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MR, WICKS (10 Downing Street)
7

European Community: Research and development

I undertook to let you know the latest position following the
Research Council of 24-25 March. It seems to us that the main

points now are

1 the framework programme. The framework programme is no

a completely new investment in Community research. There are
individual programmes running now; and the Commission and

some member states are always trying to increase their range
and cost. The framework programme is intended to put some
order into these arrangements and, in particular, to establish
research priorities and to set an overall spending limit for
the five years. We (and the Treasury) supported the idea in
the working discussions before the Single European Act. Experience
has shown that it has been possible to move the programme
emphasis on to better (and, in particular, better value for
Britain) research and to cut back the Commission's ideas on
expenditure. The Prime Minister will recall that, when it

was suggested at a European Council that 6% of the budget

should go on Community research and development, on our advice

she conclusively rejected that. Subsequently we have knocked

down the Commission's suggested expenditure on the framework
programme from over 10 billion ecu to the present Presidency
proposal for a total new framework of 4.5 becu over 5 years

(there are also 1084 mecu of commitments from existing programmes).
In almost a year's discussion we have not moved up 1 ecu and

it is, of course, obvious that the E(A) decision has played

the main role in bringing the whole Community's ideas down.

Community budget ceiling. It is essential, whether or

T
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not we go along with a framework programme, that we make absolutely

clear that we shall not permit the decision to be prayed in
aid of any proposal to raise the budget ceiling. This is the
right course. It is also coherent with current expenditure
levels - the annual rate of expenditure under the now reduced
framework programme is close to that in this year's budget,
so that other member states cannot sustain a case for raising

the ceiling on this ground.

3 Action now. We have toiled in the boiler-room. Now we have

a choice of

either

(a) to stand absolutely pat on our position. It is only
right to point out that there are some risks in this. It
would be equivalent to vetoing all Community research and
development because the framework programme is supposed

to subsume all the detailed programmes (framework programme
unanimity, detailed programmes qualified majority). Other
member states are not going to let this research and development
run down to zero and will look for ways of bypassing. In

due course they would probably claim that the Council has
failed in its duty to set a framework programme and that

it must move on to deciding the bits separately. We must

be careful that we do not lose the redistribution of research
and the big cuts in expenditure we have achieved by our

hard line in negotiation so far.

Or

(b) to stand with the Germans. It is our joint weight

which has achieved the most so far. It is possible - although
not certain - that we could push some more elements outside
the framework programme period. In short, we should be

aiming with the Germans to settle at or very close to a
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framework programme of 4.2 becu new money and the 1084

mecu of existing commitments. We are now quite close to

the point at which we could live within the existing PES
baselines. We estimate that, if we follow this option,

the extra financing cost might be about £15-£79 million

a year, after allowing for some offsetting savings identified

earlier.

We have conducted the discussions both in Brussels and London

on the basis of the research priorities and the public expenditure
cost. It is, however, worth keeping in mind that, in sharp contrast
to the situation on the CAP, the United Kingdom is a net beneficiary
of the research and development expenditure of the Community.

Over the full five year period of the framework programme we

expect that about £940 million of research and development would

be financed by the Community in the United Kingdom, about £215
million more than our total contribution to the programme. Having
forced the programme down and into shape, we need to think carefully

about passing this up.

V¢

S

D F WILLIAMSON
27 March

-3-
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DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH 0ET \
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EC R&D FRAMEWORK PROGRAMME - 24 MARCH RESEA?S!&\(':?/?NCIL“ k f\&}MM
You will have seen the two Reporting Telegrams on Tuesday's é&ﬁ {r&)
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Research Council but I thought that you and colleagues should
have a summary of my own views on the outcome.

Until this Council we had been able to keep together with France C;Qk)
and Germany to curb the excessive ambitions of the Commission and Lg{/
some other Member States. Chirac's public declaration earlier

this week that his Research Minister, Valade, had authority to go
beyond 5 becu at the Research Council effectively destroyed the
prospect—of the triple alliance continuing.

————— S

That indeed proved to be the case. However Riesenhuber, although
stating his readiness to move to 5 becu if it secured unanimity,
nonetheless co-operated closely with me throughout the Council

and steadfastly refused to allow us to become totally isolated.

Ten Member States rallied - if somewhat hesitantly - to a revised
Presidency compromise (see below). Riesenhuber and I were asked
by the Presidency to report back to our respective Governments
and to let them know our positions by 3 April. Whilst
acquiescing to the Presidency request, I resolutely maintained
that the UK position remained 4.2 becu and I could not in anyway
anticipate the reaction of my colleagues in London. The
Commission will not give their views on the compromise until
shortly after 3 April.

MR7/MR7AAT




The Presidency compromise consists of 1.084 becu commitments
already agreed to plus 4.533 becu of new commitments to be
entered into during the period 1987-1991, giving a total of
5.617 becu. Added to this is a "tail"” of 0.863 becu not to be
committed until after 1991.

The equivalent UK position is 1.084 becu of commitments already
agreed plus 3.116 becu of new commitments, giving a total of
4.2 becu. Provided we can obtain a watertight guarantee that
none of the "tail" can be committed until after 1991 then we
could possibly agree a "tail" of about 0.8 becu.

At the Council I could not accept the Presidency compromise
because the overall total for commitments in 1987-1991 of

5.617 becu is well above the level agreed by colleagues; we have
to be confident that watertight guarantees are in place to ensure
that the "tail" cannot be committed until after 1991; the
distribution of the total and the "tail" among the main
activities within the Framework Programme was not entirely

clear.

Although I could not accept the Presidency compromise, the very
substantial progress we have made in cutting back the total
figure has to be acknowledged. Last March the Commission's
original ideas were for 10.375 becu and their formal proposal is
7.735 becu. The latest Presidency compromise itself represents a
reduction of about 0.4 becu on their previous compromise. The
triple alliance must take a great deal of the credit for this
achievement and it is regrettable that we can no longer rely upon
French support to influence discussions.

I am copying this letter to the Prime Minister, Peter Walker,
Kenneth Baker, Norman Fowler, John Moore, John MacGregor, other
Members of OD(E) and to John Fairclough in the Cabinet Office.

\/ LY
| ownrs Jincereij

\T w’fﬂ\am tTeirre /

GEOFFREY PATTIE
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DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
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QC/_ March 1987
The Rt Hon Nicholas Ridley MP
Secretary of State for the Environment
Department of Environment
2 Marsham Street
London SW1P 3EB
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E(RD): DEPARTMENT OF THE ENVIRONMENT RESEARCH & DEVELOPMENT

You will recall that on 30 September last year (E(RD)(86)4th
Meeting, Item 1(i) you agreed to report to the Sub-Committee before

the end of 1986 on a number of issues described in paragraph 12 of
E(RD)(86)10.

In the event, there was no report to the Sub-Committee by the end
of last year. The Cabinet Office have been in touch with your
officials at senior level since last December and were given an
undertaking in early February that a report on the outstanding
remits would be put to E(RD) at the Sub-Committee's meeting in
March (now fixed for 5.00 pm this Thursday, 26 March). I now
understand that there is yet further delay and that you will not be
able to report to the Sub-Committee on these issues in time for
Thursday's meeting.

