available for the very
small business, together with funds for plant and equipment.

I would like to confirm what I mentioned to you, that our

Pension Fund is now one of the largest providers of sheltered
nursery factory units in the UK. We are currently involved

in over 1 million square feet of these small nursery units in

a large number of locations throughout the country. We have

also agreed through the Department if Industry to provide the
English Industrial Estates Corporation with up to £15 million for
nursery factory units in the assisted areas. A further £3 million
has also been earmarked for the Welsh Development Agency for
similar activities, and we also have a scheme under consideration
in Scotland with the Scottish Development Agency. It has been
part of our policy since 1968 to give priority, all other things
being equal, to the financing of viable projects in existing and
former coal mining areas.

The range of our activities in this industrial field, which
contains an above average degree of risk, is very wide. We

are able, we believe, to do this because of the diversity of

the rest of our portfolio, by both category and geographical
distribution.

We hope that this note will indicate that we are not too cautious
in our investment policy, particularly as regards the primary
financing of the small and medium-sized business.

May I also thank you for your kind hospitality.

Yours singere




)

S
10 DOWNING STREET C

From the Private Secretary . 26 January 1981

I am writing on behalf of the Prime Minister to
thank you for your letter of 26 January.

I know that Mrs. Thatcher will be most interested
to read of the development of your company.

I am afraid it was not possible to add you to the
guest list for tonight's function. That list was not
intended to be in any way exhaustive, but merely offered
a selection of people who would be ready to put forward
views on the themes which the Prime Minister had in
mind. If the occasion is successful, there will certainly
be other occasions with a similar purpose. If not, I
know that the Prime Minister will wish to look for
different ways of making contact with people in the front
line of developing new businesses.

R.J. Findlay, Esq.
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10 DOWNING STREET

From the Private Secretary 26 January 1981

I am writing on behalf of the Prime Minister to
thank you for your letter of 25 January.

I know that Mrs. Thatcher will be most interested
to read the case history of your product.

I am afraid it was not possible to add you to the
guest list for tonight's function. That list was not
intended to be in any way exhaustive, but merely offered
a selection of people who would be ready to put forward
views on the themes which the Prime Minister had in
mind. If the occasion is successful, there will certainly
be other occasions with a similar purpose. If not, I
know that the Prime Minister will wish to look for
different ways of making contact with people in .the front
line of developing new businesses.

7
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K.R. Dunn, Esq.




( LIST OF GUESTS ATTENDING THE MEETING AND RECEPTION TO BE GIVEN BY
THE PRIME MINISTER FOR INNOVATORS AND FINANCIERS ON MONDAY, 26 JANUARY

FROM 6.30 PM TO 8.00 PM

The Prime Minister

Inventors/Innovators

Professor M. French Department of Engineering, University
of Lancaster

Mr. R. Kinnersley

Mr. R. Hickman

Mr. A. Smythe Amstrad Systems Ltd.
Mr. P.C. Dowles Crado Devices Ltd.
Mr. P. Gotley Neotronics Ltd.

Mr. R.M. Hartley Dival Textiles Ltd.

Mr. M.A. Hiles

Dr, F.B. Mercer Netlon Ltd.

Mr. R. Mozley Richard Mozley Ltd.

Mr. E. Biss

Mr. N. Vinson Chairman, Development Commission

Mr. C.A. Davies Information Technology Ltd.

Mr. B. Allison Chairman and Managing Director, Business

Intelligence Services Ltd.

Mr. L. Brownlow Managing Director, Rodime Ltd.

Mr. H. Calvert

Sir William Mather Chairman of Compair Ltd.and the Council
of Institute of Directors and member
of the Board of National Westminster
Bank

Professor Michael Hampshire Professor of Solid State Electronics,
University of Salford and founder of
Pensec Ltd. and Salplex Ltd.

Mr. Tim Parker - Hiltcroft Packaging Components Ltd.

Entrepreneurs/Financiers

Mr, P, Naylor Managing Director, Job Creation Ltd.
Mrs =G fayvior Managing Director,TDC Development Ltd.
IBJigdne e JF G A habia) Managing Director, NRDC

- -—




Mr. Dollond Marketing Director, NRDC

Director General of Investments, NCB
Pension Fund

Mr. Jenkins

Mr. Peterson Venture Founders Ltd.

Mr. Momtchiloff Finance for Industry Ltd.

Mr. Redman Abercrombie and Co. Ltd.

Mr., I.W. Lovett Manager, Small Business Unit, Barclays
Bank Ltd.
Mr., M.T.J. Wallis Assistant General Manager, Midland Bank

Ltd.

Consultants

Mr. R, Cutting Managing Director, Cambridge Consultants

Mr. G.M. Edge International Director, Patcentre

Professor G.P. Blair Department of Engineering, Queen's

University, Belfast

Industrialists

Sir Alastair Pilkington
Dr. A. Spinks

Sir Robert Clayton

Lord Caldecote

Miscellaneous

Myissed ol Aise CALY:
Mr. R. Rayner

Mres o Ko stMe L1 oy,

Government

Pilkington Brothers Ltd.

Chairman, ACARD

—_——

Technical Director, GEC Ltd.

Chairman, Delta Metal Co. Ltd.

Venture Capital Report Ltd.
Institute of Patentees and Inventors

Chairman, Tyne and Wear Chamber of
Commerce and Industry

The Rt..Hon. Sir Geoffrey Howe, MP

Rt. Hon. Sir Keith Joseph, MP

Rt. Hon. Leon Brittan, MP

Nigel Lawson, MP
Neil Macfarlane, MP

Kenneth Baker, MP

John MacGregor, MP




( Members of Parliament

Sir David Price, MP
Sir Paul Bryan, MP

Mr. Ian Lloyd, MP

Mr. Kenneth Warren, MP

Mr, David Trippier,

MP
HE. ms ke SR AR ST AR GG
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Officials %

Dr. J.M. Ashworth CPRS

Miss A. Mueller Deputy Secretary, Department of
Industry

Mr. R. Franklin ' Department of Industry

Mr. A. Lovell HM Treasury

Mr. R.G. Caurtney Cabinet Office

10 Downing Street

Mr. Ian Gow, MP

Mr. Mike Pattison




Findlay Publications Limited

1 Copers Cope Road Beckenham Kent BR3 1NB Telephone 01-650 4877
Cables Findlaypub Beckenham s 2
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The Right Honourable Margaret Thatcher January 26th 1981

10 Downing Street /
London W1 3
Con Cf'/‘a) M

Dear Prime Minister

I was fascinated, if a trifle disappointed, to read the press
reports this weekend of your reception tonight for entrepreneurs
and innovators. It seems you are seeking iniative, so I felt I
should use mine, and ask whether it is not too late to issue one
more invitation,...

My pedigree as a small businessman and entrepreneur ain't bad -

I set up my company from scratch in 1974 with no outside help.

It publishes 5 journals with a turnover of £4 million, a staff of
85 and very respectable profits.

On the innovation front, I am even better qualified to attend. Last
year we sprinkled £150,000 on the troubled waters of engineering
industry, launching an important new journal entirely devoted to
innovation in engineering design. Few of your guests can have had

so much direct experience in the psychology of encouraging innovation.

I understand this is the second such meeting you have convened

and I felt I must speak up. I hope you will view my approach not
as ill-mannered sour grapes (your advisers cannot be expected to
know everything that is going on) but as a positive initiative in
the hope that I can help (the enclosed material explains more fully).

— ndl¥ Lc

I sit by the phone in eager anticipation.

R J Findlay
Managing Director

Registered in England No 1180917 Registered offices 6-10 Eldon Street London EC2M 7LU




Hydrovation (HYDROPONIC SYSTEMS) LTD.

l- ’_' Registered in England 1301213
Workshop: Registered office:

103A Water Lane, s : 12 The Turnways,
Leeds LS11 5QN,; / )L / ‘ Leeds LS6 3DU,
Yorkshire, . S Q \ Yorkshire,
England. ! England.
Telephone: 0532 468913 Telex: 557849 SLCROM G Telephone: 0532 781903
@ o

The Private Secretary to the Prime Minister,

10 Downing Street, kd /as
Whitehall,

London SW1 25 January 1981
Dear Sin,

Todays Sunday Times and Observer carried a report of a meeting tomorrow
(Monday) at 10 Downing Street for the express purpose of discussions
between innovators and government bodies together with financiers. I
spoke today with the Duty Officer and this letter is addressed to you
I with the request that it be passed complete to Mrs Thatcher in the hope
that it might be possible to consider my attendance at the evening
meeting to which my contribution from experience could be of merit.

———

, ) [ Attached are brochures, leaflets, an editorials montage and a copy of
4 the arfticle in the %Esso Farmer?! which will introduce the product and
a small part of the work entailed in bringing the project towards
manufacture. What is not detailed is the complete failure of our
funding, manufacturing, and government sponsoring bodies to cater for
the needs of the private inventor.

In the four years of developing hydrovation, I have made contact with
the NRDC, the NEB, most bankers, Sir Keith Joseph, my own M.P. Sir
Donald Kaberry, all to no avail other than a possible reason for the
change in NRDC advertising statements.

The Ministry of Agriculture have approved us, the COI have issued a film
worldwide from which we have had considerable response, and newspapers
and journals throughout the world have carried the story, Results so far
are an order from the U.N. for Brazil and almost £2m of quotations.
Ordinary enquiries in hand could be valued at some £4m. all of which
could mature to firm business for 1981,

All this from a small workshop on my own. It would not be possible to
state the frustrations and worry of trying to develop a product and
perform all the functions of an organisation whilst at the same time
maintaining a family and home. We have had to survive on an income of
less than £1,500 a year,

continued/2
N 2

Directors: C.A.Dunn; (Managing); L.A.W. Dunn; (Secretary) ; G.N.W. Dunn. Bankers: Lloyds, Leeds 6 (30-13-89) Account no: 0220761




. Letter to the P,S. to the P.M. 25.01.1981

A Member of the Institute of Marketing, the Institute of Patentees, and
other bodies, I have constructive views to offer which would appear to

be completely within the framework of current legislation. I would

state however, that the entire structure of bodies supposedly with briefs
to aid the inventor are incorrect. They aid only the existing corporations
and the academics who are insulated by permanent salaries.

Another similar conflict of opinion is in the confusion of intermixing
entrepeneurs, innovators, and inventors. They are most unlikely to be
the same people as their functions are dissimilar.

The concern for security is appreciated ( and in fact applauded), should
it therefore transpire that an invitation could be considered I offer
the following names for reference none of which are aware of this letter:

B. J. Stedman. MAFF ( Late of External Relations, Whitehall Place)
J. S. Robertson. NMAFF Exports Technical Advisor (Horseferry Road)

MR E. A. Kirkby. Lecturer Plant Sciences, Leeds University.
Mr M. Richardson, Manager, Lloyds Bank, Arndale Centre, Leeds 6.

