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Summary 

The scrutiny of the Office of Science and Innovation (OSI) is one of our core tasks. This is 
the first such Report from our Committee in the current Parliament. 

During the period covered by this Report, there have been major changes in structure at 
the OSI. The merger of the OSI and the DTI Innovation Group has been a success and we 
congratulate those involved in this.  

There have also been developments in establishing a new performance management 
system to assess the effectiveness of its work. We have concerns about the transparency and 
practicality of some aspects of the OSI’s performance targets and measures, which should 
be addressed. 

There have been welcome increases in the Science Budget, including the above inflation 
annual rises over the next spending round announced in the 2007 Budget. In addition, the 
Next Steps document published with the Budget in March 2006 is a welcome confirmation 
of the Government’s continued commitment to science and innovation. However, we 
deprecate the breaching of the principle of the ring-fenced budget for science which 
occurred earlier this year. 

An important part of the OSI’s work is its reviews of the use of science in Government 
departments. These reviews are of value but the pace of review and the information 
available about them on the OSI website need to be improved. 

We welcome the incoming Minister for Science and Innovation to his new role and look 
forward to regular dialogue with him as he seeks to implement his vision for science.  
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1 Introduction 
1. The Science and Technology Committee is appointed by the House of Commons to 
examine the expenditure, administration and policy of the Office of Science and 
Innovation (OSI) and its associated public bodies.1 The OSI has been part of the 
Department of Trade and Industry since 1995 and is divided into two parts: 

The Transdepartmental Science and Technology Group which supports the head of the 
OSI, the Government Chief Scientific Adviser (GCSA), in his role of advising the Prime 
Minister, the Cabinet, the Secretary of State for Trade and Industry and the Minister for 
Science and Innovation, on science, engineering and technology matters; and 

The Science and Innovation Group which supports the Director General of Science and 
Innovation (DGSI) in allocating the Science Budget, assuring the successful operation 
of the eight Research Councils and assisting innovation. 

2. The OSI defines its aim as “to improve the quality and use of science and technology 
(S&T) advice across Government and increase public confidence in the Government’s use 
of S&T.”2 The breadth of this role is reflected in the wide-ranging remit of our Committee 
which examines science and technology issues within the UK Government, regardless of 
departmental boundaries. Nevertheless, one of our core tasks is scrutiny of the work of the 
OSI itself. Traditionally, this has been done through an annual report from the Committee. 
The last in this series was published in January 2005 and covered the work of the OSI (then 
the Office of Science and Technology or OST) in 2004. No report was produced the 
following year because of the General Election in May 2005 and the subsequent delay in 
establishing select committees until July that year. The current Report is therefore intended 
to cover the two calendar years, 2005 and 2006. 

3. It has been the policy in previous Parliaments for our predecessor Committees to aim to 
hold an evidence session with the Secretary of State for Trade and Industry (who has 
Cabinet responsibility for science), the Minister for Science, the Chief Scientific Adviser 
and the Director General of Science and Innovation (DGSI, formerly the Director General 
of the Research Councils) during the course of each parliamentary session to inform the 
annual scrutiny report. We have adopted this aim in the current Parliament and fulfilled it 
by taking evidence from the Rt Hon Alan Johnson MP, then Secretary of State for DTI, Sir 
Brian Bender, Permanent Secretary, DTI, Professor Sir David King, GCSA and Professor 
Sir Keith O’Nions, DGSI, on 24 April 2006; and from Malcolm Wicks MP, Minister for 
Science and Innovation, on 17 January 2007. We have also taken evidence from the GCSA 
and the DGSI on a number of other occasions and from the Rt Hon Alistair Darling MP, 
the current Secretary of State for Trade and Industry, on 5 July 2006, in connection with 
our inquiry into scientific advice, risk and evidence-based policy-making. 

4. In addition, at the start of the Parliament we decided to continue with the Science 
Question Time format introduced by our predecessors, which enables us to discuss a range 

 
1 House of Commons Standing Order No. 152 

2 www.dti.gov.uk/science/science-in-govt/page8314.html 
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of science-policy related issues with the Science Minister in a 40 minute session. The 
former Minister, Lord Sainsbury, readily acceded to this proposal, and we held four such 
sessions with him on 19 October 2005, 25 January 2006, 20 June 2006 and 18 October 
2006. We should like to take this opportunity to record our thanks to Lord Sainsbury for 
his co-operation with this innovation and for his contribution to its success. In November 
2006, Lord Sainsbury resigned and was replaced by Malcolm Wicks MP. We are delighted 
that the new Minister accepted our invitation to continue these sessions, and we look 
forward to including an account of our meetings with Mr Wicks in next year’s scrutiny 
report. 

5. The transcripts of the evidence sessions directly linked to this Report (those from 24 
April 2006, 18 January 2007 and the four Science Question Time sessions with Lord 
Sainsbury) are appended to this Report, along with memoranda submitted to the 
Committee during the course of 2005 and 2006 by the OSI and its associated bodies in 
connection with financial matters or subsequent to evidence sessions. We received 
assistance from the Scrutiny Unit in the House of Commons in analysing the financial 
information contained in certain of these memoranda. 

6. During the course of the period covered by this Report we visited the OSI offices in 
London to discuss the changes brought about by restructuring with Professor Sir David 
King, Professor Sir Keith O’Nions and OSI management and staff. We are very grateful to 
those who organised and participated in an enlightening visit. 

7. In this Report we examine the major aspects of the period under review as they affect the 
work of the OSI. These include the restructuring of the Office from 3 April 2006, its 
performance against targets and funding issues. We also look at two specific aspects of OSI 
responsibilities: issues affecting the Research Councils and the OSI’s work in improving 
science across Government. Finally, and in chronological order, we comment on the vision 
for science of the new Minister for Science and Innovation.  
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2 From OST to OSI 

Background 

8. On 28 February 2006, Sir Brian Bender, the Permanent Secretary at the DTI wrote to our 
Chairman to inform us that, as a result of a recent review within the DTI, a new Office of 
Science and Innovation would be created by merging the DTI’s Innovation Group into the 
Office of Science and Technology.3 The OSI would have the twin purpose of “investing to 
develop further the excellence of the UK’s research base; and promoting technological and 
other business innovation”.4 Sir Brian Bender stated that the changes would “allow more 
effective co-ordination between these areas and more coherent communication of our 
work”.5 

9. The OST dates back to 1992 when the Science Branch of the Department of Education 
and Science joined the Office of the Chief Scientific Adviser in the Cabinet Office. It moved 
to the DTI in 1995. The Innovation Group had an even shorter history, being created in 
2002, following an internal DTI review of the UK’s performance in innovation. Prior to the 
merger with the OSI, the Innovation Group had three key responsibilities: to run main 
innovation schemes, such as LINK and Smart; to run the Patent Office and National 
Measurement System; and to promote technologies, such as genomics, e-science and basic 
technology. Its objectives were to encourage a faster take-up of emerging technologies by 
business; a significant increase in knowledge transfer; a better skilled workforce; and 
increased investment in innovation.6 The Government described its achievements during 
its short lifetime as including: 

establishing the Technology Strategy and Technology Strategy Board;  

achieving international recognition for the work of the Innovation Group in 
developing UK innovation policies;  

highlighting the specific needs of the service sector and the importance of design in 
innovation thinking;  

raising the importance of public procurement in stimulating innovation and 
reinvigorating the Small Business Research Initiative scheme, working with the 
construction industry and other Government Departments such as the Department of 
Health;  

influencing the Department for Education and Skills’ thinking on skills and the 
emphasis on demand side/employer led skills development in the workplace; and 

 
3 Ev 95 

4 Ev 71–72 

5 Ev 95 

6 Speech by Lord Sainsbury, Innovating Regions in Europe Network, Stratford-upon-Avon, 17 June 2002 
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the work of the Patent Office in promoting Intellectual Property Rights (IPR) for Small 
and Medium-sized Enterprises and schools, especially the development of the model 
contracts for IPR collaboration.7 

10. The structural changes announced by Sir Brian Bender also involved changes in 
personnel. The OSI as a whole has become substantially larger than the former OST since 
the Innovation group brought in around 250 posts to the OSI’s 140–150,8 although the 
merger has reduced the number of Directors-General in that part of the DTI by one.9 It 
was made clear from the outset that David Hughes, the Director-General of the Innovation 
Group and the Chief Scientific Adviser (CSA) for the Department, who had led the group 
since its inception, would not move over to the new OSI. Instead, his role of CSA was 
added to the portfolio of responsibilities awarded to Professor Sir Keith O’Nions, the 
former Director-General of the Research Councils, now DGSI, who also took on oversight 
of the Innovation Group. In April 2006 the DTI advertised for a new Director of 
Innovation to head the group, reporting to Sir Keith. Professor Sir David King continued 
as head of the OSI and GCSA. 

Objectives of the reorganisation 

11.  The review which led to the reorganisation of the OSI was commissioned in autumn 
2005 by the Secretary of State and the Permanent Secretary of the DTI, both then fairly new 
appointees, to “examine the organisational and working methods of the DTI’s activities on 
science, innovation and business relations and support”.10 The review was intended to 
“help the Department achieve effective integration and ensure that its strategic focus 
appropriately addresses the enterprise, innovation and knowledge economy agenda, to 
meet the challenge of globalisation”.11 The then Secretary of State, Rt Hon Alan Johnson 
MP, explained that he and Sir Brian Bender had been “struck by the fact that whilst over 
half our budget was science, it was still the case that the DTI were not perceived as being 
responsible for science”.12 The resulting changes were intended to ensure that “the 
department now has a complete marry up between the push of science and the pull of 
innovation”.13  

12. It appears that it was the innovation side which had been falling behind prior to the 
changes. On 15 February 2006, before the reorganisation was announced, Sir David King 
told us that “the Office of Science and Technology was placed in the DTI some years ago 
with an effort to focus on the innovation and wealth-creation agenda from within the 
science base … I believe there is much work still to be done”.14 Innovation has become an 
increasingly central part of the Government’s agenda, starting with a report in December 

 
7 Ev 71–72 

8 Q 84 

9 Ev 72 

10 Ev 71 

11 Ibid 

12 Q 87 

13 Q 74 

14 Q 13 
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2003 on Competing in the Global Economy: The Innovation Challenge which focussed on 
knowledge transfer, innovation in procurement, small businesses, regulatory frameworks 
and regional innovation. This was followed in July 2004 by the Government’s Science and 
Innovation Investment Framework, 2004–2014 which stated that “harnessing innovation in 
Britain is key to improving the country’s future wealth creation prospects”.15 In evidence, 
the then Secretary of State contended that the change to OSI “was in no way saying that 
innovation has failed either in the personalities involved or the system involved”.16 It was 
rather to be seen as “a process of evolution”.17 Nevertheless, its short existence of less than 
four years implies that the Innovation Group had not met the heavy expectations laid upon 
it.  