I also understand that you made an announcement on 23 January this
year that your Department was now beginning discussions on the
implementation of the recommendations of the Harrop-Chilver report
on the role and activities of the Building Research Establishment.
I was a little surprised at this since it was the very subject of
one of the remits from the Sub-Committee. I have not seen the
Harrop-Chilver report myself, but I understand it recommends that
BRE's role should be to act as contractor and adviser to your

JG1AXF
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Department, with less emphasis on securing the benefits of
well-directed research for the construction industry as a whole.
If this is the case, it would seem to run counter to the general
thrust of E(RD)'s thinking.

I should be grateful if you could let me know how soon you will be
able to report to the Sub-Committee on the work that was agreed
should be carried out last September. I should also be interested

to learn how it is proposed to consult the Sub-Committee on the
particular question of BRE,

I am copying this letter to the Prime Minister, members of E(RD)
and to Sir Robert Armstrong.

PAUL CHANNON

JG1AXF
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10 DOWNING STREET

LONDON SWIA 2AA

From the Private Secretary

MR. FAIRCLOUGH
CABINET OFFICE

R AND D

You discussed with the Prime Minister yesterday morning your

minute of 17 February about R and D.

2% The Prime Minister agreed very strongly with you that
action had to be taken to ensure that Government support for
R and D was directed towards national priorities. This
would form part of the Government's programme for the next
Parliament. The House of Lords report had created an
expectation of change. But the likely opposition to change
should not be underestimated. Your proposals should be
worked out in much greater detail, concentrating on how the
major areas of R and D spending would be tackled: it would
not be helpful to antagonise the people running smaller
programmes. You might consult a few people outside
Government, for example Sir Kenneth Berrill, Lord Dainton
and Sir Robin Nicholson. The Prime Minister emphasised her
concern that any new machinery should substitute for

existing machinery and should not add to it.

2% You mentioned your idea of creating directed research
centres on university campuses, to be funded jointly by the
research councils and the UGC. The centres would be
multidisciplinary, and universities would have to compete
for them. You also said it would be important to try to
break down the barriers between departments and

universities. The Prime Minister said she would be against

CONFIDENTIAL
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the creation of more research institutes: these tended to

become simple lobbyists for more spending.

35 The Prime Minister invited you to prepare a further
paper, together with a draft reply to the House of Lords

Select Committee on Science and Technology.

4, May I offer some suggestions on what your further paper

might cover?

54 The main areas will clearly be:

(i) the arrangements for providing advice on

priorities;

the arrangements for taking decisions on the
allocation of resources, and how those decisions

would be expressed;

the arrangements for implementing the decisions,
including links to the Public Expenditure

Survey;

the arrangements for monitoring and review and

feedback to (i) above.

6. The arrangements for taking the decisions and how they
would be expressed ( (ii) above) are probably the key areas.
Assuming the central structure proposed in your minute, the
relationship between E(RD) and the expanded ACARD on the one

hand, and individual departments, the UGC and the research

councils on the other will need to be carefully defined.

Paragraphs 7 and 8 of your paper make a start on this.
However, the Prime Minister clearly wishes E(RD) and ACARD to
have a greater role in determining science priorities than
you seem to envisage, and it does seem unlikely that the
process you describe in your paragraph 8 would have much

effect on patterns of spending.

CONFIDENTIAL




b2 Your present proposal would seem to imply that E(RD)'s
decisions would be of the "more should be spent on applied
science and less on basic science" variety. This view could
be made known to the research councils, and departments, and
the results monitored. E(RD) and ACARD could then remain
aloof from decisions of detail. But the effects on R & D

would be slow, uncertain and probably small.

8. At the other extreme, E(RD) could specify that £ x m.
should be transferred from one category to another and how
the money should be spent within those categories. E(RD)
would then also have to decide which bodies should take
action to bring about the transfer. In other words, E(RD)
would be expected to approve the spending plans of MOD, the
research councils and so on, in some detail, down to the
particular problems or technologies to be studied. This

would be fiercely resisted.

9. A middle course would be for E(RD) to take a broad view

of priorities, and then to consider and amend or approve the

plans of departments and research councils in the light of

those priorities. The plans might cover, say, three years
ahead. E(RD) would consider priorities primarily in terms of
the broad categories, but might within those also say that
special priority should be given to one or two areas, for
example new materials. The plans of a third of the spending

bodies which would be considered each year.

10. Plans set for three years ahead should be supported by
funding agreed for the same period. This suggests that E(RD)
should work to a timetable geared to the Public Expenditure

Survey. (The Treasury will hate it).

11. Even this degree of central control of science spending
will be resisted. And it would seem to me wrong for a
Cabinet Committee to hold all the discussions of the kind
envisaged in complete secrecy. The research councils and UGC
may need at some stage in the process an opportunity to

present their case direct to the deciding body. The Council

CONFIDENTIAL
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proiposed by the House of Lords, or some version of it, might
have a role in the way it would bring ACARD and Ministerial

discussions together.

12. The position of MOD will need special attention. The
Treasury has allowed MOD for twenty or more years to run a
block budget, with general discretion on how they allocate
their resources. Treasury approval is required for spending
on larger individual projects, but the Treasury has
virtually no influence on the decision whether a particular
weapon is needed. It is extremely difficult to question a
military or intelligence judgement. E(RD) should be able to
influence, for example, the balance between in house R & D
and R & D carried out under contract by industry. An
influence over the pattern of R & D would be hard to win,
even once the Committee had got to the bottom of the MOD's

figures.

13. The categories within which E(RD) discussed the
allocation of R and D would need careful attention. If those
in George Guise's note were to be adopted, I would predict a
steady fall in UK spending on basic science - as projects

were reclassified to other categories.

14. I suggest it would be worth aiming at another discussion
with the Prime Minister well before Easter: otherwise the
lobbies will hear of the exercise and you will lose control

of it at too early a stage.

15. I am sending copies of this minute to Sir Robert
Armstrong and to Mr. Guise (No. 10 Policy Unit).

A

David Norgrove

12 March 1987

CONFIDENTIAL
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Research and Development fﬁ%é
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The Prime Minister is to discuss with Mr Fairclough

tomorrow the issues raised by his minute of 17 February. The

GoGérnment will need to make a response to the report of the
House of Lords Select Committee on Science and Technology on

B S
recommendations in Mr Fairclough's minute.

__,_”—”
civil research and development. I should like to support the

2. I share Mr Fairclough's view that we do not need a specific
Minister in Cabinet, under the Prime Minister, designated to
speak for science and technology or council for science and
technology on the lines suggested by the Select Committee. On
the other hand I think that Mr Fairclough's proposals for
strengthening the remit for ACARD make good sense. And I

support in particdlar his proposal for machinery to establish

priorities for research and development across the board, so

that we can look at all the various departmental expenditures on

research and development together.

