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Dear Ticmaek,

AIMS OF INDUSTRIAL POLICY

1 You may recall that in the 'five year forward look' that my
Secretary of State forwarded to the Erlme Minister on 22
December, he outlined the broad aims of the Department of
Industry. Recently he has been explaining these to various
audiences outside Government, notably the CBI and 'the National
Economic Development Council. The reaction so far to the aims
has been favourable. The CBI expressed considerable enthusiasm,
offering to help in publiecising our aims and in contributing to
their development. They have pointed out the Department's
approach is similar to the management procedures which large
private sector corporations find mecessary to work effectively.
m-—m::-
2 At NEDC, the reaction was also positive although, of course,
the TUC could not support our privatisation aims for the
state-owned companies. o
————

3 These presentations have also generated a good deal of
favourable publicity, notably in the Financial Times and some
specialist journals. My Secretary of State thought that this
might lead to a question in the House, and that the Prime
Minister might therefore like to have a background note setting
out the approach that he has been adopting. The attached note
outlines the rationale for the aims themselves and the management
system that is being developed to translate the aims into action.

We can supply further details on any aspect of the system if

required. YM 9[““_,0[,,"

J P SPENCER
Private Secretary







AIMS OF INDUSTRIAL POLICY

Background

1 Soon after arriving at the Department of Industry, the

Secretary of State decided that its purposes needed much

clearer defipjtion. ©Some policies were trying to sSpres up

industrial change and adaptation, while others inhibited

these processes. he first step towards a more effective

industrial policy was to clarify what the Department was

(-

trying to do.

e

2 A well run organisation needs to be clear about its
objectives at each level of management. Ministers need to

be able to see what resources are being allocated to the

pursuit of different aims. Managers at each level need to

be able to relate their work to them. There should be a constant
search for ways of improving the balance of effort in order

to achieve the Department's central purpose. In companies,
profit provides a common yardstick for control. Government

aims are more complex and the need for clarity is correspondingly

greater.

Departmental Aims

3 The central purpose of the Department of Industry is to

help the productive sector in the UK to become profitable,

competitive and adaptable. This 1s primarily a task for
—

private sector management working within a framework of market

disciplines. But Government exerts a good deal of influence

on the climate within which industry operates. It can also

act in various ways to promote innovation and improved efficiency.
ﬁ

4 The Department's broad or 'strategic' aims are set out

at Annex A. The aims are divided into three broad headings:

. f . o . 3 » - .
climate, innovation and efficiency. Each is expressed in terms
—— —

r— - 4 | — Ly ; _
of an international comparison; we cannot afford to aim at

anything less than full international competitiveness. These
are sub-divided into fourteen main aims. All the Department's
activities are being reviewed in the light of the aims %o

identify gaps, imbalances and to expose any contradictions.




Management of the

1

3 This chart is used as the framework for the management
system now operating the Departmenf Every Division 1s
required to think hard ab ig own purposes and produce a
series of specific obje ves for itself The Secretary of
State hopes to publish mos f these Divisional objectives
before long. Public debate can help to secure acceptance

outside the Departn nd 1%

Divisional Targets

6 Although there are soI ategorie f work which
essentially responsive outside demands, it should be
possible to produce targets of some kind for nearly all of

the work undertaken by the I irtmer In some cases it 1is
possible to express the target i orms of a change in the
industrial world - eg raising the level of micro electronics
usage in industry from 30%  all companies to 60%. Other
targets relate to improved productivity within the Department:
eg improving casework processing time Fixing targets for as
much of the Department's as possible helps to orientate
staff at all levels to ds hi mer It also provides a

basis for review senior levels, to ensure the targets are
effort among themn,
w of performance at the
over a thousand short-term
suited to a five year time-—

contained in the Department

required to specify
ACT - Activities,
is described more

fully 1 he Department's Development Plan, in response to the

FMI., ) > gome experimentation last year, the Department

first time in 1983.

bjectives, targets and costs,
the effect of a reduction in

could be used. This i1s one source




of informati about priorities as seen at Divisional level.
ACT plans reviewed first at senior official level, then

by Ministers

8 An example of how Departmental aims are reflected in

Divisional objectives and translated into targets for 1983 is

shown below:

Adm 33 \wareness and rapid adopti of key technologies

mpetitiveness

Objective: To promote advanced production engineering

technologies in supplier and user industries

"

Target: Extend the Computer Aided Design and Computer
Aided Manufacture programme to include
Production Management; take the pro g ramme 40
a further 1,500 companies
(This target represents a
achievements so far; it poses a real challenge

for the Division in the timescale.)

Resource Management Group

2, A new Resource Management Group has been established,
under the chairmanship of the Permanent Secretary. Its task is
to keep under review the deployment of the Department's money
and manpower, 1 1Isure maximum contribution to the Department's

aims.

Management Information

10 As the FMI recognises, better management systems need
the right information to support them. A team of consultants

information systems.

Some improvements

require development




Conclusion

11 This system should help the Department to bring the

pattern of its activities and spending more closely into

line with central aim Priorities will change and
need to be kept under constant review. At the moment ©p

priorities

technologies
stries alike
skills

¥

in a variety

areas must
casualties of the past.
system pa

made.




DOI STRATEGIC AIMS

ANNEX A

11 A§o$|§| gllma%e in which the role of 3.1 Scale and nature of LFseaLcn_e_E[?_LLanu
productive activity is widely understood and Inward technology transfer geared to UK
valued. industrial needs.

1.2 Amacroeconomic and fiscal regime which 3.2 Development ofﬂanﬂa[lgiﬁo ralse
encourages productive activity, new enter- design and quality aspects of UK competitive-
prise and UK location of investment. 1 CLIMATE 3 INNOVATION ness to international levels.

A climate for UK CENTRAL AIM Technology avallable

Industry as condu- and applied on the
cive to enterprise A profitable, competitive scale ggcessarv to

as anywhere In the and adaptive productive ensure UK competitive-
ot sector in the UK. ness. ?

e A[gﬂ;]a framework which promotes 3.3 Awareness and rapld adoption of key
competition and encourages new business 4 technologies to maintain competitiveness.

opportunities.

1.4 Elimination of trade barriers to UK 3.4 The systematic use of public purchasin
industry and artificial obstacles to the 2 EFFICIENCY to promote innovation an% mee! international
supply of raw materials from overseas. standards.

Using the power of Government
selectively to help raise Indus-
trial efficlency to Internationally
competitive levels.

| |

1L Ll 11 3!

21 l:uil_ruaujk_lﬁs throughout UK LD.?S.UJ’.LOLSH_EOWHEU 3 Reduction of UK reaional 24 lnﬂand.lﬂuesxmeu:]am 2.5 Tactical support for UK 2.6 Increased UK output and
industry equal to those of our g__ 1panies to competition by miFaﬂPgsin resource coliabor with foreign companies to ensure Improved company
ran e sector.

through industrial companies yielding competi- competition on equal terms in performance assisted by

to privat
adaptation. tive advantages to the UK. world markets. selective financial instruments,

competitors.