Mr S. Westmacott, of Antony Gibbs & Sons Ltd. Fredericks Place EC2

You would be welcome to ask the opinion of any or all of them direct.

Yours sincerely,

i \\
*&%W‘exﬁ\] l r\ e

Kenneth R. Dunn
for Hydrovation Limited.




CONFIDENTTATL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE o01-212 33507
SWITCHBOARD 01-212 7676
P S/ Secretary of State for Industry

023 January 1981

M Pattison Esq %/m\(/ fMms by,

Private Segretapy.to the :

10 Downiﬁgusﬂirg%%lsmr 7; é{, AWAVE f?/ '/\/ /{V

TONDON > —— :

SW1 ﬂm/g /I%k(' (/‘/V é/o{ft 1)&&2\.
/Q{o’r/rt /(/[f//(e ) K/My /

Mr G M Edge, Director, Patscentre International, copied his
letter to the Prime Minister of 5 January to my Secretary of
State. As Mr Edge will be atbending the Prime Minister's
Reception for Tnventors and Innovaters on Mondsy night, you
may like to include a short note on Patscentre in the Prime
Minister's briefing.

2 Patscentre is a contract research organisation. It
has an international clientele of 500 or so companies; the
range of its work is illustrated in The attached brochure.

De This Department thinks highly of Patscentre's work.
The foreign contract business which Patscentre attracts is of
course very welcome though it is a source of regret that
whereas so many foreign companies make a beaten path to its
door, so few British companies appear to take advantage of
this centre of excellence.

4. The Prime Minister should be aware for her own infor-
mation that this Department is considering arrangements where-

by Patscentre could take over part of the work and staff of
one of the Department's own researc abDOTatoOr1€S,

CECTILY MORGAN
Private Secretary

CONFIDENTTAT,
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PRIME MINISTER

Your Reception on Monday 26 January

I hope you will find time to look at the
folder for Monday night's entrepreneurs/
”
innovators function. It includes a short
speaking note from John Ashworth to introduce

e LA 55

the discussion at the beginning. It also

includes papers volunteered by several of
At e i )

your guests. A lot of them are live-wire
G e i g
personalities, and although there may well be
B
flaws in some of their arguments, it would be
helpful if you can at least have a quick glance
through the material over the weekend.

—ie i

22 January 1981




.PRIME MII\LX'STE/R

\ Y

Reception on Monday 26 January

This reception seems to be having quite a simulating effect
on those invited. This is what we intended, and I hope it proves
productive. We are starting with a kind of informal seminar (with

drinks served) in the dining room. You will be in the Chair.
John Ashworth, who knows most of the guests, will sit beside you.

Flag A is a speaking note from which you might introduce
the discussion.

Flag B is a copy of a letter from John Ashworth to your guests,
covering a copy of the ACARD Report to you on the problems faced

by innovators.

A number of your guests have been stimulated by the invitation
to set down their own experiences. I have therefore added their
contributions, and I hope you have an opportunity to glance through
them at the weekend. They are:

Flag C paper by Dr. F.B. Mercer of Netlon Limited

Flag D : paper by G.M. Edge of Patscentre International
Flag E : paper by Andrew Smyth of Amstad
i oW D paper by Lucius Cary of Venture Capital Report Limited
R paper by Edgar Biss
*¥ (see additions overleaf)
The guest list is loose at the end of the folder.

It would be helpful if John Ashworth could have five minutes
with you shortly before the reception.

/T

22 January 1981




Two late contributions:

Flag H: a note from Mr. McIlroy of the Tyne and Wear Innovation
and Development Co. Ltd. - an interesting and very

recent initiative;
Flag I: a paper from Mr. Hiles. (John Ashworth advises that
i e

his written contribution is less useful than his work

an an inventor!)

23 January 1981




W 02189 21 Januvary 1981

TO: MR PATTISON

FROM: DR ASHWORTH

We spoke over the 'phone. I know this man and his
work. I'm a bit weary of both - although his
conclusions are often OK mome of his methodology is
dubious.

I would keep him and his report away from the
Prime Minister at present.

See. by Box M 4 |- 8T




Mr Pattison
With the Compliments of

DR J M ASHWORTH

CENTRAL POLICY REVIEW
STAFF

Cabinet Office
Whitehall London
SWI1A 2AS

Telephone 01-233 3000
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@ THE TYNE AND WEAR
Innovation and Development Co. Ltd.

Please Reply to + Mr. P. K. McIlroy,
W.A.Fairhurst & Partners,
CABINET OFFICE 2nd Floor, Crageside House,

, : Heaton Road, ‘

W 4 ! NEWCASTLE UPON TYNE,NE6 1SN,

2 2 JAN1981 Tel., 657112

FILIN G fvo o diuins

FILEING. S ttmiiristass

218t January,1981

Dr. J. M. Ashworth,
Cabinet 0ffice,
Central Policy Review Staff,
70 Whitehall,

LONDON, SW1A 2AS.

Dear Dr. Ashworth,

Thank you very much for your letter of 15th January, 1981 letting me
know the format of the reception and discussion at 10 Downing Street
next Monday.

I imagine that I was invited because of the Radio 4 interview that was
broadcast on Tth January; I shall be very pleaséed to outline the initiative
that we have taken here in Tyne and Wear,during the discussion.

In case I do not get an opportunity of explaining the background to

our work here I attach a very brief summary which may prove useful to

you when you produce a digest of what everyone has to say. J

A I am very much looking forward to the occasion.

Yours sincerely,

i

Chairman

el R |

c«.c. Dr.J.Hedley
Company Secretary

- Registered Office ' Sandyford House, Archbold Terrace, Newcastle upon Tyne. NEZ2. IED.




@ THE TYNE AND WEAR
~ Innovation and Development Co. Ltd.

PEM/218t_January,1981

STANDING COMMITTEE FOR ECONOMIC REGENERATION
IN TYNE AND WEAR

In the face of growing unemployment in the established industries

in Tyne and Wear and the apparent failure of previous initiatives,
a Committee was formed early in 1280 with the intention of finding
common ground and taking some positive practical measures aimed at
the stimulation of new business and, consequently, the creation of

new employment opportunities in the area.

The Committee was formed from the Regional TUC, the Tyne and Wear
Chamber of Commerce and Industry, the Polytechnics, Tyne and Wear
County Council and individuals drawn from local industry. The CBI

was involved at the outset but decided to withdraw its active support
mid-way through 1980 and the places previously filled by CBI representa-
tives have now been filled by individuals. There is an approximate
balance between the various interests represented on the Committee.

The first "concrete" evidence of the activities of the Committee has
been the setting up of the Innovation Centre. This consists of
premises containing basic machinery and small workshops and run by
a qualified full-time Manager. Someone with an idea can come to the

Centre, discuss it with the Manager and have it assessed by a small
panel of individuals with the relevant expertise. The assessment
i ude s !

Wl

= the technical feasibility of the idea;
-~ the commercial possibilities of turning it into a business;
-~ the potential ability of the applicant to follow the idea through.

If the idea is accepted for development, then the applicant will either
be helped at the Centre or, if appropriate, will be put in touch with
‘a laboratory or an existing firm with the machinery and expertise
required. One of the most important functions of the Centre will be

to advise the applicants on patenting and licencing arrangements.,

A Company has been set up to run the Centre. The Board consists of

ten directors representing each of the bodies making up the Standing
Committee. The Company is being funded by means of a 25% grant from

the County Council and a 7% grant from the Department of the Environment
via the Inner Cities Partnership Fund. An approach has been made to the
EEC and it i85 hoped that the Soofal Fund will be able to contribute to
the training aspects of the work of the Centre.

Registered Office ' Sandyford House, Archbold Terrace, Newcastle upon Tyne. NE2. IED.




@ THE TYNE AND WEAR
Innovation and Development Co. Ltd.

Please Reply to +  PEM/AM

218t January,1981

The main intention is to assist people within the Tyne and Wear

area and a dozen or so approaches have already been made by potential
local applicants. About the same number of people from other parts
of Britain have made contact and it may be possible to assist some
of them by arranging local links for the development of the idea.

The Company came into being at the end of 1980 and the Manager started
work on 19th January, 1981. The premises are in process of refurbishment

and extension. The first applicants should be able to use the workshops
during April.

P. K. McIlroy,
Chairman

Registered Office ' Sandyford House,  Archbold Terrace,  Newcastle upon Tyne. NE2. IED.




TO: MR PATTISON 21 January 1981
FROM: DR ASHWORTH

You may be interested to see this reaction by Steven Dollond to Mr Biss!
paper — which was quite critical of the NRDC. I have a very high opinion

of Steven and I hope the Prime Minister will support him, and those like

him, who wish to change NRDC's attitudes. I believe Steven has done a

good joh in the three or four years he has been at the NRDC and he deserves
our support and encouragement. Wild suggestions to "close down NRDC" or
"merge it with the NEB" do not readily lead to constructive action on the

part of those, like Steven, in a position to be effective!




National Research Development Corporation
PO box 236 Kingsgate House 66/74 Victoria Street London SW1 E 6SL
Telephone 01-828 3400 Telegrams Nardec London SW1 Telex 23580

Your ref . CABINET OFFICE .. “
W #7263, ....
2 1 JANI98I

FILING (T He TSNS

Our ref

Dr J M Ashworth A%
Cabinet Office FILE No.
Central Policy Review Staff
70 Whitehall

London SW1A 2AS 19th January 1981

Dear John,

Thank yoﬁ very much for giving us advance notice of Mr Biss's paper.
I have never seen this case before but I can say that I sympathise with a
lot of what he says.

I look forward to seeing you on 26th January.

Sincerely,

Steven Dollond
Marketing Director
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DR, ASHWORTH
CENTRAL POLICY REVIEW STAFF

I enclose another offering from one of
the guests for 26 January.

As with the others, I will let the Prime
Minister take a look at this over the weekend,
and I should like to leave it to you to decide
whether any wider distribution would be useful.

M.A. PATTISON

20 Januarz 1981




HS

20 January 1981

I am writing on behalf of the Prime
Minister to thank you for your letter and
enclosure., I know that she will be interested
to see this before next Monday's function.

M.A, PATTISON

G.M. Edge, Esq.




Netlon Limited

Kelly Street Blackburn
England BB2 4PJ
Telephone 0254 62431
Telex 63313

FBM/LM

20th January, 1981.

NETLON

Mr. M. Pattison, /
Private Secretary, ;
10, Downing Street, A / ‘L~'.
London, S.W.l.