3. The Ministerial Sub-Committee on Research and Development
(E(RD)) had been doing a good job of work, and I agree with

Mr Fairclough's proposalé‘fer§£Ving—IE a clear role in the
annual review of priorities for science and technology. I think
that E(RD) should submit its report on this to the Prime
Minister, and she can decide whether it should be discussed in
Cabinet or in the Economic Steering Commitee or at an ad hoc

meeting.

4. If the Prime Minister is minded to agree with

Mr Fairclough's general recommendations, I think that the next

RTAABQ




stage should be for him to discuss them with the Secretary of
State for Trade and Industry, who is the Chgirman of E(RD).

Chairing the Committee is not a very easy task particularly when
it comes to discussing issues arising on defence research and
development: the Ministry of Defence are adept at resisting
change which erodes their autonomy or reduces their share of the

spend.

Dy As you know, there are separate proposals in the wind for

taking the responsibility for science out of the Department of

Education and Science and bringing it under the Department of

Trade and Industry. Such a change would emphasise the
—IEES;z;;;;—ngzhe industrial application of research and
development; but it would also be seen, particularly by the
"pure" scientists, as attenuating the link between those
responsible in Government for education and those responsible
for science, and I think that the "pure” scientists would be
unhappy to see responsibility for "pure" science and
responsibility for the ABRC taken away from the Department of
Education with its responsibility for universities, and (as they
would see it) lost in the much larger and harsher world of the
Department of Trade and Industry. I suspect that it may be
better to leave the division between Epe DES and the DTI as it

x = . . s LN TN
is, but to strengthen the central co-ordinating links Vvia the
enhanced ACARD and the work of the Chief Scientific Adviser,
Cabinet Office, himself.

ROBERT ARMSTRONG

10 March 1987

RTAABQ
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JOHN FATIRCLOUGH'S R&D PAPER OF 17 FEBRUARY

This paper is not about the amount spent on R&D nor the priorities of

expenditure. It is a plea for a simpler, tighter management system for

e ———————————

allocating and controlling the Government research effort.

E——

The current system is both chaotic and anarchic with over a dozen Civil
Departments, five Research Councils, the University Grants Committee and the

Ministry of Defence all arguing for their own PES allocations and then deciding
about how it should be spent. In particular, the research councils are like so

many warring barons, each complaining that the other's expenditure is a waste of

money. These feuds have become particularly vicious over recent years as the
¥eal Government allotment to R&D has been perceived as falling. I have set out

in the appendix how these individual allocations of money are spent in terms of

basic and applied research and development. They come together in the grand

“total of £4.6 bn spent in the last year.

Such a system for allocating R&D funds is highly dependent upon internal

politicking, and the relative strength of individual personalities. It is

unlikely to serve the two key principles which I recommend when dealing with

investments for which the long term returns cannot be accurately quantified:

a. The area selected must be done well preferably by building on past

success. This is the opposite of the scatter—-gun, or all or nothing,

éi:j’//’/‘ ’5§§ESSEh where we do a bit of everything so that no-one is offended.

S = - iRl o
,//'///
b. Once the expenditure is allocated it must be managed professionally and

not left entirely to the whims of the scientists. The goal is that as
much as possible goes into the field of study rather than in

administration, meetings, conferences, and all the other forms of

frittering which erode a badly managed budget like termites.

Fairclough's Proposals

It is unsurprising that Fairclough has attacked the structural tangle which

"'-T-===' . .
underlies Government's allocation of R&D money. At IBM, which has an




outstanding track record for effective R&D, he supervised the work of 9,000

e ——,
research staff, reporting to him through six levels of management. In essense,

he now argues that there should be a single advisory body covering the whole R&D

spectrum fram basic research to industrial application. This advisory body (an

enhanced form of ACARD) would provide the input to an executive allocating

mechanism in the form of a cabinet committee (an enhanced form of E(RD)). The
total R&D budget would then be allocated both by the categor;/m_Ivity ’
vem——

ranging from basic science to development, as well as by which organisation does

the spending. Money would therefore be allocated and reported against according

to a grid system as set out below and in more detail in the appendix.
—_——_—_—_—.—=——"’—~==-_‘

R&D EXP. IN 1985/86
FIGURES IN £m SCIENCE STRATEGIC

Civil Depts 47 214

Res Councils 283 193 62 -
UG Committee 487 106 77 -
'MOD - 35 348 2006
Govt Total 817 548 917 2300
88/89 level in 85/86 £m 791 525 886 2131
$ Annual Cutback (real) 343 4.6 327 a0

Fairclough believes that this organisational change could be achieved with
minimum disruption. For instance, the ABRC (the Advisory Board for the Research

——

Councils), the UGC and the Civil Departments would remain the administrative

system for dispéfgenents once the overall grid pattern had been established.

e —

Camment and Recommendation

Fairclough is asking for an annual science plan, analogous to a nationalised

industry's corporate plan,(vThid'l would be settled annually and run for several

years ahead. Once the plan were accepted, the individual departmental
allocations would be made by the Treasury as part of the PES procedures.

E(RD) and ACARD would became the overlords of Government R&D expenditure. It

—— — N -
would therefore be essential for these organisations to be strengthened. In
particular, ACARD would need to be seen to be served by qutstandmg

o ———




industrialists and academics. Furthermore, the Chairmanship of E(RD) would be a
-

key matter best handled by a Cabinet Minister without any particular spending

department allegiancéj_guch as the Chancellor, the Chancellor of the Duchy, or

even the Prime Minister in the capacity of Minister for Science.

Fairclough's plan achieves much of what the House of Lords Cammittee seek but

without a new bureaucratic council imposed from above. There is much the paper

does not address which will need to be examined soon. For example, there is a

T
strong case for privatisation of the Government Research Laboratories which

would take the contractor/customer principle to its logical conclusion. Indeed,

Fairclough's excellent observations on the Ministry of Defence in Paragraph 13
=

all but make this case for the whole of military research and development! The

overall level of the R&D budget itself must be decided as weil as the future of

specific projects like CERN and JET.

John Fairclough's proposals are therefore no panacea. They make a start on the

organisational problem which obscures many fundamental questions about value for
mbney. ﬁalrclougﬁ's whole career Eas‘been in the management of scientific
effort and here are some concrete proposals which should be heard. They will

not be universally popular. In particular the DES may feel threatened. The

Treasury will also be highly suspicious of any system which could eventually
Mgny =ep

challenge its final allocation to Departmenks in the PES process. What is
certain is that Fairclough has an impossible task in making any of this happen

—_—_——— —
without your strong personal support for his plan. He will not be asking for

this tomorrow but he will be expecting some view of whether you think this is

where we should bé going. 1 think it is.

GBEORGE GUISE

The Government R&D spend in 1985/86.