13. From the OSI perspective, Sir Keith O’Nions welcomed the changes as aiming to “bring 
the OSI closer into the department and place science and innovation more firmly into the 
heart of its strategy”.18 This was seconded in oral evidence by Sir David King who felt that 
“we now have a situation which is different from what we had before in the sense that this 
agenda of science, innovation and wealth creation is not only fully owned by the DTI in the 
form of the Secretary of State but is also now very much at the centre of the DTI’s 
activity.”19  

14. Whilst we welcome greater integration and greater awareness of science throughout the 
DTI, we had concerns that increased identification of the OSI with the DTI would have a 
negative effect on its role in influencing science across Government. There were also 
concerns that it could lead to greater emphasis on wealth creation at the expense of basic 
research. This is particularly relevant at a time when the Research Councils are increasing 
their own focus on knowledge transfer activities. Our witnesses saw the role of Sir David 
King as key to meeting these concerns. The then Secretary of State argued that he saw the 
GCSA as “a long stop”: “his independence and the fact that he reports directly to the Prime 
Minister and is the Government Chief Scientific Adviser allow him to see issues like this in 
context”.20 Sir David King himself stressed that he retained his role in overseeing the 
science and innovation strategy work of all government departments and “as the protector 
of those parts of the Science Budget that would not necessarily be seen to deliver on the 
wealth creation agenda”.21 He argued that he could “only provide the challenge that 
maintains that process” of protecting this part of the research base “if the Office of Science 
and Innovation operates as a true entity”.22 We note these reassurances but the OSI must 
remain alert to the potential of closer integration with the DTI to compromise its role 
in looking at science across the whole of Government and its duty to promote the 
health of UK science, including basic research as well as innovation and economic 

 
15 HM Treasury, Science and Innovation Investment Framework, 2004-2014, July 2004, p 5 

16 Q 79 

17 Ibid 

18 Keith O’Nions, “Office of Science and Innovation will put research at the heart of the DTI”, Research Fortnight,  5 
April 2006 

19 Q 92 

20 Q 120 

21 Q 93 

22 Q 117 



10 Office of Science and Innovation: Scrutiny Report 2005 and 2006 

 

 

returns. This may argue for a separate Ministry of Science and we recommend that the 
Government consider this in any future change to the machinery of government.  

Role of the Director General for Science and Innovation 

15. We had further concerns about the expanding role of Professor Sir Keith O’Nions 
within the OSI/DTI. In the reorganisation, he gained responsibility for a new grouping of 
some 250 people, in addition to the existing science and engineering base, and also a new 
role as Chief Scientific Adviser to the DTI. Sir Keith told us that he “greatly” welcomed this 
“third hat” but that it was “nothing like a full time job”.23 We were surprised to hear this, 
and were concerned that the additional time commitment involved in taking on the role of 
DTI CSA had not been properly considered in the reorganisation, particularly as Sir Keith 
readily accepted that “I already have a day job … I spend five days a week involved in 
science and innovation”.24 Sir Keith suggested that we ask him six months later whether he 
was able to perform all three jobs well.25 In the event, when we asked the new Minister for 
Science, Malcolm Wicks MP, in January 2007, we were told that he did “not have any 
concerns” about Sir Keith O’Nions’ workload. 26 

16. The mission of the DTI to promote the role of the CSA at the heart of policy-making 
sits uncomfortably with the decision that the duties of its own Adviser are so light that they 
can simply be grafted on to an already full workload. This is especially so in a year in which 
the DGSI has a considerable additional task in the form of negotiations on the 
Comprehensive Spending Review. We also have concerns in principle that the DTI CSA 
ought to be independent and not hold another position within the department, as we have 
discussed in our previous report on scientific advice and evidence-based policy-making. 
The departure of the previous Chief Scientific Adviser was an opportunity for the DTI 
to change its stance on appointing its own independent CSA. We hope that the DTI will 
keep the arrangement whereby the DGSI also undertakes this role under review. It 
must be prepared to consider separating the roles, should it become apparent that the 
job of the DGSI has become overloaded. 

Implementation of the changes 

17. The changes proposed as a result of the review were implemented straightaway since 
the Secretary of State saw no point in delaying and it seemed advisable to have them in 
place before the Budget.27 Seven months after the restructuring, we visited the OSI to gauge 
the effect of the changes. We heard only positive feedback from staff and management, 
with comments such as that the reorganisation had brought out more synergies between 
the two groups than had been previously suspected. The incoming Minister for Science 
told us in formal evidence that he himself was “certainly impressed … by the commitment 
of all the colleagues in OSI, not just to science but to the innovation agenda”.28 Sir Keith 

 
23 Q 115 

24 Q 117 

25 Q 114 

26 Q 285 

27 Q 109 

28 Q 279 
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O’Nions agreed that nearly a year on from the changes “there are some really tangible 
benefits”, particularly in bringing together “the business defined technology strategy 
opportunities and the more scientifically defined opportunities in the science base”.29 He 
cited as example “the relationship of intellectual property and patents, and metrology … 
and how this also fits together as part of the support of the environment where the 
innovation takes place”.30 The merger of the OST and the Innovation Group has been a 
success. We congratulate both those who had the foresight to plan the change and those 
responsible for implementing it.  

The review process 

18. The first indication that we—or anyone else outside the DTI—had that the 
reorganisation was to take place was in a letter sent by the DTI Permanent Secretary to our 
Chairman at the end of February 2006. The results of the internal review were 
implemented with a minimum of fanfare: the DTI did not even issue a press notice about 
the changes, and there was no written or oral statement in the House. The Permanent 
Secretary explained that “We did not feel it was significant enough to merit a 
parliamentary statement, written or otherwise, but certainly no disrespect was intended 
and absolutely no secrecy”.31 He assured us that “similar material [to the letter to our 
Chairman] was sent to a number of external stakeholders in the academic sector and in the 
business sector”.32 

19. The then Secretary of State accepted that “we should have” put the decision on the DTI 
website.33 We agree that whilst this was a story of limited media appeal, it was an important 
change which should have been promulgated more widely. The new Minister for Science, 
Malcolm Wicks MP, gave us a commitment that there would be an announcement in 
advance of changes and a ministerial statement to the House, should similar 
reorganisations take place in future.34 We welcome the commitment to make a ministerial 
statement to the House and we expect to receive earlier notification of any structural 
changes to the department which involve the OSI in the future.  

 The Technology Strategy Board 

20. The Technology Strategy Board was transferred to the new OSI as part of the 
Innovation Group. Established in October 2004 to implement a recommendation made in 
the DTI 2003 Innovation report, and expanded on in the Science and Innovation 
Investment Framework 2004–2014, the Board’s role is “to operate on a cross-Government 
basis, advising the Secretary of State for Trade and Industry on business research, 
technology and innovation priorities for the UK, the allocation of funding across these 
priorities and the most appropriate ways to support them”.35 It fulfils this role through the 

 
29 Q 279 

30 Ibid 

31 Q 82 

32 Ibid 

33 Ibid 

34 Q 281 

35 Department of Trade and Industry, Technology Strategy Board, Annual Report 2006, November 2006 
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development and delivery of the Government’s technology strategy and oversight of the 
DTI-led technology programme, which invests £200m a year in collaborative R&D projects 
and Knowledge Transfer Networks. The Board consists of a mixture of business people, 
venture capitalists, regional members, a Research Council Chief Executive and high-level 
representatives of the DTI and Government, including Professor Sir Keith O’Nions. 

21. The Technology Strategy Board was granted a wider remit in the Science and 
Innovation Investment Framework: Next Steps document which accompanied the March 
2006 Budget, to “stimulate business innovation in those areas which offer the greatest 
scope for boosting UK growth and productivity”.36 At the same time, it was announced 
that “plans for [the Board] to operate at arm’s length from central government are being 
developed”.37 The timescale for this project envisages the new body being formally 
inaugurated in April 2007 and then fully operational by July.38 It will also move from 
London to Swindon as part of this change. The period of appointment of the current 
members which was due to expire in October 2006 has been extended by a year to cover 
the period of change.39 

22. Some criticism has been voiced about the effectiveness of the Board. When its first 
annual report was published in November 2005, commentators noted that “much of the 
strategy is still up for discussion” and “something is happening though few people seem to 
know quite what”.40 In March 2006, the Board was accused by an editorial in Research 
Fortnight of being ‘amateurish’.41 The Board implicitly acknowledged some truth in this 
criticism of its performance when it stated in its latest annual report that “we believe that 
during this second year the Board and the activities it supports have started to make a real 
impact”.42 We note that in the recent Budget the Government announced “a number of 
initiatives to strengthen the impact of the TSB”, including targets for collaborative research 
with the Research Councils, £100 million for collaborative R&D, new innovation 
platforms, two new Knowledge Transfer Networks and the use of secondees from 
industry.43  

23. We have raised concerns that there should be effective oversight of the Board itself as it 
moves to become an arm’s length organisation with a current budget of £200 million to 
deploy. The Minister for Science did not answer this question directly but assured us that 
“in terms of the overall strategy, in terms of the broad priorities, we want quite a lot of 
ministerial engagement on this”.44 The quinquennial review of the Board is still some time 
away. We are anxious that it not be delayed because of the change in status. We recognise 
that the changes announced in the Budget arose from early conclusions of the Sainsbury 

 
36 HM Treasury, Science and Innovation Investment Framework: Next Steps, March 2006, p 10 

37 Ibid 

38 Q 294 

39 Department of Trade and Industry, Technology Strategy Board, Annual Report 2006, November 2006, p 36 

40 Clive Cookson, “Businesses to be offered a bigger role in shaping innovation strategy”, Financial Times, 24 
November 2005, p 6; ‘”Technology Vision buried in business bunker”, Research Fortnight, 26 October 2005.  