Dear Sir,

The Exploitation of British Inventions

I have been invited to attend the Prime Minister's
reception at No. 10, Downing Street, on the
26th January, 1981. Having read the back-up

papers provided by the Cabinet Office Central
Policy Review Staff, I decided to draft a short
note to the Prime Minister.

I am hoping that it may be possible for the
Prime Minister to glance at these notes prior to
the reception. e e )

Yours faithfully,

Dr. F.B. Mercer,
President.

CeCe Dr. J.M. Ashworth,
enclosing copy notes.

Registered in England No 503172
Registered Office Kelly Street
Blackburn England BB2 4JP
Netlon and Tensar are

Trade Marks of Netlon Limited




Netlon Limited

Kelly Street Blackburn
England BB2 4PJ
Telephone 0254 62431
Telex 63313

20th January, 1981.
TOE The Prime Minister

FROM: Dr. F.B. Mercer,
President, Netlon Limited.

SUBJECT: THE EXPLOITATION OF BRITISH INVENTIONS, ”i)‘”

RECEPTION AT NO. 10, DOWNING STREET,
26TH JANUARY, 1981.

These notes were prepared prior to receiving a letter from

Dr. J.M. Ashworth of the Cabinet Office Central Policy Review
Staff and the restricted A.C.A.R.D. report which was enclosed
with his letter. Having studied the A.C.A.R.D. report, I
decided to forward this document as it is perhaps relevant to
three areas which A.C.A.R.D. have considered in detail. Each

Oof the three submissions is based entirely upon my own personal

experience.

SUBMISSION HEADINGS

1. THE DEVELOPMENT OF CARPET TUFTING MACHINERY

I cite this development as it involved an attempt by a
large, dominant and old established British industry to

stranagle at birth a technological advance in Britain in
order to preserve the old industry.
2 THE NETLON PROCESS (EXTRUDED PLASTICS MESH)

I cite this invention as an example of the problems and
pitfalls relating to the realistic appraisal of new inventions.

. b THE TENSAR PROCESS
(HIGH TENSILE STRENGTH POLYMERIC GRIDS FOR USE IN
CIVIL ENGINEERING APPLICATIONS)

I cite this invention as an example of the most significant
effect Government assistance can have in the early stages
of research and development and exploitation of British
inventions. It is perhaps one example of what is hoped

to be achieved as a result of the Downing Street symposium.

Registered in England No 503172
Registered Office Kelly Street
Blackburn England BB2 4PJ
Netlon and Tensar are

Trade Marks of Netlon Limited




NETLON

SUBMISSION 1.
THE DEVELOPMENT OF CARPET TUFTING MACHINERY :

In 1954 I was responsible for the development of the first

carpet tufting machine to be constructed in Europe. After the
machine had satisfactorily completed its proving trials, I was
approached by the Chairmen of two of Britain's largest conventional
carpet manufacturing companies. Each asked me to sell out m

entire interests because they did not wish carpeté-ﬁgﬁﬁngEﬁ¥Ea

by this process to be sold on the British market because such
carpets might endanger the high reputation for British Wilton and
Axminster carpets, a reputation which had been built up over a

very long period of time. At the same time the largest British
synthetic fibre manufacturer refused to give any support whatsoever
and quoted reasons which were almost identical to those of the
carpet manufacturers. From what was said to me at the time, it
became clear that the carpet manufacturers did not wish new
technology to employed which in the medium or long term would

cause a high proportion of their looms to become obsolete.

Their requests were turned down. I advertised the development
of the new technology and its machinery in the carpet trade press.
The small company I had formed with a capital of £1000, Tufting
Machinery Limited, immediately commenced taking orders from
medium-sized carpet manufacturing companies in this country,
requesting 20% deposit with order. Within one month the company
had a credit balance at the bank of £80,000 (1980 equivalent -
£490,000). The company never looked backwards.

Prior to the recent recession, the carpet tufting machinery
industry, which is all based in Blackburn and district, employed
more than 2500 people. The industry has, since its inception,
exported approximately £200,000,000 of machinery and four Queen's
Awards to Industry have been awarded for Export Achievement.

SUBMISSION 2.
THE NETLON PROCESS :

This process produces plastics mesh structures directly in one

step from the polymer melt to the finished product in contra-
distinction to the manufacture of textile or quasi-textile structures
requiring a multiplicity of individual manipulative steps. The
products are used, for example, in packaging, agriculture,
horticulture, fishing, fish farming, land drainage, and other

uses too numerous to mention.

I invented the process in 1955 and the process was successfully
reduced to practice within eilghteen months. As I was heavily




NETLON

engaged in the management of family textile businesses and the
development of the carpet tufting machinery industry, I decided
that the Netlon process should be "sold off".

The invention, (already the subject of patent protection),
including details of the process, was explained in the strictest
confidence to the then Main Board Development Director of the

largest chemical company in BrI . offere entire
worldwidée ghts Lo um of £10,000. The Development Director

showed considerable enthusiasm but indicated that the invention
must be assessed by the Chairman of the company's Plastics Division
together with his technical and scientific advisers. Ten days
thereafter I received a letter which stated, "Whilst the basic
concept is ingenious, I am advised by Plastics Division that the
process cannot be made to work on a commercial scale because
polymer melts cannot be sheared in the way you propose. Thank
you for your offer."

Within twelve months a manufacturing licence had been signed with
a U.S.A. company which was then the world's largest chemical
company . Twelve months thereafter a manufacturing licence had
been signed with a Japanese company which was then, and is still,
the largest chemical™company in Asia. During the same period
licences were signed in ten other countries with companies of
various sizes. Today Netlon Limited has licensees in twenty-five
countries. Even after twenty-two years, and to a large exten
due to constant technological advancement, licences are still
being signed. We are currently completing the construction of
Netlon manufacturing facilities for the Yugoslav Government. The
construction of a Netlon manufacturing plant for Mexico has
recently commenced. A licence for a Netlon plant for the
Hungarian Government was signed and ratified in December 1980.

The Netlon invention created an entirely new worldwide industry.
Including unlicensed countries (i.e. where no patent protection
had been applied for) and where Netlon Limited has licensed the
process, the invention is exploited in more than thirty countries.
In excess of 4500 people are employed and global sales in 1980
will have approached £160,000,000.

The invention has resulted in a Queen's Award to Industry for
Technological Innovation, a Royal Society Gold Medal (Mullard Award)
and The Prince Philip Gold Medal for "Plastics in the service of

man".

SUBMISSION 3.
THE TENSAR PROCESS :

I invented the Tensar process in the summer of 1978. It is a
process for the production of polymer grid structures having the
tensile strength (but not the tensile modulus) of mild steel. As




NETLON

with Netlon there is no metallic component in the structures.

It will be used primarily in civil engineering a ions and
in the construction industry. The uses will include the
reinforcement of concrete, the reinforcement of asphalt for
highways, soil stabilisation, embankment construction, artificial
islands in the Arctic to support oil drilling rigs, coastal
protection, land reclamation and many other analogous uses.

At the outset it was realised that the cost of research and
development and the progression through to a pilot plant stage
would involve a sum of money which would be a formidable amount
for a company of the size of Netlon Limited to support, but never-
theless the Company decided to proceed. After Netlon Limited had
spent almost £1 million of its own money, it learned of the
facilities offered by the Requirements Board. For some months
the Company had been attempting to discover the full range of
assistance which was offered by the Government but did not find
the disco of such information a straightforward matter.

After suitable presentations, the Requirements Board agreed to
finance 25% of the remaining estimated cost of the research and
development project by way of a sum amounting to £783,000.

Without such Government assistance the project would have moved
much more slowly and far less efficiently and the Government's
assistance is acknowledged as being of vital importance.

Applicational research in an area of such high technology is as
important as the fundamental process and project research.

After lengthy negotiations, six Universities in this country have
agreed to co-operate fully and a submission was recently made to
the Science Research Council to sponsor this research under a
co-operative research grants scheme, the S.R.C. proving £515,000
and my Company providing an equal amount. However, the scheme
has not yet been approved by the S.R.C. R <y

It is understood that for developments of an outstanding
technological nature, bringing in their train major benefits

to the public, E.E.C. support can be obtained to the extent of

50% of the entire research project. With considerable difficulty,
the Company is attempting to discover which particular Department
in Brusseéls handles these special projects.

In these notes I have not attempted to put forward any constructive
suggestions or proposals. If, after the Downing Street reception,

it is thought that I could be of any assistance in the furtherance

of the aims of this new concept, I shall be only too pleased.

Copy to Dr. J.M. Ashworth
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RECEPTION FOR INVENTORS

We spoke yesterday about the modest publicity that might be given to this
event. I now attach very brief notes about all those who were invited to
the reception (I do not know which are coming) to assist you in this. I
also attach the lists of addresses. The extra details are predominantly
for the inventors since the financiers etc in general have titles which
adequately describe their background and I would have thought that you
will focus more on the inventors in any publicity anyway.

You were intending to get in touch diréctly with the Design Council about
Mr Calvert and were also going to ask them about some of the names that
they suggested. I would be grateful to see the information that they

provide.

No doubt the Prime Minister will wish to have such brief riotes on those
present before the reception. I am therefore copying this letter and
the list to Dr Ashworth and Mr Pattison. ]

—

R G COURTNEY

Mr N Gaffin
Press Office
10 Downing Street

Encs




PRIME MINISTER'S RECEPTION FOR INVENTORS
MONDAY 206 JANUARY 1981

Notes on Invitees
INVENTORS

Professor M French

R Kinnersley

R Hickman to be provided by Design Council
A Smythe

P C Dowlg;

Inventor of new type of hotel room safe, with combination lock allowing access
by guests and, if necessary, management. Recently started production with
NRDC support.

P Gotiey

Invented new form of gas detection equipment, employing microprocessor. Firm
started in 1973. Now employs 50, turnover £1 million.  NRDC finance, datest

product - portable flue-gas analyser for checking boiler efficiencies.

R M Hartley

Invented new way of processing bonded fibre wastes to create high quality fibre.
Opened new factory in September 1980, with NRDC assistance.

M A Hiles

Inventor of lSopbothane', a polymer that simulates the energy-absorbing

properties of human flesh. Now in production by BTR Industries. Used for seals,

accoustic damping, orthopaedic shoes. Supported by NRDC.

F B Mercer

Invented new way of making nets. Plastic netting 'Netlon' now extensively used.

R Mozley

Inventor of new forms of mineral separation and treatment equipment, solids

separators etc. Assistance from NRDC.




E Biss

Has invented new note weighing machine, controlled by microprocessor. Currently

seeking finance to start production.

N Vinson

Founded Plastic Coatings Ltd based on new method of applying plastic to metal.

Service on Crafts Advisory Committee and Design Council.

H Calvert

Prize winner in Schools Design Prize competition., Invented protable gymnasium.