R&D EXPENDITURE IN 1985/86 DEVELOP- TOTAL
FIGURES IN £m MENT
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DES (excl. UGC)
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DoE
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N
N
=3

121.7
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984.3

AFRC - 49. 5
ESRC . . 18.9
MRC . . 121.5
NERC . . . 65.2
SERC . . . 284.5

SUB TOTAL - RES QOUNCILS . . . 539.7

UG Committee etc - . 669.8

TOTAL - CIVIL R&D 295.2 2193.8

MOD . 2005.8 2388.3

2301.0 4582.1




10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 10 March 1987

~
/
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/
| Thank you for your letter of 26 February conveying the
views of ACARD on the report by the House of Lords Select
Committee on Civil R & D. The Government will be responding
to the report in July and ACARD's comments will be fully

taken into account in preparing our response.

I hope you will succeed in obtaining the support of
industry and the City for your proposal on Exploitable Areas

of Science. It is important that the Centre should be

independent of Government and owned by industry. I would

like you to write to me again on this matter once you can say

what measure of support you have obtained.

I welcome the fact that ACARD is to undertake an
examination of the civil implications of defence R & D and
also that you are taking steps to examine the value of
international collaboration. I look forward to your

continuing advice on these issues.

Sir Francis Tombs
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MR BEARPARK
10 Downing Street 9 March 1987

cc Mr Fairclough

Thank you for your letter of 5 March. I attach a draft reply to Sir Francis
Tambs' letter for the Prime Mimfster. Sir Francis raises five issues:

The need for some financial support fram govermment for Exploitable
Areas of Science (I enclose a copy of the consultant's report and the
brochure being used in our discussions with industry). I would
suggest that the Prime Minister should leave the door open until Sir
Francis can report on success with industry.

Changes in the central structure in govermment for dealing with
science and technology. ACARD has confirmed the Goverrmment is not
seen to be giving science and technology the attention it merits as
an essential component of economic growth. They would prefer to see
the existence of the Ministerial Sub-Committee on Research and
Development made public but realise there may be problems with that.
Nevertheless, they would like a higher profile for the work which
Ministers are engaged in on questions concerning research and
development in order to encourage industry and the City to take the
issues more seriously. However, I think it would be more appropriate
for the Prime Minister to arrange for ACARD's comments to be taken
into consideration in the preparation of a goverrment response to the
House of Lords Report than for any immediate response to be made on
this issue in a letter to Sir Francis.

. The level of industrial investment in R & D is too low in this
country and ACARD has provided advice to the Sub-Committee on R & D
on possible measures to improve this situation. So far, Ministers
have been unable to produce any very constructive measures based on




that advice and when we report back to ACARD, as we will need to do
in May, members are likely to be disappointed by the response.
However, I think it is not a matter which need be addressed in the

reply to this present letter.

Civil implications of defence R & D - I would suggest that the Prime
Minster welcomes ACARD's decision to undertake an examination of this

subject.

The need for a more rigorous questioning of the value of
international collaboration - again, I would suggest that the Prime
Minister merely welcomes ACARD's intention to carry this out.

L John Fairclough has minuted the Prime Minister on the matters he would

like to discuss on Wednesday, and some are relevant to Sir Francis' letter. He

would not, however, seek to discuss Sir Francis' letter directly.

If you need further information, please let me know.

CATHY CUNNINGHAM




DRAFT LETTER FROM THE PRIME MINISTER TO SIR FRANCIS TOMBS

Thank you for your letter of 26 February conveying the views of ACARD on the
report by the House of Lords Select Committee on Civil R & D. The Govermment
will be responding to the report in July and ACARD's comments will be fully

taken into account in preparing our response.

I hope you will succeed in obtaining ‘the support of industry and the City for
your proposal on Exploitable Areas of Science. It is important that the Centre
should be independent of Goverrment and owned by industry. I would like you to
write to me again on this matter once you can say what measure of support you

have obtained.

I welcome the fact that ACARD is to undertake an examination of the civil

implications of defence R & D and also that you are taking steps to examine the

value of interpational collaboration. I look forward to your continuing advice

on these isstes.







From: The Rt. Hon. Geoffrey

House of Commons,
LONDON, SWIA 0AA.







From: The Rt Hon. Geoffrey Pattie, M.P.

House of Commons,
LONDON, SWIA 0AA.







R & D INNOVATION AND WEALTH CREATION BY GEOFFREY PATTIE

The exploitation of technology has become a vital and major
driving force for wealth creation and amongst the

developed nations the richest are those which have made best
use of it. Technology has become as important a component
of economic development as human and natural resources and
whilst its application cannot guarantee success, failure to

apply it will ultimately lead to decline.

Already the rate of technological change has increased to
the point where fewer and fewer organisations, however large
or sophisticated, can acquire all the necessary expertise
internally. This demands an end to the 'not invented here'
syndrome, the need to develop awareness of the Science &
Technology opportunities which exist outside the firm and
where appropriate, the creation of strategic alliances and

collaborative programmes.

The linkages between science and technology and economic
performance have at their roots the process of innovation, a
process in which R & D is increasingly a key feature; a view
supported by the growing awareness of a strong relationship
between the levels of industrial investment in R & D and
industrial competitiveness. However, despite this evidence

and the now wider acceptance that an adequate civil R & D




base is an essential pre condition for wealth creation in an
advanced nation, there is concern that the current levels of
UK industry's own R & D spend could be falling below that
critical level necessary to achieve an international
competitive edge. Analysis of the R & D spend by UK
industry reveals that it funds only 36% of the total R & D

in this country.

An international comparison of industrially funded R & D
il
over the latest 20 years shows that whilst UK levels

increased by 20% the figures in the USA and Germany doubled.

-~ &>

It more than doubled in France and tripled in Japan, albeit
from a low base. Industry in all our major competitor
countries has therefore taken a sharply different view and

backed R & D with its own money.

Economic success is only achieved when science and
technology are exploited in the form of competitive products
and processes in the market place. With a few notable
exceptions the evidence suggests that much of UK industry
has failed to exploit fully the wealth of available science
and technology and seemingly will continue to fail, unless

it starts to address the underlying problems.

MR2ACP




The ability of our major industrial competitors to better
exploit the opportunities offered by the large international
science base and our own indigenous strengths in science
therefore points to the conclusion that a major UK

industrial weakness lies in its management of technology.

An effective R & D capability at the level of the firm is
not simply a case of providing a technical function or even
ensuring that all functions in a.firm have a minimum level
of technical competence, but ensuring that technology is
fully integrated into the organisation. Ultimately the

major responsibility for this rests with the senior

executives in the organisation.

Of course the process of innovation leading to wealth
creation is not achieved through R & D alone, important as
it is. 1Innovation involves all those activities needed to

bring new products and processes successfully to the market

place and will include R & D, licensing, product and design

engineering, manufacturing and marketing, and good
industrial relations. It is critical to recognise their
interdependence since failure in any one could result in an

inability to maximise the market opportunity.




And what of Government's role? Just as it is the principal
responsibility of senior management in industry to create a
conducive environment for innovation so it is the
Government's aim to provide a framework and climate in which

business can prosper.