41 Editorial, “Hello OSI”, Research Fortnight, 22 March 2006 

42 Department of Trade and Industry, Technology Strategy Board, Annual Report 2006, November 2006, p 35 

43 HM Treasury, Budget 2007, March 2007, p 63 

44 Q 296 
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Review (see further below), but we are not convinced that that Review has addressed this 
issue. The need to appoint new members in October 2007 should provide an 
opportunity for a review of the Technology Strategy Board’s activities in order to 
inform decisions on new appointees. We recommend that this review be carried out 
before October. 
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3 Objectives and performance measures  
24. The OSI is responsible for meeting one of the DTI’s Public Service Agreement (PSA) 
targets as amended in the Spending Review 2004 settlement. PSA 2 requires the 
department to: 

Improve the relative international performance of the UK research base and improve 
the overall innovation performance of the UK economy including through effective 
knowledge transfer amongst universities, research institutions and business. 

The DTI state that as a consequence of the responsibility of the OSI for “the health and 
standing of the UK research base as a whole”, the OSI “has a key role in aligning Science 
Budget priorities with those of other funders to deliver two broad outputs that derive 
directly from this PSA target”.45 These outputs are: 

Output 1: A healthy UK research base 

Aim—to maximise the impact (of the Research Councils’ and Academies’ investment 
of the Science Budget) on maintaining and improving the UK’s Research Base 

Output 2: Better exploitation 

Aim—to increase the contribution made to improving exploitation of the Research 
Base to meet national economic and public service objectives. 

 
Beneath this are two further levels of outputs aimed at the Science Budget and then at the 
individual Research Councils and associated bodies. Examples of principal outputs to be 
measured in the case of output 1 include the number of publications, citations and PhD 
students; and for output 2, collaborative research and co-operative training. The indicators 
used in connection with these outputs are derived from the work carried out by Evidence 
Ltd for the DTI, which was commended in reports by our predecessor Committee on OSI 
scrutiny, who also expressed doubts that the new measures introduced as part of the 
Science and Innovation Investment Framework 2004–2014 would be “as clear or as useful” 
(see paragraph 28 below).46 

The OSI performance management system 

25. In the last two years there has been a major change in monitoring the contribution to 
the PSA targets made by the Research Councils and Academies with the development of a 
new performance management system. This was introduced by the OSI in order to provide 
“a firm, evidence-based foundation” for the long-term planning demanded by the Ten year 
Framework for Science and Innovation47 and was outlined in the DTI Science Budget 

 
45 Department of Trade and Industry, Science Budget Allocations 2005-06 to 2007-08, May 2005, p 2 

46 Third Report from the Science and Technology Committee, Session 2004–05, Office of Science and Technology: 
Scrutiny Report 2004, HC 8, para 12 

47 Office of Science and Innovation, Annual Report on Output Frameworks, September 2006, p 3 
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Allocations 2005–06 to 2007–08, published in May 2005. It was intended to provide “a 
more robust mechanism for translating the strategic priorities for the research base into 
specific aims and objectives for the Research Councils and Academies”,48 offering the 
opportunity to “allow the balance of investment across the Science Budget to be adjusted in 
response to a more strategic view of new priorities”.49 The system involves measuring 
performance against a number of indicators derived from the 2004–2014 Framework aim 
of making the UK the most attractive place for science and innovation. It has three 
elements: Delivery Plans for each Research Council and for RCUK, setting out the key 
deliverables in the next three years; a scorecard recording the deliverables, targets and 
milestones to be achieved; and output frameworks which take the outputs and measure 
them against “characteristics of interest” (scale, quality, sustainability, agility, productivity 
and user focus, in the case of output 1; scale and quality for output 2). Data is collected and 
published on an annual basis.  

26. The system has been in operation since 1 April 2005. In September 2006 the OSI 
published the first Annual Report on Output Frameworks which aimed “to outline the 
baseline data, comment on any particular aspects for future monitoring and summarise the 
current Research Council position”.50 It did this by presenting OSI data in a matrix and by 
then commenting on the data provided by the Research Councils. It is notable that in 
several cases metrics are still under development or the OSI has concerns about their 
usefulness. For examples, metrics are not yet developed for the rate of change in 
publication numbers and in PhDs awarded in relation to identified priorities. In the case of 
joint publications between researchers and industry, the OSI is not collecting the data 
because research has indicated that to do so “would involve significant costs and would not 
be a reliable indicator of research base-business interactions”.51 A similar argument is made 
for indicators for the level of business confidence in university knowledge transfer activities 
where the possibility examined by OSI has left the OSI with “serious concerns over how 
meaningful or robust indicators would be” and with work to do in identifying alternative 
indicators.52  

27. The OSI stresses in the introduction to the Annual Report on Output Frameworks that 
“the output frameworks are not static documents, as the metrics are evolving and open to 
revisions and modifications”.53 We accept that it is necessary to adapt the output 
frameworks used to measure the performance of the Research Councils as it comes fully 
into use in order that it remains a practical and useful document. We are concerned, 
however, that the measures should be firmly established in order to allow comparison 
from year to year. There must not be too many changes once the system has been 
allowed to bed down. It would be helpful for the OSI to highlight in the introduction to 
future output frameworks reports exactly which metrics have been amended and which 
are causing difficulties in terms of data collection or meaningfulness.  

 
48 Department of Trade and Industry, Science Budget Allocations 2005-06 to 2007-08, May 2005, ii 

49 Ibid 

50 Office of Science and Innovation, Annual Report on Output Frameworks, September 2006, p 4 

51 Ibid, p 7 

52 Ibid, p 21 

53 Ibid, p 4 
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The DTI Performance Report 

28. In addition to the output frameworks, the OSI’s performance against the PSA target is 
assessed in the DTI Autumn Performance Report against 25 indicators across five 
attributes of science and innovation: world-class research at the strongest centres of 
excellence in the UK; sustainable and financially robust universities and public research 
institutes; greater responsiveness of the research base to the needs of the economy and 
public services; increasing business investment in R&D and increased business 
engagement; and a more responsive supply of science, technology, engineering and maths 
skills to the economy.54 A footnote to the Autumn Performance Report 2006 notes that 
“These attributes also provide indicators of progress against the measures set out in the 
ten-year Science and Innovation Investment Framework”.55 There is no obvious other 
indication in either the Performance Report or the Output Framework document of the 
relationship between the two documents. Nor is there a readily-accessible list of targets and 
output performance measures on the OSI website. There is room for improvement in the 
transparency and presentation of information about how the performance of the OSI 
and its associated bodies is to be assessed across the board and we urge the DTI and OSI 
to address this. 

29. The overall assessment of progress against SR04 PSA 2 is that it “remains on course”.56 
Significant challenges, however, are identified in the areas of “raising business R&D and 
increasing the supply of science, engineering and mathematics skills available to the 
economy”.57 Both these areas were highlighted in the Science and Innovation Investment 
Framework 2004–2014 which established a headline ambition that public and private 
investment in R&D should reach 2.5% of GDP by 2014 and placed great emphasis on 
measures to improve the teaching and learning of science, technology, engineering and 
mathematics (STEM) subjects at all levels.  

30. There are difficulties in measuring both these outputs. For the indicators used to 
measure the supply of skills to the economy, the most recently available data for one of 
them is for 2003 and alternative methods of collecting data for the other are being explored 
as the dataset stopped in 2002. There is therefore no effective way of assessing the up-to-
date position of the UK in relation to the supply of skills. The most recent data for business 
R&D as a share of GDP is set out in the table below: 

 
54 DTI, Autumn Performance Report 2006, December 2006, p 11-18 

55 Ibid, p 11, footnote 11  

56 Ibid, p 11 

57 Ibid 
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Table 1: Business R&D as share of GDP  

Country 1988 1993 1998 1999 2000 2001 2002 2003 2004 2005 

Canada 0.77 0.9 1.08 1.08 1.16 1.27 1.09 1.03 0.98 1.03 

France 1.33 1.48 1.35 1.38 1.36 1.41 1.43 1.36 1.36 N/A 

Germany 2.02 1.65 1.57 1.7 1.75 1.75 1.75 1.73 1.75 N/A 

Italy 0.7 0.6 0.52 0.51 0.53 0.55 0.54 0.55 0.55 0.56 

Japan 1.9 1.87 2.1 2.1 2.12 2.26 2.32 2.36 2.37 N/A 

UK 1.40 1.33 1.17 1.23 1.20 1.19 1.17 1.12 1.08 1.08 

USA 1.92 1.78 1.95 1.98 2.04 1.99 1.87 1.81 1.79 N/A 

OECD 
average 

1.55 1.42 1.49 1.52 1.56 1.58 1.54 1.51 1.53 N/A 

Source: ONS for UK, OECD remainder, Annual Performance Report 2006, p 15 

These figures are worse than expected because they were revised by the Office of National 
Statistics “in the light of new information”.58 Previous data had suggested that there had 
been an improvement in the last two years but the new figures show that business 
enterprise research and development expenditure (BERD) has been falling steadily since 
1999, although we note the time lag in these figures of up to a year which makes it hard to 
be precise about the current state of R&D investment and the effect of Government 
policies.59  

31. In addition, there are concerns both that the BERD figures are not capturing the full 
extent of R&D in the UK and that they are in any case not sufficient in themselves to give a 
rounded picture of innovation. The Minister of Science suggested that there was too much 
emphasis in the measurement on the manufacturing sector and that the R&D target could 
be widened to capture R&D conducted in services.60 Sir Keith O’Nions argued more 
generally that BERD was just “a single target which can only capture a very small part of 
the performance across the landscape” and that “there is a lot more thinking to be done as 
to what a broader range and basket of measures should be in relation to productivity and 
innovation performance”.61 He elaborated in discussing the effectiveness of knowledge 
transfer efforts that:  