Ran family software firm while studying for A levels.

Professor M Hampshire

Professor of Solid State Electronics at the University of Salford. Co-founder
of two companies - one indépendent, the other now owned by GEC - for exploiting
Salford University inventions. Products: novel noise generator atfelectronic

switching circuits for cars.

e, Parker

MD, Hiltcroft Holdings Ltd. Has developed, with industrial development unit of

Salford University, novel containers for pharmaceuticals.

C A Davies

Chief Executive, Information Technology Ltd. Manufacturers of office
technology products, turnover £10 million. Previously started company making

automatic test equipment for computer industry.

B Allison

Chief Executive, Business Intelligence Services Ltd. Company supplies software

to financial sectors. Founded 15 years ago, now employing 300, turnover £8 million.

L Brownlow

MD, Rodime Ltd. New company (founded 1980) manufacturing computer periphenalg.

American, previous experience with Burroughs.




ENTREPRENEURS

P Naylor

MD, Job Creation Ltd. This firm establishes small firms in redundant buildings,
largely in depressed areas. Previously MD of BSC (Industry) Ltd, responsible

for creating employment to cushion steel closures.

G Taylor

MD, TDC Development Ltd. Recently returned to the United Kingdom from 15 years

venture capital experience in California. TDC in as off shoot of ICFC.

Dr J C Cain

MD, NRDC. Biologist.

S Dolland

Marketing Director, NRDC. In previous job, carried out comparison of small

firms in United Kingdom and Germany for Anglo-German Foundation.

J Peterson

Head of United Kingdom branch of American venture capital company. Venture

Founders Ltd. Major commitment in St Helens with Pilkington Trust.

I Mountchiloff

Finance for Industry Ltd. An off-shoot of ICFC.

P Re‘iﬁman

Abercrombie and Co Ltd. Investors

M TS Wallis

Assistant General Manager, Midland Bank Ltd.

I W.Lovett

Manager, Small Business Unit, Barclays Bank Ltd.




R Duthie

Chairman, Scottish Development Agency.

CONSULTANTS

R Cutting

G M Edge to be provided by Design Council
Professor G P Blair

INDUSTRIALISTS

Dr A Spinks

Chairman, ACARD. Formerly Research Director, ICI Ltd.

Sir Robert Clayton

Member of ACARD. Technical Director, GEC Ltd.

Lord_Caldecote

Chairman, Delta Metal Co Ltd. Formerly Chairman of Design Council.

Sir William Mather

Former Chairman of Mather and Platt Ltd, a large engineering firm in Manchester.

President of UMIST.
MISCELLANEOUS

J L A Cary

Founder of Venture Capital Report, a journal that presents business propositions

needing support.

R Réyner

1
Secretary, Institute of Patentees and Inventors. This body advises inventors

on protecting their ideas.




P K McIlroy

President, Tyne and Wear Chamber of Commerce and Industry. Chairman of Board of
Tyne and Wear Innovation Centre which provides a workshop and advice for people

wishing to test ideas.
GOVERNMENT

Dr J M Ashworth

Chief Scientist, CPRS

Miss A Mueller .

Deputy Secretary, Department of Industry, with responsibility for small firms,

Dr R Franklin

Deputy Chief Scientist Officer, DOI. Responsible for NRDC.

A Lovell

Under Secretary, Treasury. Responsible for aspects of industrial policy.

R G Courtney

Hevte)
Principal Scientific Officer, Cabinet Office. Member oﬁ/Sécretariat.
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TO: M PATTISON 20 January 1981

FROM: J ASHWORTH

. I attach a draft of the Prime Minister's opening remarks for the 26th.
I also attach a list of the two people whom I have asked to introduce each
gsection - I assume that they will all accept this job.

You say in your note that I will be 'MC'. I imagine you mean by that
that I will prompt the Prime Minister in her role as chairman. I hope
she is happy with that thought. Is there any chance of my having a few
words with her before things start on Monday so that I know what exactly
she wants?

Looking at the list of Ministers you have invited makes me wonder whether
Mr Neil MacFarlane of DES should not also come? Could you advise me please.




GUESTS INVITED TO INTRODUCE TOPICS

Lead

Dr A Spinks
Mr P Gotley
Professor Hampshire
Mr G Taylor

Mr P Naylor

Second/Reserve

Mr J Peterson
Mr E Biss

Mr T Parker
Mr I Lovett

Mr P McIlroy
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PRIME MINISTER'S RECEPTION FOR INVENTORS - 26 JANUARY 1981

OPENING REMARKS

Welcome.
I am very pleased to have the opportunity of meeting you tonight.
As you know, a principal aim of the Government's economic policies

<:) has been to stimulate individual initiative by encouraging the formation

of new businesses and enabling their owners to mtain more of the wealth
that they have created. Factory closures and unemployment may take the
headlines, but as I go round the country I am constantly impressed by
the vigour with which people are working in small firms and their
determination to maintin what is often very rapid growth. We clearly

have to look to the country's smaller firms, and particularly those in

@ areas of new technology, to take up much of the labour now being shed

because of the rundown of our older industries.

2 But a number of people have said to me that in Britain there are

<::;2’ barriers to the exploitation of new ideas, that it is more difficult
here than in other countries to start firms and make them succeed.
Clearly we want to remove these if we can although I suspect that the
influence of Government may in some areas be very limited. I asked ACARD
S e e
(::7 to advise me on the problems of inventors and very small firms. I

understand that you have all seen the Council's report and I want to

discuss it tonight since it seems to cover the main issues quite

comprehensively.




3. There are, I think, five main themes in the report:

The problems that exist in getting new ideas considered.

The role of the NRX. Q@ h,,7
@ How universities can exploit their ideas. UM;O-

e
Tax changes that would help small firms. _ I‘b ‘9 7

Problems of buildings and the role of local advisory organisations. N‘b La/‘

4. Let us deal with each in turn. We have about an hour to cover the
five. Before we start, though, let me just say that I fully recognise

the difficulties that most firms face because of the value of the pound,
high exchange rates and so on. The Government are not compgacent about
these but let us tonight concentrate on those factors that prevent small
firms from being started or from flourishing, rather than those that affect

big and small alike.

5 Now I think that some of you have been asked to open up the discussion

on each point. Dr Spinks, would you like to introduce the paper and start
ST ey gy e ——————y
us off on the problems of getting ideas considered?




Prime Minister'y Reception for Innovators and Financiers,
Monday 26 January

~“The Prime Mi?isp‘r introduced a 90 minute discussion. ZZ;Q 447 2
S e tmed Yure lopees Ay MgAGA wn' Uhe ACARY WANT an pnollemns
of—i [1ve \main themes—were introduced wi bT1e fee

3fs wene

prepared—statements:

The problems that exist\in getting new ideas considered
The role of the NRDC

How universities can explpit their ideas

Tax changes that would hel} small firms

Problems of buildings and the role of local advisory organisations.
The discussion was not confined by the themes introduced,
and the main points to emerge were spyead throughout the discussion.

In the course of discussion the followAng main themes emerged:

Presentation often represented a majdr hurdle in selling an

idea to those who could help finance and deyelop it. The
innovator; approaching a potential investor Needed to be able to
marshal ideas in the expectation of critical g estioning. Not
surprisingly, many innovators lacked presentatiomal skills. It

might be that NRDC should accept some educational\role here.

/Multiple Access Poin

)




Multiple Access Points were important for innovators, and

potential developers and financiers recognised this. Whether an

rgpe L

approaeh was taken up on the basis of gut reaction or more

considered group decision, judgment was involved: a very small

proportion of new ideas were taken up; no-one would claim that

judgment was perfect; it was therefore right to have a wide VIS i’
v

sources@® funding. It was nevertheless wrong to claim that access

points were limited at present - for instance the clearing banks

had 14,000 branches and each manager would have to form his own-

judgment on projects presented to him.

The basis of selection used by most potential sources of

finance was likely to be an assessment of management skills.
Those with inventions to sell needed to understand this. The
Government's servants or bankers were not likely to be over-
whelmed by the innovator's own vision. Some organisations,

like ICFC, were developing national networks of offices with young

entrepreneué managers: innovators might find it easier to relate

to these managers, although they would still be primarily looking

for management record or potential.

New innovators felt trapped by the existing institutional

structure. But the institutional investor was in a position to
take on some high risk projects because the institution's range
of investments and some gambling. In addition, high growth

industries of the future were likely to depend on the use of a
range of technology outside the scope of individual innovators:
Only a positive approach by large existing companies or public

sector institutions could provide the facilities and support to

/bring




bring together the necessary work.

The structure of tax incentives still sucked funds into

the life insurance, pension arrangements, and building societies.
Comparable tax incentives needed to be provided for investment

in new products and new businesses. There was, however, the

problem-ef proposals for such incentives imdividuatty assumed

No%s kiliy Of s Conemn,

that balance ceu&d-ba=gesi9red by with@rgwing advantages from
MWW

investments which were already tax-pwewesling.

Sens sl creal Cbe moine

Developing and marketing of new products could often require

a public/private sector mix of funding: the process of putting

together such a package tended to involve one decision point
for the private sector but multiple decision points in the public

sector. There was scope for some brokerage function between the

innovator and public service sources of finance: NRDC might be

in a pesition to play such a roile:

7 m(/%r‘ﬁwv\ju/g v ¢ yaadd man

Invention did not necessary lead to innovation and innovation

did not necessary lead to business success. A product which was
to be capable supporting a business needed to be a much better
one than was necessary simply to extend a product range. ic;b (;%c

W ceamamy, WMW/(& sma A Mm(xc

Our university and polytechnic structure did not provide

incentive for innovation. The promotion opportunities depended
on traditional academic work; there was little financial reward
for marketable ideas developed within a university, because of

the virtual NRDC monopoly, even if innovators working in this

/environment




environment were able to cash in, the prevailing ethos would treat
this as immoral. Those who exhibited the potential to develop
new products tended to disappear into a small group of large

firms - often in a service rather than manufacturing role.
Oun Cadilin 7 fincan chh &aﬂ(uy éf/u&é«éua/m@
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Venture Capital Report {td

HeadOffice: 2 The Mall
Clifton
Bristol BS8 4DR
CABINET OFFiCE Tel. Bristol (0272) 37222
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FILING INS rRUC )

Dr J.M.Ashworth
The Cabinet Office
Central Policy Review Staff FILENO. convisnssssiiiissiinenns
70 Whitehall :
London

SWI1A 2AS

19 January 1981

Dear John,

Thank you for your letter, and I will look forward to seeing you at the
Prime Minister's reception.