Although Government is fully aware of the need to secure
higher levels of industrial R & D it has recognised that
decisions on the nature and extent of such activity must be
based on a sound commercial footing. Industry is much
better placed to make these decisions. Nevertheless there
are circumstances where defects or failure in market
mechanisms do justify Department of Trade and Industry
support for industrial R & D, ie where projects are
particularly risky for a firm to take them on alone, where
they lack relevant information, where the benefits of R & D
are too diffuse for any one firm to have sufficient
incentive to undertake it, to aid competition and maintain a

UK capability in important technologies and markets.

Our failure to capitalise fully on a science base which has
a world wide reputation has been of particular concern to
the Department and we have taken the lead in a number of
Government initiatives to bridge the gap between the

research activities in higher education and those in

industry. Probably the most notable of these has been the




£350m ALVEY programme, although more recently the Government
announced a new initiative called LINK to stimulate and
accelerate the commercial exploitation of research. LINK
will generate a range of collaborative programmes between
the scientific community and industry to cover the entire
spectrum of science-based technology. The cost of the
scheme will be at least €420 million over five years, shared

equally by Government and industry.

The Government is also working hard to improve the
effectiveness of the Research programmes in the European
Community. The current argument with the Commission has
more to do with quality of the programmes than it has about
budgets. As the present Framework Programme is underspent
due to blockages in the system and inadequate monitoring it
is ridiculous for the Commission to assert that the only way
to head off the Japanese challenge is to have a higher
budget. Highly targetted and focussed research programmes
closely linked to products on sale in a genuine internal

market are the answer.

There are of course limits to the contribution that

Governments bring to bear on the process of wealth creation

and in many of the areas already indicated the primary

responsibility rests with industry itself as the recent

House of Lords Select Committee report on civil R & D has




made clear. Our competitors are already well ahead in their

approach to the wealth creation process particularly in the

areas of investment in R & D and its exploitation. They
will continue to increase this lead unless UK industry takes
on its share of the responsibilities and responds quickly

and effectively.




5 March 2%87

I should be grateful for your advice
on the attached letter from Sir Francis
Tombs. Is this one of the things John
Fairclough will be discussing next week,

and will you be providing a draft reply?

(ANDY BEARPARK)

Mrs Cathy Cunningham,
Cabinet Office.
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EC R & D FRAMEWORK PROGRAMME

In my letter of 12 February setting out the line I proposed to
take at the Research Council on 23/24 February, I undertook to
report to colleagues on its outcome.

Discussion centred on a compromise proposal from the Belgian
Presidency which proposed a Framework Programme for 1987-91 of
5.765 becu of new programmes, to which would have to be added
1.084 becu of existing commitments. This represented an 800 mecu
reduction in the Commission's proposal and the Presidency
suggested that a further 700/800 mecu reduction might be achieved
in practice if the Council accepted that some new commitments
would fall after 1991.

I took the line that the United Kingdom had no objection to a
distinction being made between new and existing commitments
although both would clearly have to be counted in the final
total. We could also consider an overhang of commitments after
1991 provided we received firm and unambiguous undertakings from
the Commission that they would respect this. But even if this
were done, the Presidency proposal remained around 1.8 becu
higher than the United Kingdom could accept. I gave indications
of where we would wish to see further reductions in order to
achieve our 4.2 becu position.

MR1/MR1AAF




Before the Council I held bilateral talks with my French

(M. Valade) and German (Herr Riesenhuber) colleagues. Both
agreed that the Belgian compromise was unacceptably high and that
this Council was not the occasion to indicate any specific degree
of flexibility. They stuck to this position throughout the
Council and, after several rounds of discussion had shown that
there was no basis for agreement, the Presidency decided to
adjourn until 24 March.

M. Valade told me privately, however, that he did have room for
manoeuvre above 4.2 becu. He said that he would wish to use his
flexibility soon to counteract domestic criticism but wanted to
act in concert with us and Germany. Herr Riesenhuber told me
that his formal position remained at 4.2 becu, but that he
intended to seek flexibility in order to reach a settlement at
the next Council. But he too wanted to continue in step with us
and France. He suggested that officials from our three countries
should meet to consider the basis for a continuing joint
approach.

I made it clear to both M. Valade and Herr Riesenhuber that our
position remained 4.2 becu. But I agreed that I would report the
position and that it made sense for officials to have discussions
on the scope for achieving agreement on both the overall
Framework and the individual programmes within it at a level
acceptable to all three of us.

These talks have now been arranged for 4 March and our officials
are in touch with the Cabinet Office about arrangements for any
further Ministerial discussion which may be required thereafter.

I am copying this letter to Peter Walker, Kenneth Baker,
Norman Fowler, John Moore, John MacGregor, other Members of OD(E)
and to John Fairclough in the Cabinet Office.

o |

i

GEOFFREY PATTIE
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CABINET OFFICE

Qn 0744 70 Whitehall London swiA 2as Telephone 01-3% 270 0109

The Rt Hon Margaret Thatcher MP

The Prime Minister

10 Downing Street

London SW1 26 February 1987

The Council had before it on 29 January the Report of the House of Lords Select
Committee on Civil Research and Development. Whilst not agreeing with all of
the opinions expressed, or the recommendations made, ACARD regards the Report
as a useful and constructive contribution to the debate about national policies
for science and technology. ACARD has a particular interest in a number of the
issues discussed in the Report.

The first concerns Exploitable Areas of Science (EAS). The Select Committee
have welcomed this ACARD report. They share the view that the United Kingdom's
future depends on science-based innovation and that a new approach is required
to ensure that national research is encouraged in areas of commercial
potential. ACARD has now received the final report of the consultant it
retained to make proposals for implementation of the EAS process and I will
shortly be hosting the first of a number of dinner meetings with senior
industrialists and financiers.

Informal discussions so far have encouraged me to believe that industry and the
City will recognise the potential value of this proposal and will be prepared
to give it substantial financial backing. The Select Committee recommend that
Government should contribute. Council agree that the participation of
Goverrment will be crucial to its success. Financial support from Goverrment
amounting to no more than 25% of the total setting up costs - which we estimate
at £5 million - would recognise its value in informing Govermment's own
priorities for R & D expenditure and would signal the willingness of Govermment
actively to engage in the process with industry, and those responsible for
making investment decisions.

This process should complement and feed into decisions by Ministers on research
and development aimed at greater wealth creation and improvements in the
competitiveness of British industry through ACARD. It should also assist the
Research Councils in establishing priorities in the national interest and
inform the decisions of the Department of Trade and Industry for the
improvement of technology.




The second, related, issue concerns the central structure in Govermment for
dealing with science and technology. It is crucial for the economic health of
this country that national science and technology strategies are developed and
applied over the long term. In order to command the confidence of industry,
which at the end of the day must realise those strategies, there need to be
high level arrangements at the centre of Govermment. ACARD has already been
asked to advise the Committee of Ministers which is considering R & D matters
and is therefore aware of the strengthened arrangements which now exist.
However, the lack of publicity given to this change minimises its impact on
industry and on the priority likely to be given to investment in research and
development outside Goverrment.