It is quite easy to measure spin-outs, licences, start-up companies, the value of start-
up companies. It is very difficult to measure the economic value of knowledge that 
moves in trained people and skilled people and mathematicians that go into the 
financial sector…This is a much more difficult area and there is great scope for 

 
58 DTI, Autumn Performance Report 2006, December 2006, p 15 

59 Ibid 

60 Q 273 

61 Qq 300, 302 
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improvement. The danger is in setting silly targets which drive behaviour in an 
adverse way.62 

32. It is common sense that performance measures have to be properly focussed on the 
right attributes in order that they may show a true picture of the state of innovation in the 
UK. The challenge of devising suitable measures can also be seen in the gaps in the current 
systems of measurement. There is clearly no point in having indicators which cannot be 
measured, nor outputs which focus on narrow issues to the detriment of significant ones. 
Sir Keith O’Nions told us that, whilst there was no formal Treasury review of output 
targets, the OSI was trying to address the recognised difficulties by “looking at a whole 
number of possible, sensible performance measures in close discussion with the Treasury, 
particularly around that area [of the percentage of R&D expenditure] whilst reviewing all 
of them”.63 He expected this “will most certainly come to a head at the time of the 
allocations of the budget, probably next October”.64 We welcome the work going on to 
identify meaningful and accessible output measures for the OSI and the Research 
Councils. We expect to receive updates as the work progresses in this area and before 
the changes have been finalised.  

The 2.5% target for R&D 

33. Whatever measures are decided upon to assess progress, the Government is, so far, not 
on course to achieve its 2.5% target for R&D as a percentage of GDP by 2014. This target is 
central to the ten year science and innovation strategy and the Minister for Science told us 
that “it remains a priority”.65 Indeed, it is highlighted again in the Budget Report 2007 
where it is described as a “commitment”.66 While there are other ways in which innovation 
and productivity growth might be measured and a single target such as this might not be 
sufficient on its own, it would be a highly significant for the 2.5% target to be missed. In its 
response to the OSI Scrutiny 2004 report, the Government told our predecessors that 
raising R&D to 2.5% “is a challenging target for the UK, but one which is feasible given the 
UK’s starting point and the strengths and structures of its science and industrial bases”.67 
Moreover, it was “arrived at following consultation with business and has been supported 
by business subsequently as a helpful guiding ambition to focus public and private 
investments in future years.”68 We should like to be more confident of the likelihood of 
achieving this target. We recommend that the OSI, in its response to this Report, make a 
clear statement on how it intends to meet the target of 2.5% as a percentage of GDP 
within its current strategy. In addition, although we appreciate the logic of including 
service sector R&D within the scope of business R&D, we believe that the 2.5% target 
would need to be revisited if the basis of measurement were changed.  

 
62 Q 293 

63 Q 292 

64 Ibid 

65 Q 297 

66 HM Treasury, Budget 2007, March 2007, para 1.18 

67 Sixth Special Report from the Science and Technology Committee, Session 2004–05, Office of Science and 
Technology: Scrutiny Report 2004: Government Response to the Committee’s Third Report of Session 2004-05, HC 
453, p 2 

68 Ibid 
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4 Budgets and other financial issues 

The SR2004 settlement for science 

34. Public spending on science has increased significantly since 1997 and science was again 
one of the winners of the SR2004 spending round, with an initial 5.8% real annual growth 
in the budget announced in the Science and Innovation Framework for 2004–2014. In 
March 2005, an allocation of £10 billion was announced for the period 2005–08, broken 
down as in the table below. 

Table 2: Science Budget 2004–05 to 2007–08 

£m 2004–05 2005–06 2006–07 2007–08 

Science Budget 2734 3087 3235 3451 

Of which     

Resource 2519 2883 3001 3197 

Capital 215 204 234 254 

Source: Science Budget Allocations, 2  

Table 3 shows the allocations made by the then OST from this overall total to each element 
of the Science Budget (figures in brackets indicate capital element included in the total 
allocation): 

Table 3: Science Budget Allocation 2004–05 to 2007–08  

£000’s 04–05 
allocationi 

05–06 
allocation 

06–07 
allocation 

07–08 
allocation 

% uplift in 
2007/08 
against 
2004/05 

Research 
Councilsii 

2,210,199 
(166,630) 

2,432,634 
(164,085) 

2,638,409 
(179,327) 

2,791,943 
(155,067) 

26% +581,744 

of which      

Arts and 
Humanities 
Research 
Council 

67,746  
(0) 

80,536 
(0) 

91,379 
(0) 

97,092 
(0) 

43% 

Biotechnology 
and Biological 
Sciences 
Research 
Council 

287,571 
(6,308) 

336,186 
(11,141) 

371,644 
(14,998) 

381,829 
(18,855) 

33% 

Council for the 
Central 
Laboratory of 
the Research 
Councilsiii 

127,940 
(19,262) 

167,004 
(19,853) 

182,256 
(30,150) 

212,507 
(40,356) 

66% 

Engineering 497,318 568,193 636,294 721,172 44% 
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£000’s 04–05 
allocationi 

05–06 
allocation 

06–07 
allocation 

07–08 
allocation 

% uplift in 
2007/08 
against 
2004/05 

and Physical 
Sciences 
Research 
Council 

(6,457) (13,229) (13,248) (13,268) 

Economic and 
Social Research 
Council 

105,252 
(1,780) 

123,465 
(3,250) 

142,468 
(3,250) 

150,336 
(3,250) 

43% 

Medical 
Research 
Council  

455,279 
(28,034) 

478,787 
(34,573) 

503,461 
(38,261) 

546,514 
(41,948) 

20% 

Natural 
Environment 
Research 
Council 

314,256 
(15,852) 

334,047 
(19,576) 

359,367 
(21,757) 

367,248 
(23,937) 

18% 

Particle Physics 
and Astronomy 
Research 
Council 

274,037 
(8,137) 

293,916 
(11,963) 

306,540 
(12,708) 

315,245 
(13,453) 

15% 

Diamond 
Synchrotron 
capitaliv 

(80,800) (50,500) (45,000) (0)  

Knowledge 
transfer 

78,960 91,440 103,500 108,500 37%  
+29,540 

of which      

Higher 
Education 
Innovation 
Fund 

60,305 69,425 83,000 85,000  

Public Sector 
Research 
Establishment 
and other 
Knowledge 
Transfer 
initiatives 

18,655 22,015 13,000 16,000  

RC Knowledge 
Transfer Fund 

0 0 7,500 7,500  

Regional 
Development 
Agency and RC 
Capacity 
Buildingv 

0 0 2,000 3,000  

Sustainability 296,570 419,560 300,000 300,000  
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£000’s 04–05 
allocationi 

05–06 
allocation 

06–07 
allocation 

07–08 
allocation 

% uplift in 
2007/08 
against 
2004/05 

of which      

Science 
Research 
Investment 
Fund  

296,570 300,000 300,000 300,000  

Full Economic 
Costvi 

0 119,560    

Large Facilities 53,628 
(48,628) 

45,406 
(40,406) 

60,414 
(55,164) 

104,681 
(99,423) 

95%  
+51,053 

Academiesvii 50,245 52,420 62,329 72,209 44%  
+21,964 

of which      

Royal Society 31,045 32,520 36,359 41,072 32% 

Royal Academy 
of Engineering 

5,600 5,850 7,885 9,752 74% 

British 
Academy 

13,600 14,050 18,085 21,385 57% 

Science and 
Societyviii 

7,175ix 7,665x 9,975 11,395 59%  
+4,220 

International 
collaboration  

  3,000 3,000  

Restructuring 
and 
contingency 

37,700 38,011 56,957 60,014  

TOTAL 2,734,477 
(215,258)  

3,807,136 
(204,491) 

3,234,584 
(234,741) 

3,451,742 
(254,748) 

26% +717,265 

i. Includes figures, for comparative purposes, for AHRB/BA which did not become the responsibility of the Science Budget until 1 April 2005 

ii. Figures from 06-07 include allocations made to enable Research Councils and Academies to pay a greater proportion of the Full Economic Cost of 
projects they support 

iii. Excludes capital funding for Diamond synchrotron, which is shown separately below 

iv. The Diamond synchrotron, announced in 2000, will be completed in 2006-07 

v. RDA and RC Capacity Building funds are included in EPRSC’s allocation 

vi. Sustainability funding of 120/200M 06-07 folded into individual RC and Academies figures. Distribution of £120M to HEIs in 05-06 will be handled 
centrally by ESRC 

vii. Includes figures, for comparative purposes, for AHRB/BA which did not become the responsibility of the Science Budget until 1 April 2005 

viii. Science and Society includes work on public engagement, diversity in the science workforce and promoting science in schools (SETNET)  

ix. Includes £2.925m DTI funding for SETNET 

x. Includes £2.925m DTI funding for SETNET 

35. The OST/OSI announced that these allocations were “designed to: 
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Enable forward planning by allocating funds for the SR period; 

Ensure the balance of investment is brought into line with PSA needs informed by 
understanding of the current position; 

Improve the overall quality, sustainability, scale, agility and productivity of the 
Research Base; 

Produce long term investments, that are in line with Science Budget priorities, and 
can be proactively supported—OST and the Research Councils share responsibility 
for these decisions; 

Provide the Science Budget with the agility it needs to respond to emerging 
priorities via reprioritisation with the RCs and Academies.”69 

36. This was undoubtedly a good settlement for science and one which was widely 
welcomed across the science community. However, on two occasions since the settlement, 
the DTI has taken action which appears to challenge the strict ring-fencing of the science 
budget which should ensure that it cannot be raided to meet other departmental needs. 
First, on 14 February 2006, the Secretary of State for Trade and Industry announced a loan 
of £115m from the Science Budget to the DTI’s non-science budgets in 2005-06, to be 
repaid over the period 2006–08 by increases in the baseline figures. The OST/OSI stated on 
17 February that “the loan is being made from funds which are not immediately required 
by the Research Councils and other programmes within the Science Budget” and that it 
would “be repaid by the time the funds are required for investment in science”.70 This 
“loan” included reductions in the end of year flexibility within the Science Budget.  