.,6"\9 I read the ACARD report, on which you assisted, with great interest, and I
N’ ¢ support most of the conclusions. However, on one point the report seems
(*' contradictory: on the one hand it says that the number of decision points
; (ﬁﬁ should be increased (absolutely right), and on the other that NRDC should
. RNhave access to up to £50m (sic) from the exchequer (concentrating too much
) «-,‘,muscle in one decision point - absolutely wrong). ‘
>V X

X

4" T know that governments and therefore possibly those whom they choose to
. advise them, will prefer dealing with one large bureaucracy rather than

with many small independent bodies, but in this case, as the earlier
analysis stated, we need to increase the number of people acting
independently in the field. If ten bodies of whom NRDC might be one, had
access to £5m each, I believe the effect would be very beneficial., I
believe I could find you ten such bodies, and will happily volunteer to be
one myself. If the money were to be given to NRDC, then it would be better
given to 10 independent financial centres within NRDC, which would
stimilate corpetition and encourage enterprising decisions.

Above all, inventors need rapid response and advice, and (best of all)
active involvement from people who have started successful small businesses
themselves, preferably in the same field of endeavour so that the investors
understand the technology and have contacts in the market. I do not believe
that NRDC contains such people.

Here I am glad to say that projects continue to be funded: one recent
project had 17 approaches, and we had one grunbling letter from another
entrepreneur whom we wrote up on Decerber 1, who had his money (c. £50,000)
two weeks later from a VCR subscriber, and wrote complaining that he had
only had four approaches! However, there are still good projects (in my .
view) which we write up which are not being funded, and I would very much
like to change this.

PTO.

Directors: J.L.A.CARY T.W.N.GUINNESS W.H.SMITH
Registered Office: 2 The Mall, Clifton, Bristol BSB 4ADR  Company Registration No, 1367182 England.




One bad thing is that the nunber of VCR subscribers has fallen slightly to
440, and although we are having a campaign (12,000 letters later this week)
to try to obtain more, it does mean that we are only just financially
viable - not a good thing since there is much we could do with more funds,
such as lowering our price so increasing the number of decision points
still further, opening regional offices so enabling us to cover nore
projects, and employing one person to spend time encouraging inventors in
universities and elsewhere to make profitable businesses from their
inventions. s e ;

Yours,

N

J.L.A.Cary
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DR, ASHWORTH
CENTRAL POLICY REVILEW STAFF

I enclose a copy of a paper from Andrew
Smyth of Amstad, prepared for the Prime
Minister's function on 26 January.

I will show this to the Prime Minister
over the weekend, together with other offerings.

May I lemve it to you to give it any other
circulation which you feel useful?

M.A. PATTISON

19 January 1981




CABINET OFFICE
Central Policy Review Staff

70 Whitehall, London s WIA 248 Telephone 01-233 7089

W 02177 15 Januvary 1981

e e

One of those invited to the Prime Minister's reception
on 26 January has sent me the enclosed paper. I do
not think it is suitable for general circulation (as
he seems 0 wish) but I do think it appropriate for me
to send it to you, Mr Franklin (DOI) and Mr Taylor
(TDC) on & confidential basis. ,

DR J M ASHWORTH

S Dollond Esq |
NRDC {

i ¢c Mr Tranklin, DOT
esoa stroet lir Taylor, T0C
London SW1 , Mr Pattison, No 10

(for information)
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CABINET OFFICE
Central Policy Review Staff

70 Whitehall, London swia 2as  Telephone o1-233 7089

W 02175 15 January 1980

I was pleased to learn that you will be attending the Prime Minister's
reception at 10 Downing Street on 26 January. I thought it might be
helpful if I gave you some further guidance on what the Prime Minister
hopes to accomplish.

As the note enclosed with your invitation indicated the Prime Minister

has been concerned by representations made to her about the continuing
difficulties faced by private inventors seeking the commercial exploitation
of their ideas. She asked the Advisory Council for Applied Research and
Development (ACARD, Chairman, Dr Alfred Spinks) to advise her on these
metters and I attach their report. You will note that this document is
marked "Restricted". This means that you should regard it as a privileged
communication and not inform others of its existence or contents. I hope
you will be able to read this report before 26 January because it is the
Prime Minister's intention to cover the topics discussed in it during

the first part of the reception.

When you arrive at No 10 Downing Street you will be given a name tag, a
list of those others attending, and shown into the Dining Room where
refreshments will be available. The Prime Minister will then make a few
introductory remarks and invite one of your number to introduce the first
set of topics drawn from the ACARD report. This introduction should be
brief and to the point; general discussion of this set of topics will then
follow for some 10~15 minutes.

The Prime Minister will then invite someone else to introduce the second
set of topics and so on. We have selected five sets of topics:
(paragraph numbers refer to the ACARD report)




i. getting ideas considered (paras 10-13 & 16-17)

ii. the role of the NRDC (paras 15, 19 & 22)

iii. the exploitation of university inventions (paras 6 & 7)
iv. fiscal incentives (paras 24-26)

v. premises and local assistance (paras 28-29)

so this part of the proceedings should last,ahpu an hour. The purpose

of this structure is to enable us to havesxresgﬁzgiy-coherent discussion of
the issues which ACARD has identified. We do not in any way necessarily wish
to limit discussion to the issues identified by ACARD and I hope you will
make additional points where appropriate.

Following this informal "seminar" the Prime Minister will then lead the way
into the Pillared Room where more refreshments will be available and the
reception will continue informally, with the Prime Minister and her
colleagues circulating amongst you all.

Because the reception is organised in this way, it will be important to start
the "seminar" reasonably punctually. It would therefore be most helpful if
you could arrive at Downing Street promptly for 6.30 pm - although the

Prime Minister will quite understand if some of her guests are unable to be
there from the beginning.

We hope to have a number of other Ministers present on the 26th but I
cannot tell you at this stage who they will be.

I have written separately to those who will be invited to introduce each
of the five sets of topics outlined above, but if you are not one of those,
I hope that you will nevertheless come prepared to make a contribution and
help us make this an informative and stimulating, as well as enjoyable,
occasion.

DR J M ASHWORTH
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PATSCENTRE INTERNATIONAL EKONOMISK FORETAGSLEDNING (EF) AB
CAMBRIDGE DIVISION

MELBOURN

ROYSTON

HERTS SG8 6DP

TELEPHONE 0763 61222

TELEX 81561

k d
The Rt Hon Mrs Margaret Thatcher 15 January 1981
Prime Minister

10 Downing Street \?\
London ’

Dear Prime Minister

Recognising that there will be other worthy and committed
souls besides my own vying for your time at the reception
which you are holding on Monday week to discuss innovation
and related topics — I felt I could do no better than to
send you a copy of an exchange of correspondence between
Sir Keith Joseph and myself following Sir Keith's much
enjoyed and appreciated visit to Patscentre Cambridge in
October 1979. T A T

This correspondence summarised the problems and opportunities
related to innovation in the UK as seen by ourselves and
which remains largely unchanged since then. An important
change and development, however, has been the establishment
by the Prudential and ourselves of Prutec:

Prutec, on the basis of its own broad technological and
investment strategy, is able to take the initiative in
responding to an established market need for a new
product or process. It can do this by investing in an

R & D/production engineering programme leading ultimately
to the project being hosted by a UK based company for

manufacture and marketing.

This approach, which really is an innovation in its own
right, transforms the traditional concept of a funding
agency from an essentially passive role into an active,
even aggressive participant in industrial product and
process development.
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I have enclosed an article by Christopher Lorenz which
describes the Prutec concept in a rather more eloquent and
etached way than my own.

I am grateful to you for the opportunity to participate
once more in these discussions - the previous being at the
Dorchester. Since that time, I am glad to say that our
business has continued to develop well - we now have our
own laboratories in the USA, Belgium and Australia, as well
as Design Units in France and Germany. In addition, we

are presently doubling the size of our Cambridge building
to enable us, for example, to extend our Biotechnology
facilities into recombinant DNA and to provide more
sophisticated optical semiconductor development equipment.

I look forward very much to meeting you once again.

Yours sincerely

0 % ol

G M Edge
Director — Patscentre International

Copied to Sir Keith Joseph
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The Rt Hon Sir Keith Joseph

Secretary of State for Industry

Department of Industry

Ashdown House

123 Victoria Street
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When you visited Patscentre recently I promised to write to
you with a summary of our opinions on three topics

v Innovation and Invention

= Patscentre problems associated with
penetration of the UK market
Notes on the impact of biochemistry.

This letter reviews as concisely as possible the first two
areas but I felt, on further reflection, that the impact of
Biochemistry on 1ndustry will be so extensive that any
attempt by me to Sunmarise our views by letter will be so
superficial as to be misleading and unhelpful to you. We
are, therefore, preparing a report which will cover
Biochemistry more thoroughly than I could possibly do in

a letter designed to rest only briefly in the 'Pending'
tray.

We will send this report to you as soon as we can, probably
by the end of October.

Returning to the first two subjects of this letter, I will
first remind you of the crucial distinction between innovation
and invention which is fundamental to our own approach to
product development:
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Innovation is the creative assembling of existing science
and technology in response to a need.

Invention is a similar creative assembling of existing

science and technology in the absence of an established
need.

Obviously there are overlaps and exceptions but by and
large,in our experience,these definitions hold true and
are extremely helpful in determining a strategy for a
new product (or process) development programme for an
industrial company.

As an aside: it is important to distinguish between needs
and wants. For example - in the USA, and elsewhere, There
has been a need for energy effective passenger cars for

some time. At the same time the ultimate purchasers have
not actually wanted such a vehicle. The need converted to

a want only when queues developed outside the petrol station
(and as quickly disappeared when supplies recommenced) .

Unfortunately, it is common, if not the norm, for these
definitions to be seriously confused leading to a totally
inappropriate strategy in respect of technological change
within a particular industrial company.

The plight of the individual inventor is familiar to all
of us - having committed himself totally to his invention
he then treks from company to company with mounting
frustration,stemming quite clearly from his not havin
accuratel erceived a commercial or social need for his
idea and in the inability of those organisations he meets
to consider his idea in response to their own needs.

On a larger scale, this leads to criticism, often un-
justified, of organisations such as the NRDC. They can
certainly sponsor an idea and bring it forward in a clear
and demonstrable way but, in the limit, unless the company
to whom they present the concept can assess it against a
structured view of their own needs,then frustration will
again ensue.

Patscentre's dogma is based upon our definition of innovation
and we have developed the approach which 1 described to you
as 'strategic product development',in which the needs and
constraints are established before the expensive and risky
trail of research and development is embarked upon.