There might well be some merit in an expanded remit for ACARD, or for ACARD to
be incorporated into a new Council for Science and Technology as the Select
Committee Report recommends, but at the same time there is a need for a more
formal, and open, input into Govermment discussions on priorities on a regular
basis which might be satisfied if you felt able to chair a regular meeting, say
once a year.

ACARD recognises the need to increase the level of industrial investment in

R & D which in turn requires the City institutions and shareholders to
recognise the long-term value of such investment. ACARD has already offered
advice on these difficult questions to Ministers and we await the outcome with
interest.

The Report deals briefly with the civil implications of defence R & D and calls
for the proposed new Council to undertake a thorough examination of this
subject. ACARD, with the encouragement of the Secretary of State for Defence,
has already established a study group to undertake such an examination.

The Report deals rather cursorily with the important matter of international
collaboration, except in relation to the European Community. It is the view of
ACARD that there is a need for a more rigorous questioning of the value of
international collaboration and of the balance between collaborative and
national programmes. ACARD therefore intends to establish a standing
sub-committee so that it may have the capacity properly to address that part of
the work entrusted to it in its terms of reference - "To advise the Govermment
and publish reports as necessary on - the role of the United Kingdom in
international collaboration in the field of applied research, design and
development related to technology".

I hope you will find these comments helpful.

Yours sincerely

o

'\y; '-c‘kh'\/(v. —

SIR FRANCIS TOMBS
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POLICY UNIT

We discussed John Fairclough's minute of

17 February about research and development.
The Prime Minister has seen this, and has
agreed to discuss it with Mr. Fairclough
at 1030 on 11 March. I assume you will

also want to be present. v

2

(P.A. BEARPARK)

26 February 1987




10 DOWNING STREET
LONDON SWIA 2AA
From the Private Secretary

MR. UNWIN
CABINET OFFICE

I have arranged a meeting for 1030 on 11 March
for John Fairclough to see the Prime Minister
and discuss his minute of 17 February about
research and development. I gather you

or Robert would also like to be present.

Do you wish to submit a short note for the
Prime Minister to see before the meeting?

(P.A. BEARPARK)
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PRIME MINISTER { 05 F/CJ 17 February 1987
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I have been in post for 8 months, and I am now in a better position to reach a
» * —-’-—_—' - » » 3 »
considered judgement about the issues and opportunities we face in securing
greater economic contribution from our research and development activities.
Additionally, the House of Lords have recently published their report on Civil

Research and Development which I summarise in the attached Appendix.

2. This minute is to give you my assessment of the way forward. After you have

—

considered the steps I propose, it would be helpful to meet and discuss any

questions which you have.

3. We need a renaissance of our industrial prowess through the contribution from

research and development to again become an effective industrial competitor to
Japan, Germany and the United States. I offer the thought that this goal should
be championed by yourself and become central to your future policies as you have
already championed the control of inflation. We need a culture change in
industry, science and the Ministry of Defence for reasons I give below. Your

personal identification with this goal will be critical to such a task.

4. E(RD) has succeeded in making a number of positive changes, the most
important of which is to require the Ministry of Defence to establish a proper
management and control system for research and development in order to implement
the decision taken by E(A) under your Chairmanship last year to constrain

defence spending in R&D to the 1985 projections.

5. A major issue which has not yet been addressed is the establishment of

overall priorities for Research and Development both for science and

technology leading to a re-allocation of resources among departments. I have

in mind the need for regular examination of options which would allow you and




your colleagues to set priorities for influencing resource allocations for
future years. We need to be able to look at all the various departmental
expenditures on research and development together, in what might be called "the
R & D Budget", though of course individual Departments' expenditures would

continue to be included in their own PES programmes and departmental votes.

6. I would recommend against the House of Lords recommendation for a Council on
——————————————
Science and Technology because new machinery is unnecessary. Rather, I would

prefer to see existing machinery enhanced to answer the underlying issue which

the Lords have identified and with which I concur.

7. I recommend that the role of the Advisory Council on Applied Research and

Development be extended to cover basic and strategic science in addition to its

role in applied research and development. This would create an advisory body

T ———————————————
that would look across the whole subject and so balance our priorities between

fﬁelds of endeavour which underlay the current division between basic and
applied science. Council representatives from the science community will be
required as well as the participation of the Royal Society. The number of
members should be no more than 20, an increase of 4 and further re-balancing
would be accomplished by replacing existing members when their terms expire.

The Council should be given a new name, to mark its change of function and

————

identity, but it should not be considered or promoted as a new or additional

body.

8. The expanded ACARD could be invited to produce an annual report (which would
be for publication in due course) which would recomﬁEﬁﬁzi;;g;;;;gé for science
and technology. This could be considered by E(RD), and the report by ACARD,
together with E(RD)'s comments, would be submitted to you. The result of this
process would be taken into account in the Public Expenditure Survey
discussions. The eventual outcome could be published as a part of the Public

Expenditure White Paper.




9. The enhanced ACARD could provide periodical advice to E(RD) across the whole
spectrum of science, technology and industrial applications, so that sectorial
interests are balanced and integrated and the Chairman could request advice on
relevant issues which E(RD) will consider. The Exploitable Areas of Science
mechanism proposed by ACARD will, I hope, become an important contributor to

this activity.

10. This strengthened machinery would give you a new forum to address the
issues facing science, technology and industry and also allow the existing
machinery to be made more effective. The main objective is to provide the means

of annual examination of the whole environment rather than dealing with

individual issues out of context which is a major failing of the current system.
——————— i —

We face fundamental problems in industry, science and the MOD, all of which

interrelate. I will deal with each of these sectors in turn :-

11. Industry: Productivity has been improving in British Industry; but apart

from a few enlightened companies, industry is not investing in new product and

process development with real financial commitment. The scale of investment

—

required, to be internationally competitive, is increasing whereas Research and
T ————

Development investment from the private sector is declining as is the government
support of it. It is of paramount importance that we are internationally
competitive in more markets and the principal driving force must come from

properly focused research and development and supported by the City.

12. Science: As a nation we cannot afford, even given realistic increases to the

UGC and Research Councils budgets, to engage in world class science in

every subject and in every University . Participation in strategic scientific

research to world class standards is increasingly capital intensive. The work

generally needs to be organised on a team basis inm order to achieve economic
benefit from the capital investment. However, we have neither a mechanism of
selection, which integrates sectoral interests, nor a management system for
science and engineering with sufficient executive authority to rationalise the
current system. A vital and inseparable component of such a system is the
development of people with skills to serve academia, industry, commerce and

government and must be considered with equal priority to the other factors.




13. Ministry of Defence: We have two industrial cultures in the country; thev

defence industry and the rest. The defence industries believe that Government

should finance their research and development. Further, the Ministry of Defence

tradition is to specify and control their detailed technical requirements to a

level which leaves little incentive for the defence industry to undertake

internally financed research and development. Additionally, é_great deal of

research and development of technology and new materials is done within

Government laboratories with a poor record of technology Eransfer to civil

exploitation. If more of this research and development were undertaken by

private industry, on a speculative basis, with some help from the MOD, then
P —

private industry would ensure that commercial applications was a basic

consideration. There would be two benefits; we would have a more cost effective

defence effort while improving the chances of broad commercial exploitation.