37. A year later in February 2007, the end of year flexibility of the Research Councils for 
2006–07 was reduced again by £68 million in order to meet the DTI’s budget deficits in 
non-science areas. This time the reduction was permanent and not a loan. Professor Ian 
Diamond of RCUK, speaking on behalf of all the Councils, stressed that, while the 
Councils were “satisfied that the Government remains committed to the 10-year science 
and innovation investment framework, reductions in Research Council budgets will 
inevitably have an impact on our ability to maintain the quality of the Research Base and to 
fully realise its benefits”.71 We deplore the willingness of the DTI to “raid” the Science 
Budget to meet its obligations elsewhere. Ring-fencing the budget should mean that it 
is guaranteed and not available for other purposes. We recommend that the DTI make 
an absolute commitment to observing the strict principle of ring-fencing the Science 
Budget in future. We welcome the assurance from the Chancellor and DTI that the end 
of year flexibility for 2007–08 is guaranteed. We note that this difficulty arises because 
of the embedding of the OSI within DTI, a department with priorities other than 
science and innovation. 

 
69 Department of Trade and Industry, Science Budget Allocations 2005-06 to 2007-08, May 2005, p 8 

70 Note by OST on DTI Spring Supplementary Estimates 2005-06 

71 www.rcuk.ac.uk/news/20070221budget.htm 
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The 2007 Comprehensive Spending Review 

38. This year will see the conclusion of the latest Comprehensive Spending Review (CSR). 
Originally planned for July, the full outcome of the CSR is now expected to be announced 
in October but an early settlement of the DTI’s Science Budget was announced in the 
Chancellor’s Budget speech on 21 March 2007. This gave the Science Budget an average 
annual growth of 2.7% over the CSR period of 2008–09 (£3,525 million), 2009–10 (£3,746 
million) and 2010–11 (£3,971 million). The Minister for Science, advised by Sir Keith 
O’Nions, will now take responsibility for dividing up the global Science Budget between the 
Research Councils and other science headings. Malcolm Wicks MP downplayed the 
significance of the CSR for science, pointing out that, “only a few years into” the ten year 
strategy for science, the Government “do not have to make important strategic decisions 
over every year or every financial year”.72 Nevertheless, a new financial settlement is clearly 
an important development. We note that the 2.7% represents an increase of £1,093m for 
the Science Budget over the spending period, compared to a baseline figure for 2007–08. 
We welcome the early settlement of the bid as providing greater certainty for the OSI and 
the UK research base and agree with the Secretary of State for DTI that it “represents a very 
good settlement for science”.73  

39. We asked both the Minister and the DGSI what the OSI was doing to promote the 
priorities identified for the CSR by the Research Councils. Sir Keith told us he had spoken 
to all the Councils “about what are their first thoughts on the big priorities for the next 
three, four, five years which will colour the nature of the DTI submission in the 
Comprehensive Spending Review” and that each of them had as “their highest priorities … 
interdisciplinary research topics”.74 We note that in the SR2004 not all of the highest 
priority areas identified by the Research Councils in their “rigorously prioritised 
programmes” were given extra support and that others received only part funding.75 It is 
inevitable that the Treasury will not be able to meet the full demands of all bidders in the 
CSR process and that other priority requests may later be turned down when the OSI 
comes to distribute the funds awarded to the Science Budget as a whole. However, we are 
particularly concerned in the CSR 2007 round that having encouraged the Research 
Councils to think in interdisciplinary terms, due priority should be accorded to 
spending in this area. We will examine the outcome with attention as to whether this 
proves to be the case. 

The Sainsbury Review 

40. Also expected at the same time as the CSR is the outcome of the review by Lord 
Sainsbury of science and innovation policies across Government. The announcement of 
this Review accompanied the news of Lord Sainsbury’s resignation from his post as Science 
Minister and the breadth of the terms of reference of the review led to mischievous 
speculation that he was continuing with his portfolio out of office. Reporting to the 
Chancellor of the Exchequer and the Secretaries of State for Trade and Industry and 

 
72 Q 286 

73 Letter from Rt Hon Alistair Darling MP to the Chairman of the Committee, 21 March 2007 

74 Q 289 

75 Department of Trade and Industry, Science Budget Allocations 2005-06 to 2007-08, May 2005, p 5  
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Education and Skills, the Review is intended to “take a forward look at what needs to be 
done to ensure the UK's continued success in wealth creation and scientific policy-
making”.76 Its term of reference explain that the Review will:  

“take stock, in the context of globalisation, of the overall impact and balance of 
Government interventions, at national and regional levels. In order to reach its 
conclusions it will include examination of: 

industry R&D and investment in innovation; 

publicly funded R&D (including government departments) and investment 
in innovation; 

knowledge exchange between universities and business, including 
examining progress made since the Lambert Review; 

the supply of skilled people; 

the supply of venture capital; 

patents, measurement systems and standards; and 

International science and technology collaboration.”77 

41. The review has been officially welcomed by Lord Sainsbury’s former department. The 
incoming Minister for Science told us that he “was genuinely very pleased” when he heard 
that Lord Sainsbury was to undertake this project78 and that as of January 2007, the two of 
them had already “discussed the review, and we will discuss it again”.79 Sir Keith O’Nions 
drew particular attention to the inclusion of venture capital within the terms of reference, 
saying “we are all looking forward to the Sainsbury review” and the outcome of Lord 
Sainsbury’s “conversations” in this area.80 We very much look forward to the outcome of 
the review, emerging conclusions from which were included in the 2007 Budget, and we 
would welcome an early opportunity to discuss his findings with Lord Sainsbury himself. 

Science and Innovation Framework 2004–14: Next Steps 

42. In March 2006 a discussion paper to take forward the proposals in the 2004 Science and 
Innovation Framework was published as part of the Budget package. Entitled Next Steps 
and sponsored by HM Treasury, DTI, DfES and the Department of Health, the document 
set out further measures aimed at meeting the overall ambitions of the original paper. The 
key elements were: 

The creation of a single, jointly held health research fund of at least £1 billion per 
annum. 

 
76 www.hm-treasury.gov.uk/independent_reviews/sainsbury_review/sainsbury_index.cfm 

77 Ibid 

78 Q 257 

79 Q 259 

80 Q 278 
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The proposed merger of the Council for the Central Laboratory of the Research 
Councils (CCLRC) with the large facilities operations conducted by the Particle 
Physics and Astronomy Research Council (PPARC) to create a Large Facilities 
Research Council. PPARC’s research funding role was to be taken over by the 
Engineering and Physical Sciences Research Council (EPSRC). 

An increasing role for the Technology Strategy Board in contributing to the 
development of the Government’s innovation strategy.  

A consultation on the proposed change of the Research Assessment Exercise 
(RAE) to a metrics-based system. 

A commitment to allow all pupils that achieve level 6 or above at Key Stage 3 to 
study three separate science GSCEs and a drive to recruit science graduates into 
teaching with incentives to providers of £1000 per recruit.  

The enhancement of UK Trade and Investment (UKTI) in marketing the UK 
science base to business, implementing a £9 million international R&D strategy to 
attract R&D investment to the UK. 

Additional support through R&D tax credits to companies with between 250 and 
500 employees. 

Seven questions were highlighted for discussion and consultation: 

Summary of discussion questions from Science and Innovation Investment Framework 2004-
2014: next steps 

1. The Government would be interested in views about whether the existing framework 
for supporting science and innovation enables an appropriate level of risk-taking, and if 
not, suggestions of how any gap might be addressed. 

2. The Government invites views on measures to remove any remaining bias which 
unfairly favours established research fields over innovative ones. The Government also 
invites views on how funding mechanisms can be made more responsive to new 
research challenges. 

3. The Government would welcome views on the barriers limiting greater business  
innovation and business-university collaboration in the regions, and on what more 
could be done on a national and regional level to tackle these barriers effectively.  

4. The Government would welcome views—in particular from outside Higher 
Education -which can be taken into account in developing best practice models for 
business-university collaboration. In addition, the Government would welcome views 
on how to encourage businesses to work with universities for the first time, perhaps by 
introducing short-term, low-cost mechanisms for business-university interaction. 

5. The Government would welcome views on whether all large facilities operations 
should be integrated under a new Large Facilities Council, or whether there is a case for 
some facilities to remain under the management of other Research Councils.  
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6. Furthermore, in the event of a merger, should the grant-giving functions of PPARC 
be moved to EPSRC?  

7. The Government would welcome views on what further measures could be taken by 
the Research Councils to improve their effectiveness.  

Source: Science and Innovation Investment Framework 2004-2014: next steps, March 2006 

43. The consultation period ran for 12 weeks from 22 March 2006 to 16 June 2006. In the 
light of the strong criticism by our predecessor Committee of the six-week consultation on 
the original Science and Innovation Framework document, we welcome the compliance 
with the Cabinet Office guidance on Government consultation in the case of Next Steps. 
Our predecessors also commented that in 2004 it was “unclear how the submissions have 
helped to shape the policies outlined in the Framework”.81 Here too there is evidence that 
the consultation was better handled on this occasion. A summary of the 190 responses 
received was published by the OSI in September 2006, which also set out “the first steps in 
actively responding to the points made”.82 These actions were mainly steps taken by the 
Research Councils but the summary also referred to the view of the “majority of 
respondents in favour of the creation of a Large Facilities Council and opposed to the 
transfer of PPARC’s grant giving function to EPSRC”.83 A separate summary of these 
responses had been published earlier, and on 26 July 2006 the Government had announced 
its decision along the lines suggested by that majority of respondents (see further below). 