This brings us naturally to the second point of our discussions -
a majority of companies whom we encounter in the UK are simply

not organised to deal with new product development in a strategic
and effective way. v

What a majority seem to want is to be presented with a shopping
list of new inventions and concepts from which they will make a
choice based upon arbitrary criteria - even emotional criteria
such as hunch or 'judgement'. PA are simply not prepared to
present such lists and this has lead over the years to our
undertaking a large proportion of our work for companies outside
the UK,who are prepared to take a structured and thoughtful
approach to new product developmenET-§3me examples of such
companlies whic mentione 0 you at our meeting include

Bosch (Germany), Electrolux (Sweden), Siemens (Germany), Thompson~-
CSF (France), Caterpillar (USA), Corning (USA), General Electric
(USA), Longines (Switzerland) - a current list of some 500 world-
wide. ;

I make this point not to impress but to counter an opinion often
expressed amongst UK companies that:"outside resources are not
required because we have substantial in-house R & D facilities".

I will summarise some of the differences we identify which, in
respect of their approach to product development, contrast UK
companies from their equivalents particularly in Scandinavia,
Germany, Switzerland and France.

Awareness

This is fundamental. Many companies are simply not aware that
such a highly creative act as innovation can be controlled in
the same way as any other business activity. More seriously,
many are not aware of the potential of innovation and technolo-
gical change to enhance 'added value', to improve operating
margins, reduce process costs and so on.

Organisation

Because product development is perceived as an ephemeral, intangible
activity, the organisation structure tends to isolate the R & D
function from Eeneral business activities. This then creates
ivisions within a company where Marketing, R & D, production
engineering, product design, are considered as entirely separate

activities each controlled by individuals who may not even be in
day to day contact.
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Such rigid structures are one of the most serious threats to
& company's ability to respond to change.

The approach taken by successful continental European and
Anerican companies is to matrix the rew product development
function across the whole organisation,enabling the Product
Manager to assemble or disassemble his team rapidly as the
situation dictates,

Furthermore, the R & D function is frequently seen in the UK

to include that of producing new product concepts for

presentation to the 'Board'. This approach is itself conceptually
identical to that of the inventor and,without the clearly estab-
lished 'need',the concepts may be rejected or accepted arbitrarily,
leading either to further frustration by the R & D Director or

to his defensiveness when his development programme goes adrift -
in which case he will try to preserve that development programme

at all costs. This leads naturally to

3 _Risk

The new product development trail is extraordinarily risky.
We believe that our approach minimises that risk but, even
when we have gone through an elegant establishment of need,
market definition and the rest, crash - the development

———
- programme is unsuccessful,

In the UK we find often an almost childlike faith in the
abilities of an R & D organisation to succeed and an equally
childlike rage when things go wrong. Really this stems right
back to the rather amateurish '"gambling' approach to product
development future,

As a director of Bosch said to me five years ago - "We will
give you three projects to start with and we expect you to
fail on all of them. If you succeed on one then we will be
ippressed but it will not be essential., What we shall exzmine
is how you fail." (As it happens, in this case the luck which
supports the strategy was on our side).

It is of great importance that British companies learn once
again that risk is an inevitable, but manageable, part of
industrial 333210pment. They certainly knew it ongz-gut over
the years the entrepreneurship has declined,to be replaced
by 'professional managers' who ignore the origins of their
own companies,



The 'City' has to take its own share of the responsibility
for this low risk attitude., A director of a very well known
public company in London said to me recently: "We must not
let our brokers hear that we are considering diversification
out of our traditional area - it will cause rumours and our
share price will decline."

It seems that there is also a need for 'awareness' amongst
those advising industry,

I feel that 1 have gone on too long or you may feel that I
am complaining -~ I am not. We are very happy that we under-
take the multi million pounds worth of product development
business for industry that we do within the UK. We have

had some very successful product development within our own
country and, when everything goes together, success in the
UK can be spectacular (so indeed can the catastrophes). We,
of course, continue to try and develop our business within
the UK and overseas within our commercial constraints and we
are presently putting the final stages to the development of
our own Patscentre in the USA,

However, if you would like me to expand further on anything
I have said or written then please ask,

In conclusion, I would like to make one suggestion:

New technologies are offering British management opportunities
for growth and for profitable business development. They also
pose challenge and problems which can be daunting. Whilst
there is ignorance as to the implications for employment,
whilst companies are unaware of the lessons learned and the
competitive examples set by others in managin change, there
will be only a slow and inadequately complete attack made on
the management of change within British businesses and alff v
possible that you may feel there is an opportunity here for
your Department to play a constructive role in encouraging the
dissemination of better knowledge of how to handle and manage
technological change. I would be interested to hear your views
on what sort of initiatives might be taken.

I look forward to the opportunity of meeting you again before
too long. -

Yours sincerely

.G M7Edge
Director - Patscentre International

Bl

Al
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G M Edge Esq

Director
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I was most grateful to you for your spltendid letter of 1 October,
and for the interesting and stimulating ideas and thoughts that
it contained. We will look forward to reading your ideas about
the impact of biochemistry, which is certainly something to
which we will be giving a lot of attention. It will require

a great deal of collaboration between companies in different

fields, different Government Departments (e.g Industrg, Health

and Agriculture, not to mention Education and Science) and
practitioners of different disciplines. So your view as an
informed and skilled observer of the market as well as the
technology will be especially valuable.

We entirely accept your view about innovation and the reasons
for difficulty and frustration. We also believe that the
problem has changed in shape; it was much easier, thirty years
ago, to put a product on to the market that fulfilled a need,

and then to do nothing while this need was converted into a want.

Many people in the R & D field have lived in this earlier period,
and I suspect they sometimes (and understandably) feel that the
failure of this process these days is in some way unfair. This

may be quite a powerful factor in leading to the battering of

heads against brick walls, to which you so elogquently refer.

I am discussing with my officials the questions of how I can
encourage those who see the new shape of things, and how to

deal with constraints. These practices include the internal
procedures in big organisations, though I recognise that they

are often necessary to provide both the cashflow and the capabilities
to turn small enterprises with potential into big enterprises with
really significant profitability. We shall value your contributions
to this process and I gather that Duncan Davies is planning to

come and discuss with you our developing ideas when they have got

a bit further.

/T ghould wes




We should also like to take up and analyse further the three
headings under which you analyse our UK weaknesses. The

pattern of your own market is a cause for concern. We are doing
a good deal of work to learn from the Americans, the Japanese

and the continental Europeans about the matters raised in your
penultimate paragraph, and we should like to discuss these with
you also. At some stage we shall wish to form a view about

the best ways in which contract organisations, inhouse developers,
and public sector technologists can each play their part. Not
everything in the past is bad, and we have quite an outstanding
record in this country for getting innovative propositions into
initial profit especially in the process industries. Our tasks
are thus:(a) to spread this capability, especially into the
areas of mechanical and control engineeringpand (b) to do better
in retaining the profit earning capacity of these initial e
successes as the businesses grow. But retention of market share,
from the base of a small economy, is not as easy as in a large
economy as we were in the last century, and from which we have
carried over some habits.

’
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_The Pru backs
new technology

BY CHRISTOPHER LORENZ

IT IS almost -as if the City has
decided to put Sir Keith Joseph
out of his misery, and restore
his apparently wavering faith
- in the willingness of the private

' I'fs}ector to develop and exploit

““‘new technology, thereby help-
Britain to survive in the
worlds industrial rat-race.
ﬂ-On Monday the Industry
“'Secretary  suggested to the
‘~Nanonal Economic Develop-
““ment Council that it may, after
o all, be necessary for -evem. a
“Tory Government to provide
-] State support for industrial
innovation, in its various stages

' “.—=not only to stimulate more

:basic -, research, but also to
: accelerate the development and
-introduction of new products
" 'and processes.
- Yesterday: Britain's
“single investor in quoted
Prudential Assur-
ance, came up with its own way
“ut' providing finance for com-
panies—especially small . and

largest

;- "{'medium-sized ones—which are
' ~‘iinable - or .unwilling to fund

" < batching

~sufficient research and develop-
‘_ ment projects to -ensure their

lang-tem survival in the market
24 phce e

Whlte heat

-Of course, the Pru has been

. -z wonths, -and is not putting up.

B & P

“Keith's nerves. Nor, on its own,”

R
R I\
L

51mply to . steady Sir

T4 Will its-initiative generate much
";echnologxcal white  heat. m»
nttiom] terms. ..
- Yet < its dction

‘ndustry as a whole as well as

for the City, It is courageous in

) pm'elr finaneial terms because .

“ = the - Pru-is prepared fo wait

,g r,rather longer than usual to-

J.secure ' a commercial - return

SN from its investment: some of the

i

. projects in which its new Pru-

e "f;?‘.' atech subsidiary will invest are
o lexpected to produce no return -

at all for-at least five years, and
“some for as much as a decade.

i "’%’I’his shows. that the Pru under.
stands the-basic rules of the-
-~"‘*ecfhnological game, but it is

A highly innovative. stuff from a

A "# traditionally conservative City...

‘<% They - move is equally
o LGourageous for' its tacit Tecog-

- “nition that, while it possesses an

’",unusually strong - investment

_vresearch ‘team, the Pru needs
""outside advice on technologxca.l
- dssues.

_There is plenty of evxdem:e

. sultancy

its ‘plan . for many s convinced the Pru

of the City’s general techno-
logical ignorance, for example,
the violence with which tech-
nology-based companies tend, as
a group, to swing in and out of
fashion on the stock market;
more specifically, the short-term
view generally taken of the few
long-standing technological
favourites (Racal, ICL); and,
needless to say, the record
Josses now faced by Lloyd’s over,
computer leasing contracts.
Now, by going into partner-
ship with one of Britain's most
highly-powered centres of
technological excellence—Pats-
centre,
subsidiary °of
International-—the . man from
the Pru is charting a course

* round the problem.

It is always possible that the
new venture is little more than
political window-dressing in the
face of the current fashion for
small * companies and the
imminent publication of the
Wilson Committee’s report.
Over ‘the last two years there

-have been plenty of venture

capital projects which smacked
strongly of such a motivation.

In this case, the Pru deserves
‘. more charitable mention. Not
‘only would £20m. be a large
amount ‘of '‘money to commit to }

a publicity stunt, but Patscentre
is in
earnest—which is more than
can be said of its view of some
of » the similar . partnership
projects put.to it by other

“financial institutions over the

is both‘
.-coungeous and significant; for .

last year or two.

“One of the things that swayed
PA “into - acceptance was its

‘realisation that the Pru really

is prepared to wait for a return;
without this, almost any invest-
ment in. the development of
high technology products. and
systems. is dopmed to failure—a
point that many yenture capital
organisations have still to learn.