14. I am convinced that Government needs to consider the issues facing science

and industry as a whole and together, so that account can be taken of the way

—

in which the issues relate to each other. A periodic review of priorities will

not only improve the quality and timeliness of decisions but allow us to shift

resources and concentrate our efforts.

o P

P

JOHN W FAIRCLOUGH

Chief Scientific Adviser




Appendix

SUMMARY OF THE MAIN POINTS OF THE HOUSE OF LORDS SELECT COMMITTEE
REPORT ON SCIENCE AND TECHNOLOGY:
CIVIL RESEARCH AND DEVELOPMENT

In 1981 the Select Committee published a Report - "Science and Government" and
in response the Government published a White Paper (Cmnd 8591) which laid the

foundations for the present machinery of Government.

e Both the present and earlier Reports have been helpful and constructive

in the main and the present Report recognises the substantial moves by
Government since 1982 to adapt its machinery and pursue a policy which
recognises the importance of science and technology and its successful
exploitation for the competitiveness of UK industry. The Report accepts, rather
uncritically, the evidence offered to them about low morale in the science
community, an increasing brain drain and pessimism in industry - all of which
lead the Committee to propose an increase in expenditure on research and
development (R & D) by Government. But they recognise that a large share of the
responsibility rests with industry which should increase its own investment in
R & D and the City which should adopt a less short term view of such

investment.

The Committees' main concerns are

that the very high proportion of Government funded R & D going to

Defence has undesirable consequences for UK industry

the need for a definable policy for the support of R & D; for stable

conditions and coherence in decision making; for realistic targets

and effective management of R & D

These lead the Committee to propose on Central Structure

close identification of the Prime Minister with the science and

technology dimension of policy

a specific Minister in Cabinet, under the Prime Minister, designated

to speak for science and technology




e e

establishment of 5\899QS;; for Science and Technology (CST) formally
chaired by the Prime Minister, with the designated Cabinet Minister

as Deputy Chairman with ACARD absorbed into the new Council.

On other matters they propose

a gradual move towards making the ABRC an executive body and greater

harmonisation between the 5 Research Councils (ABRC/DES would claim

this is already happening)

endorsement of the Science Budget and the customer/contractor
principle for most Departmental funding of R & D but the introduction
of a third method of funding for the strategic research which is of

most significance to the UK's future (this relates to the next item)

support for ACARD's proposals for a continuous process for
identifying exploitable areas of science and a proposal that
Government should assist in its funding to get it started and test
its effectiveness (Sir Francis Tombs is holding discussions with
industry and the City to seek financial support. He is expected also

to seek a minority proportion from Government)

recognition of the poor performance of UK industry in funding R & D
and of the short-termism of the City and a plan for Government to make
forms of support available "with a judicious choice of targets" to
help industry help itself (E(RD) is already considering ways to

encourage greater private sector R & D)

the need to improve information about private sector R & D (DTI have
this in hand but are reluctant to legislate on disclosure of R & D

expenditure in Annual accounts)

a claim that DTI support for industrial R & D is not enough, is
spread too thinly and not targetted precisely (some of this criticism

is shared by ACARD)




a recommendation for tax incentives to encourage more industrial R & D

(Treasury have this under review)

the need for measures to assist new, small companies to grow (ACARD

is preparing a report on this topic)

the need for further collabortion between higher education and
industry and for closer links between Government laboratories and
universities (the recently announced LINK Programme brings together
all three)

the need for greater selectivity between areas of science and
universities/departments (ABRC is preparing a stragegy document which

will deal with this issue)

the need for a positive attitude towards international collaboration

in R & D and for increasing the inward flow of technology.

6. In summary, the Committee make no radical proposals for change and what

they do propose fits well with initiatives already taken (eg LINK and the
creation of the Cabinet Sub-Committee on Research and Development) or under
consideration. There is a good story to tell and material for a White Paper
which would be well received by industry and the scientific community. There
is, however, a need for Departments to stop dragging their feet on some issues

if the White Paper is to carry conviction.
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1987-1991 EC R & D FRAMEWORK PROGRAMME

You will know that there is now to be a Research Council on

24 February (preceded by a dinner for Ministers on 23 February)
in addition to the Council scheduled for 24 March. The

24 February Research Council will be devoted solely to the new
Framework Programme.

It would be useful if I set down how I see the UK negotiating
position for this Council. 1In doing this I have taken into
account discussions with Mr Verhofstadt, who called on me
yesterday in his capacity as President of the Research Council.

Mr Verhofstadt proposes to send a paper to his Research Council
colleagues before 23 February. This will be limited to outlining
a possible approach to reaching a compromise on the new Framework
programme. He also intends to table a more formal proposal at
the dinner for Ministers. It is unclear how much detail this
second paper will contain on costs of the overall Framework and
of the individual action lines. Mr Verhofstadt currently plans
to discuss the overall approach at dinner and the figures in
formal session on 24 February.

FE3/FE3AAW




If the Presidency does table a formal compromise on 23 February,
we have to accept that this may well attract the support of a
substantial number of Member States. However, it is the
positions of the French and Germans which are crucial to the UK.
Advice from our Embassies in Paris and Bonn is that the French
and Germans will stay firm at or about 4.2 becu provided that we
do so. But we know that they were contemplating moving to 5 becu
around the time of the 9 December Research Council and their
positions may again weaken during 23/24 February if the Belgian
Presidency tables a compromise, at or close to this figure, which
attracts the support of most other Member States.

I will abide by the E(A) decision on 20 November to negotiate for
a new Framework Programme costing not more than 4.2 becu over the
5 year period of the Framework. This may mean that the UK will
be isolated, although I will be urging my French and German
colleagues to continue to remain firm on or about 4.2 becu.
However, I believe that, for political and practical reasons, at
least two Research Councils will be required before final
agreement is possible on the new Framework Programme. I
therefore see no overriding disadvantage to the UK in adopting
this position. I shall of course report back to colleagues on
the outcome of this Research Council, at which time we may need
to review how to handle the next Research Council on 24 March.

Meanwhile, it remains crucial to my Department that we get the
question of the redistribution of the EuroPES baselines
satisfactorily resolved as envisaged by E(A), ie that the
baselines should be changed to "more accurately reflect the
actual distribution of R & D effort within the new Framework
Programme". John MacGregor is of course due to follow this up
with Paul Channon and with Peter Walker. We must try to conclude
this before the 23/24 February Research Council. I am glad to
learn that John MacGregor is arranging a meeting for this
purpose.

I am sending copies of this letter to Peter Walker,
Kenneth Baker, Norman Fowler, John Moore, John MacGregor, other
Members of OD(E) and to John Fairclough in the Cabinet Office.

—

GEOFFREY PATTIE
FE3/FE3AAW
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E(RD) REMITS TO THE MINISTRY OF DEFENCE

Thank you for your letter of 10th December.