44. We discuss in the next chapter the main changes to emanate from the Next Steps 
agenda and their implications for the Research Councils. Here, we note the publication of 
the Next Steps document as proof of the continued interest shown by the Treasury in 
science. The former Secretary of State for Trade and Industry, Rt Hon Alan Johnson MP, 
told us that “Without the help and involvement of the Treasury and without the passion of 
the Treasury for this, we would have a great deal of difficulty in doubling the science base 
as we have done since 1997”.84 He added that “it is crucial that [the Treasury] are involved” 
and that “I would not look at it in any way as a negative feature that the Treasury are so 
closely involved”.85 We acknowledge the commitment shown by the Treasury to 
developing science and innovation and its willingness to grant the money necessary for this 
task. We have consistently argued that the Treasury should address its position as the 
only major Government department without a departmental chief scientific adviser. 
We remain strongly of the view that this would add rigour and credibility to Treasury 
thinking on science. 

 
81 HC [2004–05] 8, para 30  

82 OSI, and HM Treasury, Response to the Science and Innovation Investment Framework 2004-2014: next steps, 
September 2006, para 1 

83 Ibid, para 27 

84 Q 129 

85 Ibid 
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5 Research Councils 

Recent changes affecting the Research Councils  

45. The remit of our Committee includes scrutiny of the OSI’s associated public bodies. 
We have interpreted this to mean the Council for Science and Technology, the Learned 
Societies sponsored by the OSI and the Research Councils. Of these, it is the Research 
Councils which receive most public funding and which are therefore most often called 
upon to contribute to our inquiries. Previously, scrutiny of the Research Councils was 
conducted on an individual basis, looking at the work of each in turn over the course of a 
Parliament. However, at the start of the current Parliament we decided to adopt a more 
thematic approach to scrutiny of the Councils in order to examine issues which affected 
the broader research community to a greater or lesser degree. The first inquiry in this series 
was into knowledge transfer which reported in June 2006; the second, into Research 
Council Institutes reported in March 2007; and we have recently announced the third, into 
international policies and activities.  

46. In addition, we hold introductory hearings when there are new appointments to key 
posts within the Research Councils. Most recently, on 28 February 2007 we took evidence 
from Professor Philip Esler, Chief Executive of the Arts and Humanities Research Council. 
This session highlights a further change affecting the Research Councils since the last 
scrutiny report in January 2005: the incorporation of the former Arts and Humanities 
Research Board into the Arts and Humanities Research Council which came into existence 
on 1 April 2005. The number of Research Councils has therefore increased to eight, all 
coming under the umbrella of the strategic partnership, RCUK. The addition of the arts 
and humanities to the otherwise science-dominated research council system throws up 
challenges in developing practices and output measures which can apply across all 
disciplines. We welcome the inclusion of the new Council as providing more 
comprehensive representation of research in the UK and opening up more opportunities 
for interdisciplinary research and exchange of best practice. 

47. In the rest of this chapter, we concentrate on three issues within the direct 
responsibility of the OSI which directly affect the Research Councils: the RIPSS review of 
sustainability; the review of health research funding by Sir David Cooksey; and the 
establishment of the new Science and Technology Facilities Council. 

The RIPSS review  

48. The full title of the RIPSS report, published in March 2006, is PSREs and the science 
base: a policy for sustainable trading and joint strategic investment in PSRE infrastructure. 
Final Report of the Research Council Institute and Public Sector Research Establishment 
Sustainability Study (RIPSS) Steering Group. It was commissioned to examine how to 
improve the sustainability and strategic coherence of the £1.6 billion non-university public 
research sector, and it found that the publicly-funded research system is crucial to the 
current and future interests of the nation and that Public Sector Research Establishments 
(including RCIs) exist because the research capacity they provide is either specialist, or of 
strategic or policy importance. It also commented that PSREs may have to be directed to 
change focus if a national emergency occurs. It made twelve recommendations to 
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government departments, the research establishments and their strategic partners, aimed 
at improving the sustainability of the sector. 

49. The OSI completed its first annual survey of sustainability in PSREs in summer 2006 to 
provide a baseline against which to measure future progress. The monitoring process 
concluded that “there are serious concerns about the sustainability of something like a 
third of PSREs”, and that “there are serious concerns about a higher proportion of all 
PSREs, based on current known tends and uncertainties”.86 The most significant areas of 
threat were identified as: 

a) PSREs which are failing to invest adequately to maintain physical 
infrastructure needed for research (and especially where they already have a 
significant proportion of old and unfit infrastructure); 

b) PSREs whose financial forecasts suggest that they have no financial 
headroom to deal with investment needs, research developments, and the 
uncertainties and risks that affect any research organisation; 

c) PSREs which have real uncertainty about the level of commitment and 
continuity of support from a major research customer (future investment 
by Defra is a common factor in several of these due to a number of reviews 
currently underway); 

d) PSREs which are concerned about ageing profiles of scientific staff with key 
skills, facing issues of succession planning, competitive salaries in the 
private sector attracting new entrants and in some cases under-skilled new 
graduate entrants.87 

Following completion of this first annual monitoring sector, as well as the publication of a 
report on Monitoring financial sustainability in UK HEIs by the UK Higher Education 
Funding Councils in April 2006, the OSI is now able to engage in developing indicators 
and baseline figures to assess the sustainability of universities and public research institutes 
as required under the output performance management system.  

50. We have discussed the RIPSS agenda in some detail in our recent Report on Research 
Council Institutes. We regard this work as an important component of the OSI’s role in 
protecting and promoting the research capacity of the UK and we intend to use future OSI 
scrutiny sessions to follow up our findings and recommendations in this area. 

The Cooksey Review and OSI 

51. The Next Steps document published as part of the March 2006 Budget package 
included a commitment to the creation of a single, jointly held research fund of at least £1 
billion per annum, bringing together the budgets for health research administered by the 
MRC and by NHS Research and Development. Sir David Cooksey was commissioned by 

 
86 RIPSS Implementation project: sustainability of research establishments. Comments in the first annual monitoring 

process. Notes from JM Consulting, paras 13-4. 

87 Ibid, para 19 
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the Chancellor of the Exchequer to examine the administrative arrangements for this new 
fund. His report was published on 6 December 2006, alongside the Pre-Budget Report. 

52. We took evidence from Sir David on his review on 24 January 2007 and published a 
Report on 15 March 2007. We were surprised to discover the extent of the 
recommendations made by Sir David and directed at the OSI. Whilst it was only to be 
expected that the OSI should be closely involved in the new administrative arrangements 
because of its role in overseeing the MRC, the Cooksey review concluded with a series of 
wide-ranging recommendations that went beyond responsibility for oversight of the new 
OSCHR. For example, it recommended that: 

OSI and DH with input from DTI should carry out an analysis of the entire range 
of public/charity funding streams which are applicable to the translation of health 
research, to create a coherent picture of the support available and identify gaps in 
that support, with particular reference to simplification and the needs of SMEs and 
individuals (para 7.9); 

DfES, HEFCE, DH and OSI together with their counterparts in the Devolved 
Authorities where appropriate, establish a working group with a remit to develop a 
strategy to ensure that the UK has the right mix of skills, experience and career 
structures across the whole spectrum of health research, including ensuring more 
effective translation of research (para 7.17); and 

OSI, together with HEFCE, review the current technology transfer activities across 
the HEI sector so that strengths and best practice can be identified and 
promulgated across the sector (para 7.40). 

53. We asked the Minister for Science and Professor O’Nions for their view on the 
proposals. Sir Keith told us that he had “had the benefit of many conversations with David 
Cooksey during his review” and was not surprised by the recommendations aimed at the 
OSI.88 He also told us that “Cooksey did an extremely good job and I am very content at 
the outcomes and I am pretty confident ... about the future”.89 When we asked specifically 
about protecting basic science within the new emphasis on translational research in the 
medical field, the Minister stressed that under the reforms “there will still be an MRC 
doing its excellent work but there will be a better relationship with the need for application 
in the Health Service”.90  

54. We will be interested to see how these reforms are implemented and how they work in 
practice, especially as they affect the work of the MRC and the relationship between that 
Research Council and the OSI. We look to Sir Keith O’Nions to use his role in overseeing 
OSCHR to ensure that the existing, highly praised, MRC structures are protected and that 
basic science does not come a poor second to other more exciting fields in winning funding 
for research. We will also be interested in the outcome of the three tasks highlighted above 
which OSI is intended to perform out of the Cooksey report. We recommend that the OSI 
publish a timetable of the reviews it is conducting under the auspices of the Cooksey 

 
88 Q 323 

89 Q 313 

90 Q 311 
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recommendations on public/charity funding streams, a strategy for skills in health 
research and a review of technology transfer activities, and that the results of these 
reviews be made public. 

Science and Technology Facilities Council 

55. Next Steps also proposed the merger of the CCLRC and PPARC to create a Large 
Facilities Council, with PPARC’s grant-giving functions moving to the EPSRC. Following 
consultation, it was announced that the new Council would be a straight merger of the 
CCLRC and PPARC, with the addition of the nuclear physics research activities of the 
EPSRC, and that the new Council would not lose PPARC’s grant-giving powers to the 
EPSRC. In introducing the instrument which sets up the Science and Technology Facilities 
Council, the Minister for Science told a Commons Delegated Legislation Committee that: 

The aim of the new council will be to create a more integrated approach to large 
scientific research facilities, including in international negotiations for long-term 
projects involving several countries acting together; to obtain more value from the 
knowledge and technologies developed as a result of the new council’s programmes; 
and to deliver both those goals using the two science and innovation campuses at 
Harwell and Daresbury as identifiable knowledge transfer centres that host UK-
based large-scale international facilities.91 

The new Council should begin operating on 1 April 2007 with Professor Keith Mason, 
currently of PPARC, as Chief Executive. 