Once he has got over his
initial delight, Sir Keith may
begin to wonder whether the
Pru is effectively trying to pull
the rug-from under the feet of
the long-established National
Research Development Corpora-
tion, which .exists to  help
mdmduals - and . companies
exploit_' bright -technological
ideas. Though the Pru would

-deny such an aim, in one sense

its venture will have the edge
over the NRDC,- since - on

‘some ‘ technologies Patscentre

possesses - - greater - ‘in-house
expertyq and resources.

a . laboratory and con- |
PA. |

|

|
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Amstad

4 ; 75 Camden Mews
The Secretary (Invitations) London NW19BU

10 Downing Street Telephone 01-267 9444
Whitehall Telex 896691
London SW.

15th January 1980

¥

Dear Sir,

Thank you for your invitation to attend a reception at 10 Downing
Street, on the 26th January. I should be very pleased to attend.

Knowing the Prime Minister®s reputation for wishing to hear a wide
variety of viewpoints, I have prepared some notes on our company®s

experiences in trying to establish a new product. I fully appreciate
the demands on the Prime Minister®s time, but I would be grateful if
you could forward these notes to her office. In this way, it will at
least give her the option of knowing in advance of some of the views
of people involved in innovation and invention in this country,

Once again, my thanks for your kind invitation.

Yours faithfully,

B

Andrew Smyth

For Amstad Systems Ltd.

Amstad Systems Ltd

Director: Andrew Smyth

Reg in London No 1088859
Registered Office 82z Portland
Place London WIN 3DH




g ‘FINANCE FOR _INNOVATION.
Notes for the attention of the Prime Minister
From: Mr. Andrew Smyth, Managing Director, Amstad Systems Ltd.

Ref: Reception, 26th January 1981, 10 Downing Street,

SUMMARY ,

Amstad Systems Ltd. was formed in 1979 to manufacture and market a

. . ——— . .
unique type of "perch" seating. The plvoting seat represented a genuine
innovation in the field of public furniture and is ideal for areas
of restricted space, such as transport interchanges, stadiums etc.
The product®s exceptional characteristics, won Amstad a 1980 Design
Council Award. Its launch was greeted enthusiastically by the press,
being featured in many national newspapers, TV and radio - several
dozen press cuttings have also been received from the foreign press.

Since its launch, orders have been placed with great success by most
of the major UK transport organisations, and the company has continued

to introduce new products. In addition, trial orders have been supplied
to about sixteen countries overseas,and a licencing contract, guaranteeing
minimum royalties, has been signed with Japan. The company now has
appointed agents in Hong Kong, Australia, France, Spain, Holland and
Germany, and active negotiations are continuing with many more.

SEARCH FOR FINANCE.

Amstad attempted to raise money to establish the company, and finance
its product development, The company prepared detailed, computer-produced
financial reports and forecasts, and approached every institution listed
by the Bank of England as being a source of development capital. In
addition, approaches were made to the clearin banks, as well as other
sources of aid, such as the local authorit fund, the Small Business
Advisory Service, the London Enterp?TEE-Kgéﬁcy etc.,

The company anticipated an initial loss for the first two years, thereafter
leading to a very profitable operation, which, more importantly, had
world-wide potential. In spite of this, none of the company®s a roaches
was successful, and indeed the applicatiorm%ﬂ%—

by only very few of those organisations approached.

From its experience, Amstad would offer a list of significant factors
affecting the search to finance innovation:

1. Most Banks and other financial organisations feel that it is the
innovator®s job, not merely to supply the innovation, but also to supply
the initial finance to develop and launch the product., They felt that
their involvement would come at a later stage, when the product had
proved profitable - this is obviously too late for many innovators,

2. The organisation prepared in principle to finance an entirely new
product, generally required a very rapid return on investment, of the
order of 2-3 years.

themselves in particular markets, was not generally recognised or catered
for,

} 3. The fact that different products take different times to establish
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4, Even though Amstad was attempting to establish an international
company, as well as an international product, little sympathy was shown_
for this objective.

5. Generally organisations, being cushioned from the type of problems
encountered by the new company, have very little understanding of their
actual day-to-day problems and resources.

6. The current economic situation does not basically affect the
search for development capital, It appears to be inherent in the system
that there is a general failure to understand that a new company needs
all the help it can get, and without it would find it difficult to

Surviveg.

7. It is demonstrably untrue, as stated by many banks, that any
viable proposition, properly supported and presented, will succeed
in raising money. Those that fail are generally not around to make
their views known.

8. We do not claim that an institution specialising in development
capital investment will show a sufficient return from backing a wide
variety of projects., We are merely aiming to show that we represent
a company which had a viable new product, which failed to obtain any
financial backing.

General Problems Facing New Companies.

In Amstad®s experience fipance represents by far the major obstacle
to the introduction of new products by new companies. There are, however,
two other areas which give rise to problems:

1. Premises: There is a general shortage of small industrial premises,
which can often be a major problem. Amstad is lucky enough to have
a new industrial unit, leased from the London Borough of Southwark,
but being in inner London, would like the opportunity of deferred rates
payments.

2, Help from Embassies: Amstad®s attempt to establish overseas markets
has met with a very mixed response from British Emabssies overseas.
Many have been totally unhelpful, stating spurious market oEJectlons,
and many have been ill-equipped to find potential licencees or agents,

There does not seem to be a general and universal sympathy by embassies
to new companies or products.

A more detailed outline of the reception by financial institutions
to Amstad®s request for finance is given overleaf.




Finance for Innovation - Notes for the Prime Minister - 3.

CLEARING BANKS.

Both the Midland and NatWest refused to offer any overdraft facility
for the company. Barclays, upon application to the banks®s Chairman,
agreed a small facility, but asked for the entire account to be
removed within six months. Other reactions were as follows:

1. None of the banks accepted the Director®s house as security for

a loan, even though the value of the house considerably exceeded the
loan requested. The reason given was that the house was the family
home, and that bad publicity would accrue to the bank if the security
were ever called in,

2. The fact that the Director had worked for the company for several
years without pay, did not, in the bank®s eyes, represent an investment
in the company.

3. The banks refused to lend to a company which was losing money, even
though such losses were temporary. They all took the view that the
Director should raise sufficient finance from private sources to establish
the company.

4. There seemed to be a lack of awareness by bank managers about how an
innovator could set about financing his product. Saying "No" seemed to
be sufficient.

Other Financial Organisations.

Amstad approached numerous merchant banks and investment organisations
all of whom expressed great interest in the product and the company®s
business plans, and expressed the hope that the company would succeed.

l.Most organisations expected a faster return on investment than Amstad
could offer. Since Amstad®s major customers are local authorities it

takes a long time to penetrate the market, and yet Amstad is in competition
for funds with companies which have very rapidly accessible markets.

2. Most organisations approached exist to provide finance for already
profitable companies, rather than to provide finance for development.

3. The amount of money requested as an investment was too small for many
of the organisations approached.

4. Many organisations had a totally unrealistic view of the resources
available to the new company. One suggested the hiring of consultants

at over one hundred pounds per day, another requested the input by Amstad
of two man-weeks of time for the preparation of a second business

plan,

5. Reasons given for a refusal of an investment were often very
idiosyncratic. One organisation gave as a major weakness of the
company that it had only one product. Another criticised the fact
that new products were being developed.

6. Amstad®s final considered view is that the best way to raise
finance is to start from a position where it is not needed.




The Polytechnic of Central London

‘ I School of Management Studies
35 Marylebone Road London NW1 5LS Telephone 01-486 5811
Telex 25964 Telegrams Polytechnic London W1

date

ref];r/:nc;]anuary 2 l 9 81 \O\

addressee

The Prime Minister,
10 Downing Street,
London, S.W.1

telephone ext

243/221

Dear Madam,

I was very interested to hear your radio interview on
January 4th concerning the policy of the Government to
encourage the growth of swall companies regionally and
you also mentioned that ICFC have made available a great
deal of money last year for the same purpose.

We have here been concerned with studying the problems of
industrial innovation for some time and recently wrote our
report on a two year study for the Leverhulme Trust Fund
concerning the commercialisation of inventions from non-
industrial sources. I take the liberty of enclosing our
conclusions and recommendations and copies of the complete
report are available to any of your colleagues who may be
interested.

As you may note, we have made comparisons with Sweden and
France and have also begun a study in Japan and we believe,
as you will see from our recommendations,that a great deal
more can be done in this country to bring about the right
climate for industrial innovation. I hope that you may
find our proposals to be of interest to you.

Yours sincerely,

el /-

Dr. Manfred Fox

A company limited by guarantee Reg. No. 977818 England Reg. office 309 Regent Street London W1R 8AL




INVENTIONS FROM NON-INDUSTRIAL SOURCES

(Conclusions & Recommendations only)

Complete report to the Leverhulme Trust Fund

of two year study

June 1977-June 1979

by

M. Fox
M.L. Caglar

A.B. Robertson

The Polytechnic of Central London
School of Managewent Studies

35 Marylebone Road

London NW1 S5LS

October 1980
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Conclusions

Table 10 shows the success and failure rate in the UK in
commercialising inventions, according to the assistance
which the inventor received. Sometimes more than one
agency played a part and all the contributions are

then included in the tatal. We have defined success

as an invention which reached the market. This is a
very minimum definition of success, which takes no
account of market penetration and which we have had to
adopt as we have usually lacked knowledge of the latter.
Many of the inventions are recent, so that market
penetration can only become a significant measurement
later. The table therefore only gives a comparative
measurement of success of the six different means
involved for getting an invention off the ground.
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TABLE 10

UK SUCCESSFUL AND FAILED INVENTIONS

NRDC NRDC UNIVERSITY INDUSTRIAL INVENTOR INDUSTRY

as as ASSISTANCE LIAISON ACTED PLAYED

MARKETER BANKER BUREAU ALONE IMPORTANT
- ASSISTANCE PART

SUCCESS

FAILURE

SUCCESS RATE

%*

* Probability analysis (Chi Square) shows a 95% significance
for the factors shown.

I‘




)

EXS e

As we saw in Table 9, the inventor had to carry the
burden of the main marketing effort himself in many
cases and therefore the largest number of inventions

in Table 10, concern him. The widdle four columns are
broadly speaking in the same success range, but the low
figure in the first column and the high figure in the
last, require comment, which we shall make in the
appropriate section below.

1. The Scientific Community

Our scientific tradition and the general environment

of freedom and non-conformism in which it has grown up,
has placed this community in the very fortunate position
of possessing a relatively large, creative scientific
base, as evidenced by the oft-quoted large number of
Nobel prize winners and more modestly, in our sample.

It constitutes an extremely valuable asset and it is

one of the few real assets left to our country, which

is often the envy of others. 1In the two other countries
which we have undertaken to study, we found conditions
for the Swedish scientific academic to be much more
circumscribed than here. In Japan there is a belief

in the need to build up a large academic scientific base
such as we have, for generating their own ideas,
following the highly successful absorption of Western
technology over the past thirty years.