I am sorry about the delay in completing the paper
commissioned by the E(RD) meeting at the end of September. 1In
fact, good progress was made during October and November with
the analysis of my Department's development spending and my
officials were able to show that analysis to John Fairclough,
and receive comments from him, before the end of November.
Unfortunately, however, those involved have also been advising
me on airborne early warning and the need to give priority to
that precluded further progress during December. Work will be
resumed after Christmas and I will ensure that the necessary
papers are available for E(RD) in January, but I think it would
be wise to plan for a meeting at the end of that month rather

than the middle.

The Rt Hon Paul Channon MP

RESTRICTED




RESTRICTED

Vi
Xeranyor 5

I am sending copies of this

o

letter to the Prime Minister,

other members of E(RD), Sir Robert Armstrong and Mr Fairclough.

——“”;:'—_—*—CTS::;¢LL~ gah&*AJsu;)

George Younger
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10 DOWNING STREET

LONDON SWIA 2AA
From the Private Secretary 10 December 1986

LINK

Thank you for your letter of 8 December.
The Prime Minister has noted the contents
of this, and the necessary arrangementsghave
been made for the PQ to be answered today.

I am copying this to the Private Secretaries
of the Secretaries of State for Employment,
Scotland, Northern Ireland and Wales, and the
Chancellor of the Duchy of Lancaster.

P A BEARPARK

Miss Catherine Bradley
Department of Trade and Industry
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Private Secretary to the
Prime Minister

10 Downing Street

LONDON SW1l
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LINK al fag
Thank you for your letter of December.

My Secretary of State agrees that as large a proportion of
existing Government R&D programmes should be associated with LINK
as possible. E(RD) agreed that in addition to £200m over 5 years
for LINK ,Departments' existing collaborative programmes will be
associated with LINK.

On the question of small and medium sized firms, it is the firm
intention that every opportunity should be given to allow their
full participation.

We propose that the announcement be made on Wednesday, 10 December
by means of an arranged PQ as suggested by the Prime Minister.

This will be followed By a DTI/DES Press Conference at 4.00pm on
the same day led by Mr Pattie and Mr Walden. John Fairclough will
then also be able to refer to LINK when the Cabinet Office Annual
Review of R&D is launched at a Press Conference the following day.

I attach a draft PQ and answer which has been agreed with DES.
Please let me know if there are any difficulties with this.

Copies of this letter go to recipients of yours and to the Private
Secretaries of the Secretaries of State for Employment, Scotland,
Northern Ireland and Wales, and the Chancellor of the Duchy of
Lancaster together with a copy of your letter.

ZL*J‘ Vincere
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CATHERINE BRADLEY 17

Private Secretary 19
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SUGGESTED TEXT FOR ARRANGED PQ AND WRITTEN ANSWER

TO ASK THE PRIME MINISTER WHAT MEASURES THE GOVERNMENT
IS ADOPTING TO IMPROVE THE EXPLOITATION BY INDUSTRY OF
PUBLICLY FUNDED RESEARCH AND DEVELOPMENT.

It is essential that advances in science, whether they
occur in universities, Government laboratories or
industry, are rapidly exploited to develop new products
and improved services for sale by British industry and
commerce in world markets. To this end we are giving
particular priority to the development of improved
partnership arrangements between industry, Government
Departments and research institutions of all kinds. I
attach great importance to this work which will receive
further impetus under an initiative called LINK. Under
LINK Government will spend £290m over the next five
years on research programme which will bring together
industry and publicly funded scientists on a
collaborative basis. Industry will meet at least half
the cost of these programmes which will cover a wide

range of new science and technology. All Government
Departments with a significant R&D expenditure will take
part in LINK but the principal sponsors will be the
Department of Trade and Industry and the Department of
Education and Science, who will be announcing today
further details of the programme.

The total of Government expenditure on R&D is very
substantial both absolutely and as a proportion of the
national income and bears comparison with all other
technologically advanced countries. But the excellence
of British science has not been matched by a rapid pace
of application by British industry of the newly emerging
technologies. Nor is the private sector investing as
much of its own resources in R& D in this country as are
our more successful competitors. For its part the
Government is therefore actively reviewing its R&D
programmes across all Departments, defence as well as
civil, with the objective of increasing their
contribution towards improving the efficiency,
competitiveness and innovative capacity of British
industry. Both the Advisory Council on Applied
Research and Development (ACARD) and the Advisory Board
on the Research Councils (ABRC) are assisting in this
exercise and an Assessment Office on Science and
Technology has been established in the Cabinet Office
under the Chief Scientific Adviser.




DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 2 December, 1986.

Lro. Mkt

The Prime Minister has seen your Secretary of State's
minute of 24 November reporting on the work of the Ministerial
Sub-Committee on Research and Development. She was pleased to
note that full agreement has been reached on the terms on
which all Departments with major R & D programmes will
participate in LINK. She notes that,;the objectives of LINK
are not new, and that it will build on existing programmes and
will reshape Departments' spending patterns on R & D in order
to give greater emphasis to their contribution to wealth
creation. In this context, she has commented that
£200 million over 5 years is rather low in relation to total
Government spending on Research and Development which is
currently of the order of £4300 million a year. She thinks it
important that as large a proportion as possible of existing
Government programmes should be associated with LINK.

The Prime Minister would also like to be assured that
every effort will be made to see that small and medium size
firms are able to participate fully in LINK.

The Prime Minister is content to make the announcement
herself, but has concluded that there will be no suitable
speech to include it in in the next few weeks, and would
therefore prefer to make it by way of an arranged
Parliamentary Question. I await your further advice on this.

I am copying this letter to the Private Secretaries to
the other members of E(RD) and to Sir Robert Armstrong and
John Fairclough.
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70 WHITEHALL, LONDON SWI1A 2AS
01-233 8319

From the Secretary of the Cabinet and Head qf the Home Civil Service

Sir Robert Armstrong GCB CVO

Ref. A086/3398 8 December 1986
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Annual Review of Government Funded R & D 1986

The Government's response (Cmnd 8591) to the 1981 House
of Lords Select Committee on Science and Technology report
"Science and Government'" announced the introduction of a system
of Annual Reviews of Government Funded Research and
Development. The Fourth Annual Review is to be published on
117 December at 11.00 am. A copy of the Review is attached.

As in previous years, I am sending copies of this letter

and the attachment to Private Secretaries of all members of
the Cabinet.

\/01_;\1‘3 -{v("“’

e Woollir

—

(T A Woolley)
Private Secretary

M E Addison Esq
10 Downing Street
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cc Mr Woolley 5 December 1986

1986 ANNUAL REVIEW OF GOVERNMENT R & D.

The Prime Minister gave her agreement to publication of the Annual Review in
July and will be announcing its publication on 11 December in a written answer
in the House. I will be holding the usual Press Conference at 11.00am on the
same day. I have also been invited to write an article for the Financial Times
to appear on or soon after 12 December to highlight some the main issues in

science and technology.

2 My purpose in writing the article is to demonstrate Government's awareness
of these issues and its concern to act on them. As the Prime Minister herself
pointed out, after her discussion in May with S