56. The STFC will have significant funds to expend. At present, the Science Budget invests 
approximately £500 million in building and running large-scale research facilities, mainly 
managed through PPARC and CCLRC. The OSI also manages a separate Large Facilities 
Capital Fund (LFCF) worth about £100 million, which allows Research Councils to seek 
additional capital for large-scale investments. The STFC will have a budget of around £530 
million for 2007–08. Transitional costs are described as “modest”, but the Regulatory 
Impact Assessment which accompanied the Order predicted that there will no 
administrative cost savings because of the shared service centre planned by the Research 
Councils.92 There were concerns that the STFC would be hampered by CCLRC liabilities, 
but we have been reassured by the Minister for Science that these will not be transferred to 
the STFC.93  

57. The Regulatory Impact Assessment suggests that “The OSI will address longer term 
funding after the DTI’s CSR07 settlement is known”.94 We asked Professor Mason, the 
Chief Executive designate, about the likely budget of the new Council. He stressed that “if 
we are to make a success of this new council and realise its full potential we need to 

 
91 Third Delegated Legislation Committee, Draft Science and Technology Facilities Council Order 2007 and Draft 

Technology Strategy Board Order 2007, 11 December 2006, col 5 

92 Regulatory Impact Assessment on the Science and Technology Facilities Council Order 2007 (RIA), para 20 

93 Ev 95 

94 Regulatory Impact Assessment on the Science and Technology Facilities Council Order 2007 (RIA), para 20 
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resource it appropriately, and that requires some increase—a modest increase”.95 He was 
confident that “in setting up the new council … the Treasury and OSI have both been very 
clear that the aim is not to save money; the aim is to make the UK more effective in the 
scientific arena and to allow us to compete”.96 We recommend that the funding for the 
Science and Technology Facilities Council from the CSR round be an increase over the 
combined existing budgets of its component parts in order that it can achieve its 
potential. 

58. The RIA prepared by the DTI identified the risks of establishing the new Council to be 
that  

funding may be diverted away from grants to support facilities management and that 
Universities could also be disadvantaged in favour of Government-run facilities as a 
result. This approach could also lead to the risk of a potential conflict of interest in 
grant giving for example in the future management of large facilities which are 
currently operated by CCLRC on behalf of the UK.97 

During the course of our ongoing inquiry into UK space policy, we received evidence 
suggesting that there could be tension within the STFC between funding for large facilities 
and funding for basic science within other programmes.98 Professor Keith Mason assured 
us that “there is no conflict”: he averred “I am comfortable that we already have 
mechanisms in place that can handle this transparently and achieve an appropriate 
balance”.99 Sir Keith O’Nions also assured us in January 2007 that “I think you will be quite 
impressed with sort of advisory structure that is being put together for STFC” and that “It 
is going to be a very distinctive and exciting council”.100 He had previously described it as 
“a significant prize in innovation”.101 

59. When the suggestion for the new Council was first mooted, we were concerned at the 
lack of consultation within the research community on the idea, even with key players at 
the existing Councils. However, we have been reassured by the strength of the support 
expressed in the consultation process for the Council and by the Government’s 
responsiveness to those elements of the proposals which were raising concerns. We will 
monitor the operations of the STFC once it has come into being and will look for an 
opportunity to discuss its progress, work and administration with Professor Mason 
once a reasonable period has elapsed. 

 
95 Oral evidence taken before the Committee on 10 January 2007, HC 66-ii, Q 208. This transcript is currently available 

at http://www.publications.parliament.uk/pa/cm200607/cmselect/cmsctech/uc66-ii/uc6601.htm and will be published 
with the Committee’s Report on UK Space Policy in 2007, 10 January 2007, Q 208 

96 Ibid, Q 209 

97 Regulatory Impact Assessment on the Science and Technology Facilities Council Order 2007 (RIA), para 25 

98 SP 48, submission from a group of interested scientists, currently available at 
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99 Oral evidence taken before the Committee on 10 January 2007, HC 66-ii, Q 208. This transcript is currently available 
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6 Science across Government 
60. One of the aims of the OSI is “to improve the quality and use of science and technology 
(S&T) advice across Government and increase public confidence in the Government’s use 
of S&T”.102 A key aid in achieving this aim is the updated Chief Scientific Adviser’s 
Guidelines on Scientific Analysis in Policy Making which were published in October 2005 
and which we examined in some detail in our Report on scientific advice, evidence based 
policy making and risk.103 A second key document, also the responsibility of the OSI, the 
Code of Practice for Scientific Advisory Committees is currently under review. We expect 
this review process to address the concerns raised in our scientific advice report, and we 
look forward to examining the new Code when it is published. 

61. The OSI is also directly involved in improving science within Government through its 
rolling review programme of the quality and use of science in individual departments. Each 
review focuses on ten broad areas in order “to assess how effectively government 
departments: 

i. Develop a clear, overall science strategy; 

ii. Horizon scan—to identify future science-related issues; 

iii. Review and harness existing research with a view to identifying gaps and 
opportunities for future research; 

iv. Commission and manage new research; 

v. Ensure the quality and relevance of department sponsored work; 

vi. Use research and scientific advice in formulating policy; 

vii. Publish results and debate their findings and implications openly; 

viii. Share, transfer and manage knowledge; 

ix. Have implemented Guidelines 2000 and the Code of Practice for Scientific 
Advisory Committees; and 

x. Use, maintain and develop scientific expertise (within the department itself and in 
the scientific community—capacity and capability building).”104 

The general principles of each review are to: be external and independent; focus on the 
quality and use of science, not on value for money; be published; reflect departmental 
diversity; add value by identifying and sharing best practice across government 
departments; and be responded to.105  

 
102 www.dti.gov.uk/science/science-in-govt/page8314 

103 Seventh Report from the Science and Technology Committee, Session 2005-06, Scientific Advice, Risk and Evidence 
Based Policy Making, HC 900–l, November 2006 

104 www.dti.gov.uk/science/science-in-govt/works/science-reviews/Background/review_focus/page24591.html 

105 www.dti.gov.uk/science/science-in-govt/works/science-reviews/Background/review_principals/page24614.html 
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62. The work is carried out by staff from the OSI’s Science Review Team, with a Steering 
Panel of senior academics and external experts and senior officials from Government 
departments overseeing each review. The process to be followed is set out clearly on the 
OSI website and includes discussing possible areas of focus with the department concerned 
at the beginning of the review, as well as discussing emerging findings and issues at an early 
stage, and consulting stakeholders such as the appropriate scientific community. A draft 
report is sent to the department under review for comment before the final report is 
published by the OSI. Departments are expected to issue a formal response to the Review, 
and to each recommendation, within three months. The OSI has undertaken to follow up 
on progress in implementing the Review’s recommendations within “about 15 months” of 
the Department’s response.106  

63. The OSI website states that each review “will take approximately ten months from start 
… to publication of Report”.107 In fact the process takes much longer than this estimate. In 
the case of the first review, into the Department for Culture, Media and Sport, the review 
lasted from May 2003 until October 2004. When our predecessor Committee raised this 
issue with the OSI, they were assured that these teething problems would not affect the 
projected timetable for other reviews since consultants would be employed to carry out 
most of the fieldwork, and the department would impose clearer and tighter project 
management methods.108 The Government assured the Committee that this change would 
“allow the [OSI] team to have up to three reviews running at any one time, depending on 
the size of the departments to be reviewed”.109 In fact, of the four reviews commenced since 
that date, only two (Department for Environment, Food and Rural Affairs [Defra] and the 
Health and Safety Executive [HSE]) have been published on the OSI website, and both of 
those took almost two years, from requests for comments from consultees in early 2005 to 
publication in late 2006. The only readily available information on the other two reviews 
are requests for submission of comments from stakeholders by 18 November 2005 for the 
Office of the Deputy Prime Minister (now the Department for Communities and Local 
Government) and by early January 2007 for the Home Office. We understand that the 
Department for Communities and Local Government review is in fact to be published 
shortly but this is a far cry from the original OSI aim of reviewing three to four 
departments each year and allowing ten months for each review.  

64. Given the OSI commitment to publish the reviews and responses on the website, we are 
also concerned at the poor quality of the information available in this way. For example, we 
note that the information available on the “Work Programme” page of the OSI Science in 
Government website is unacceptably out of date, listing the published reviews on HSE as 
“underway” and on Defra as “just getting underway”, and making no reference at all to the 
two reviews currently in hand.110 We wonder whether this is not a further sign that the 
Science review team are overworked, although we make the general observation that the 
OSI website could be better designed and maintained. 

 
106 www.dti.gov.uk/science/science-in-govt/works/science-reviews/Background/review_process/page24617.html 

107 Ibid 

108 HC (2004–05) 8, p 28 
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65. We are concerned at the long time-lag in producing the reviews of departmental 
science. We believe that this is an excellent initiative but we agree with our predecessor 
Committee that “the programme will lose momentum and influence if there are not 
marked improvements to the process”.111 The DTI cites these reviews in their Annual 
Report 2006 in support of their contention that “Government continues to improve the 
quality of its science and scientific advice”.112 However, this judgement is hard to 
substantiate where so few reviews have been conducted and the there is so little public 
information on them. We recommend that the OSI again review the resources available 
to its Science in Government team, with a view to increasing the turnover and 
production of departmental science reviews. We also recommend that the OSI publish 
a more realistic assessment of timetables for each review and for the programme as a 
whole. In general, we recommend that far greater attention is paid by the OSI to 
updating its website. The OSI should be expected to set an example in communications 
and the use of IT to inform the public and stakeholders of its work.  

66. It would be a pity if the poor standard of presentation were allowed to detract from the 
quality of the work itself in this field. We have had an opportunity to examine the 
outcomes of the review process in the form of the reports published so far and we are 
grateful to the OSI for drawing these to our attention as each appeared. In particular, we 
drew upon the review of Defra science in our recent inquiry into Research Council 
Institutes and we found it very useful as an external assessment of the departmental science 
programmes and use of science. We are aware that other departmental select committees 
have also shown an interest in these documents which could provide contribute to their 
work on departmental scrutiny or other inquiries. We recommend that the OSI adopt a 
policy of forwarding copies of departmental science reviews and subsequent responses 
upon publication to the relevant select committee in the Commons. We urge our 
colleagues on other select committees to make thorough use of these documents to 
inform their scrutiny of the departments under review. 

 
111 HC (2004-05) 8, p 28 

112 Department of Trade and Industry, Technology Strategy Board, Annual Report 2006, November 2006, p 97 
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7 Scrutiny of the Science Minister 
67. 2006 saw the first change in the Science Minister in eight years when Malcolm Wicks 
MP, previously Minister of State for Energy, was appointed to the post. Lord Sainsbury was 
a hard act to follow, given the length of his tenure and the good relationships which he had 
established with the science community.  