We are fortunate that our university grants system
permits the use of general university funds for research,
with the freedom that this implies. 1In Sweden, such
money is used almost entirely for education and admin-
istration, so that research funds must be sought from
other sources, mostly the National Swedish Board for
Technical Development (STU), in. which case a research
project is very closely directed towards a specific
industrial objective. In Japan also, most of this money
is used for education, so that industry is usually

the source for larger research projects,

Yet again we are fortunate in having a well developed
system of Research Councils and similar bodies which

can give large sums of money for academic research from
the public sector (Science, Medical and Agricultural
Research Councils) and the private sector (e.g.
Leverhulme Trust and Wolfson Foundation amongst others).

2. 1Institutions for the commercial exploitation of

academic inventions.

National Research Development Corporation (NRDC)

a) The university relationship

Whereas there are several sources of research funding,
we find that when the exploitation stage is reached
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we arrive at a bottleneck, as there is effectively
only one channel, NRDC. (TECHNICAL DEVELOPMENT
CAPITAL have this year established TDC Development
which is starting an activity in this field.) .

As we mentioned in the first year report, the only
university industrial liaison bureau which we

found effectively carries on this activity is at
Edinburgh University. Conventional sources of
risk capital funding, the merchant banks regard
this particular risk as much too high. There is
the added complication that the exploitation of
research council funded research must go to NRDC,
This obligation is an anomaly since the introduction
of the Rothschild customer-contractor principle in
1972, under which Government Research Establishments
(GREs) now negotiate property rights directly with
any company for whom research is being carried out.
Over and above this however, GREs have also felt
free since that date to patent and exploit through
licensing, their own inventions, without NRDC.
Ironically this is true even for those GREs, which
like NRDC are responsible to the Department of
Industry, such as the Warren Springs Laboratory,
NEL and NPL.

A university should be equally free to choose.

Under the present system NRDC is obliged to examine
the exploitability of all research council funded
research and the rights only revert to the univerdity
if, after six months, NRDC chooses to relinquish
them. When NRDC does take on exploitation, it

gives no guarantee as to the degree of consultation
with the university and the marketing effort which

it intends to deploy or indeed the type of arrangement
which it is prepared to make with the university.
Thus the university and the inventor are placed in

an impossible position in which they are obliged

to sign away their rights at the outset, leaving

them no bargaining power whatever. The result is
often one of extreme frustration for people who wish
to be scientifically creative. We have found such
situations too frequently for them to be ignored.

In one case, a university inventor unwilling to sign
away his rights, before finding out how efforts would
made to commercialise his invention, persisted for
two years and then had to bow to the inevitable.

In this particular instance, it led to the break-up
of a very creative team of workers, who on their

own had already attracted industrial contract work
for their invention. Not many inventors or university
authorities are prepared to put up such a long
struggle but the degree of frustration is no less
when it is shorter, :

As marketer to industry

NRDC's outlook is greatly affected by the large
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income it has received from licensing the antibiotic
cephalosporin and the exPectatlon of similar success
from the synthetic pyrethroids, 'the great inventions"
There appears to be no grading of other inventions,
in terms of,
i the standing of the researcher
i 1 the scale of the research deployed
i 8 competitive research elsewhere, which may be
known to the researcher
iv) the value of the invention to British industry
to capture a new market
v) the opportunity to start new companies or even
new industries.

Hence, there does not appear to be the same commitment
to achieve successful commercialisation for the
others, as for the 'great inventions'" and this
explains the low success rate shown in table 10.

In terms of day to day practice it means that

i) an invention is not canvassed sufficiently
widely and intensively to industr

ii) when a licencee has been found, ge very act
of making a licence ,agreement appears to give
sufficient proof of''success" without an
investigation as to whether the particular
company is the right one, or whether the
invention would not have been better exploited
by fostering competition between several
licencees,
insufficient pressure is brought to bear on
the licencee to develop the project for the
market and in particular to involve the
inventor in problem solving, with NRDC' s
active mediation. In other words, NRDC's
interest should extend to seeing the cowmplete
process through to the achievement of successful
production and marketing, but its interest has
often ceased much earlier.

As banker

NRDC shows a much better record here, but whereas
relatively small sums of £30,000 are readily agreed
to, there does not seem to be sufficient care in
making an assessment of the requisite larger suwms
which may be needed to complete a project to
industry's satisfaction or to match competitive
research elsewhere. The presence of an industrial
gartner is welcome evidence of industrial interest,
ut NRDC should be much more enterprising in
continuing to finance development when there is

no partner, or when, often for non-technical
reasons, he withdraws.




Foreign institutions

We have mentioned our study in Sweden, the beginning
of our study in Japan and the symposium at which we
also heard of the new French practice.

NRDC's Swedish equivalent is the National Board of
Technical Development (STU), which lends money to

the inventor who retains title to his invention and

who seeks to exploit it with financial assistance.

He thus remains a free agent who can engage the agency
of his choice (including STU) to exploit his invention.
In the event of success he repays his loan with
interest.

The Swedish Regional Development Fund was started in

July 1978 and is characterised by a physical universality
which enables it to finance an invention from the early
laboratory stage to product marketing and by a human
universality which permits it to deal on the same terms
with the private inventor, the university research

worker and the swall company. The fund .must confine
itself to bad risk situations where there is no security.

The French experience which was described at our symposium
was the re-birth of ANVAR, the NRDC equivalent which had
been born as a body in most respects indistinguishable
from NRDC and after ten years of its life was given a
new life this year in which it bears little resemblance
to NRDC and a strong resemblance to the Swedish Regional
Development Fund. The new ANVAR is regionalised with
effective decision making and spending power in 22
offices, decisions being quickly reached for funds up

to £50,000 at the local level and above this, with no
limit, in Paris. It deals with private inventors,
university inventors and small companies and does not
insist on taking title to the invention, but gives

loans which will be repayable if the venture succeeds.
Regionalisation began in a pilot scheme four years ago
and already the results are striking. In the past,
development projects with industry were in a ratio of
80/20 between large and small companies. Now this

ratio is 50/50. 1In the past the proportion of dis-
gruntled inventors was very high, above 90 per cent,
whereas now it is in the region of 50 per cent. In
inspiring the new scheme, an ex-managing director of
ANVAR, M, Berard, insisted that the immediate goal of
commercial viability must be entirely absent.

Both Swedish and French schemes expect a very high
failure rate in their first few years in financial terms,
but both Governments are confident of giving a very large
stimulus to creating a good climate for industrial s
innovation in the medium term. The overriding objective
in France and Sweden is the creation of the climate,

in contrast to NRDC's search for commercial viability.
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3. Department of Industry (Dol)

Research funding is channelled through the Requirement
Boards. However, very little goes to the universities,
as most of it is spent at Government Research
Establishments. There is however here a financial
disincentive to innovation, as any income derived by
the Establishment from this source is deducted from the
Requirement Board's funding.

4. The inventor at the university and in research

establishments.

Our first major point concerns the assistance for the
inventor. We have shown that the largest effort to
market an invention to industry is made by the inventor.
Although he wishes to make a scientific and technical
contribution he is not normally fitted to carry out

the whole painstaking work involved in this process,

for which professional help is required.

The second major point deals with the inventor's reward.
Although the profit motive which animates commercial
activity is absent in academic life, it is important

to consider the rewards to the academic inventor who

can produce profits for industry and so is at the origin
of tge production of wealth. The academic inventor's
share of any commercial income varies widely. Some
universities permit him to take the whole of the income
because they give no assistance in exploitation; others
have schemes for dividing the income between the university,
the department and the inventor. Others still will
negotiate the inventor's share for each particular
invention. Some expenses could be deducted before the
income is shared, but if the expenses are large, as for
extensive patenting, then this deduction should be

made over a period, at a time when this represents a
small proportion of the inventor's income.

There is an anomaly in the situation of the inventor

who carries out academic research at the university and
the inventor who does similar work in a research
establishment owned by a Research Council or a Government

department. This anomaly is compounded by the role of

NRDC. It can be simply demonstrated by the two inventions
which are currently the most important for NRDC.
Cephalosporin from Professor Abraham and his colleagues

at Oxford Uhilversity and MRC research and synthetic

Eyrethroids from Dr., Elliott and his colleagues at
othamstead Experimental Research Station. With a share
of NRDC's considerable income from Cephalosporin, Professor
Abraham has been able to . ©stablish a large Trust for
Education and Research at Oxford University. However,

the income from Dr. Elliott's invention is not shared

in this way by NRDC with ARC and the inventor.

Wherever such anomalies exist, they should be
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remedied so that the inventor and the institution at
which he works are fairly rewarded.

6. The industrial company.

We have found the high success rate shown in table 10

to be due to the inventor having ready access to industry,
either because he came from the relevant company or
industry to university or because he had other friendly
or professional relations, directly or indirectly.
Otherwise companies often find it difficult to come to
grips with academic inventions and not unnaturally would
like to be able to deal with them in the same way in
which they deal with inventions offered to them under
licence by other companies. They therefore find it much
easier to deal with a professional person employed to
act on the inventor's behalf. This reinforces, from
industry's point of view, the point already made on
behalf of tge inventor, for consistent, professional
assistance. Having started on this proper footing it

is important for industry to realise that it must judge
the value of the invention by ite state of development
and commercial potential and pay for it, according to
these criteria, not expecting it to be cheaper because
it has academic origins rather than industrial origins.
If it wishes. to retain the services of the inventor for
continued advice, industry should do so under an
appropriate consultancy agreement. Industry must be
willing to continue to work closely with the inventor
with the help of his professional intermediary, until
the product is satisfactorily launched on the market.

It is unfortunately quite common for industry to proceed
independently and then find the usual technical problems
which could only be satisfactorily resolved by both sides
working together.




Recommendations

We would recommend that
concerning

Department of Industry

1)

The Department follows the Swedish example (described
on page 55) and permits its Regional Offices to use
money now available for plant investment, also for
assistance to innévate, for the private inventor,

the academic inventor and the small company.

Provided that it closely follows the principal
features of the Swedish scheme, such a regional
scheme would produce a radical improvement in the
climate for industrial innovation and hence its
results,

The Requirement Boards spend much more at the
universities on research projects, particularly those
which have reached an advanced stage and therefore

no longer qualify for Research Council and NRDC
funds. 1In this way the Requirement Boards could

play an important part in bridging the “pre-
development gap'.

The Requirement Boards which spend large sums in
financing the various functions of Government

Research Establishments permit the Establishments

to retain money earned from innovations, instead

of deducting this, as at present, from funds allocated,
so that there would be an incentive to innovate.

Universities

4)

The universities establish mechanisms to provide
professional assistance for the academic research
worker to exploit his invention, in the way that
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