68. Mr Wicks began his own period in office with a speech in which he chose to stress the 
public or social aspects of science. He told the Research Base Funders’ Forum plenary 
conference in November 2006 that, in addition to becoming a knowledge economy, “we 
need to become a knowledge society” and that the UK should become “a knowledge 
democracy … a scientifically literate society”.113 We asked him when he gave evidence to us 
to explain what he meant by “a knowledge democracy”. He explained that he was “partly 
thinking about skills and the education agenda” but also partly about crucial global issues 
such as climate change, energy, medicine and water supply in Africa and how “we need a 
more knowledgeable democracy if we are to make the right decisions and get the balance 
right between what science can offer and public policy concerns and some of the moral 
issues”.114 He stressed that this focus was not intended to be “about taking our eye off the 
economic ball” and away from the emphasis on the knowledge economy, but instead to 
add to this “the application of science in, for example, the National Health Service and, I 
suspect, other areas of social policy, which may … have been neglected by what science and 
technology has to offer”.115 

69. We explored Mr Wicks’ views on the role of science and technology within society and 
his vision for “science and the application of science, innovation, to move centre stage” in 
the UK.116 Now that the Minister has been in post for four months, we hope that he has had 
an opportunity to develop his thinking on how to realise his vision a little further. We 
recommend that the OSI outline in its response to this Report the new dialogues and 
initiatives within the OSI established since November 2006 to encourage the creation of 
a “knowledge democracy” and spread the use of science throughout Government and 
beyond. We will watch developments in this area with close attention, as will many in the 
wider research community, and we look forward to regular conversations with the 
Minister on these important topics.  

Science Question Time 

70. Science Question Time was originally developed by our predecessors as a means of 
directly engaging with the then Minister, Lord Sainsbury, who was not available to answer 
questions on the floor of the House. Once a Minister from the Commons succeeded Lord 
Sainsbury, that particular justification no longer held, but the format had proved to be 
valuable and we were keen that it should continue. We were therefore pleased that 
Malcolm Wicks MP agreed to make the same commitment as his predecessor to appear 
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before the Committee four times a year to answer questions on topical science issues. The 
precedent is now well established. We note that the value of this forum has been 
underlined in the current session in which the Minister for Science has been called upon to 
answer only seven questions during DTI question time, not all of which were science-
related.117 Until such time as a Science Question Time has a proper place on the floor of the 
Commons, we shall continue our own scrutiny of Ministers on science matters in this way.  

 
117 Commons Hansard, 20 November 2006, c1200, 1209; Hansard, 18 January 2007, c 898; Hansard, 22 March 2007, c 

932-3, 935-6, 939-940; no science-related questions were reached on 22 February 2007. 
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8 Conclusion 
71.  This Report is unusual in covering two years of OSI activity and we intend to return to 
the regular annual pattern of scrutiny and reporting. It is also unusual in its focus on the 
restructuring of the OSI, which was an unexpected development in this scrutiny period, 
which was also marked by the arrival of a new Science Minister. There are likely to be 
further significant developments which will affect the OSI in the coming year, including 
the outcome of the CSR and the results of the Sainsbury review. Indeed one question often 
speculated about is how long the OSI will continue in its current form. We look forward to 
considering developments in these and other areas in our report on the work of the OSI in 
2007. 
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Conclusions and recommendations 

From OST to OSI 

Objectives of the reorganisation 

1. The OSI must remain alert to the potential of closer integration with the DTI to 
compromise its role in looking at science across the whole of Government and its 
duty to promote the health of UK science, including basic research as well as 
innovation and economic returns. This may argue for a separate Ministry of Science 
and we recommend that the Government consider this in any future change to the 
machinery of government. (Paragraph 14) 

2. The departure of the previous Chief Scientific Adviser was an opportunity for the 
DTI to change its stance on appointing its own independent CSA. We hope that the 
DTI will keep the arrangement whereby the DGSI also undertakes this role under 
review. It must be prepared to consider separating the roles, should it become 
apparent that the job of the DGSI has become overloaded. (Paragraph 16) 

Implementation of the changes 

3. The merger of the OST and the Innovation Group has been a success. We 
congratulate both those who had the foresight to plan the change and those 
responsible for implementing it. (Paragraph 17) 

The review process 

4. We expect to receive earlier notification of any structural changes to the department 
which involve the OSI in the future. (Paragraph 19) 

The Technology Strategy Board 

5. The need to appoint new members in October 2007 should provide an opportunity 
for a review of the Technology Strategy Board’s activities in order to inform 
decisions on new appointees. We recommend that this review be carried out before 
October. (Paragraph 23) 

Objectives and performance measures 

The OSI performance management system 

6. We accept that it is necessary to adapt the output frameworks used to measure the 
performance of the Research Councils as it comes fully into use in order that it 
remains a practical and useful document. We are concerned, however, that the 
measures should be firmly established in order to allow comparison from year to 
year. There must not be too many changes once the system has been allowed to bed 
down. It would be helpful for the OSI to highlight in the introduction to future 
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output frameworks reports exactly which metrics have been amended and which are 
causing difficulties in terms of data collection or meaningfulness. (Paragraph 27) 

The DTI Performance Report 

7. There is room for improvement in the transparency and presentation of information 
about how the performance of the OSI and its associated bodies is to be assessed 
across the board and we urge the DTI and OSI to address this. (Paragraph 28) 

8. We welcome the work going on to identify meaningful and accessible output 
measures for the OSI and the Research Councils. We expect to receive updates as the 
work progresses in this area and before the changes have been finalised. (Paragraph 
32) 

9. We recommend that the OSI, in its response to this Report, make a clear statement 
on how it intends to meet the target of 2.5% as a percentage of GDP within its 
current strategy. In addition, although we appreciate the logic of including service 
sector R&D within the scope of business R&D, we believe that the 2.5% target would 
need to be revisited if the basis of measurement were changed. (Paragraph 33) 

Budgets and other financial issues 

The SR2004 settlement for science 

10. We deplore the willingness of the DTI to “raid” the Science Budget to meet its 
obligations elsewhere. Ring-fencing the budget should mean that it is guaranteed and 
not available for other purposes. We recommend that the DTI make an absolute 
commitment to observing the strict principle of ring-fencing the Science Budget in 
future. We welcome the assurance from the Chancellor and DTI that the end of year 
flexibility for 2007–08 is guaranteed. We note that this difficulty arises because of the 
embedding of the OSI within DTI, a department with priorities other than science 
and innovation. (Paragraph 37) 

The 2007 Comprehensive Spending Review 

11. We are particularly concerned in the CSR 2007 round that having encouraged the 
Research Councils to think in interdisciplinary terms, due priority should be 
accorded to spending in this area. We will examine the outcome with attention as to 
whether this proves to be the case. (Paragraph 39) 

Science and Innovation Framework 2004–14: Next Steps 

12. We have consistently argued that the Treasury should address its position as the only 
major Government department without a departmental chief scientific adviser. We 
remain strongly of the view that this would add rigour and credibility to Treasury 
thinking on science. (Paragraph 44) 
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Research Councils 

The Cooksey Review and OSI 

13. We recommend that the OSI publish a timetable of the reviews it is conducting 
under the auspices of the Cooksey recommendations on public/charity funding 
streams, a strategy for skills in health research and a review of technology transfer 
activities, and that the results of these reviews be made public. (Paragraph 54) 

Science and Technology Facilities Council 

14. We recommend that the funding for the Science and Technology Facilities Council 
from the CSR round be an increase over the combined existing budgets of its 
component parts in order that it can achieve its potential. (Paragraph 57) 

15. We will monitor the operations of the STFC once it has come into being and will 
look for an opportunity to discuss its progress, work and administration with 
Professor Mason once a reasonable period has elapsed. (Paragraph 59) 

Science across Government 

16. We expect the review of the Code of Practice for Scientific Advisory Committees to 
address the concerns raised in our scientific advice report, and we look forward to 
examining the new Code when it is published. (Paragraph 60) 

17. We recommend that the OSI again review the resources available to its Science in 
Government team, with a view to increasing the turnover and production of 
departmental science reviews. We also recommend that the OSI publish a more 
realistic assessment of timetables for each review and for the programme as a whole. 
In general, we recommend that far greater attention is paid by the OSI to updating its 
website. The OSI should be expected to set an example in communications and the 
use of IT to inform the public and stakeholders of its work. (Paragraph 65) 

18. We recommend that the OSI adopt a policy of forwarding copies of departmental 
science reviews and subsequent responses upon publication to the relevant select 
committee in the Commons. We urge our colleagues on other select committees to 
make thorough use of these documents to inform their scrutiny of the departments 
under review. (Paragraph 66) 

Scrutiny of the Science Minister 

19. We recommend that the OSI outline in its response to this Report the new dialogues 
and initiatives within the OSI established since November 2006 to encourage the 
creation of a “knowledge democracy” and spread the use of science throughout 
Government and beyond. (Paragraph 69) 
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BERD  Business Enterprise Research and Development Expenditure  

CCLRC Council for the Central Laboratory of the Research Councils 

CSA  Chief Scientific Adviser 

CSR  Comprehensive Spending Review 

Defra  Department for Environment, Food and Rural Affairs 

DfES  Department for Education and Skills 

DGSI  Director General of Science and Innovation 

DH  Department of Health  

DTI  Department of Trade and Industry 

EPSRC  Engineering and Physical Sciences Research Council  

GCSA  Government Chief Scientific Adviser 

GDP  Gross Domestic Product 

HEFCE Higher Education Funding Council for England 

HEI  Higher Education Institution  

HSE  Health and Safety Executive  

IPR  Intellectual Property Rights  

LFCF  Large Facilities Capital Fund 

MRC  Medical Research Council 

NHS  National Health Service  

OSCHR Office for Strategic Co-ordination of Health Research  

OSI  Office of Science and Innovation 

OST  Office of Science and Technology 

PPARC Particle Physics and Astronomy Research Council 

RAE  Research Assessment Exercise  

RCI  Research Council Institute  

RCUK  Research Councils UK 

R&D  Research and Development 
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RIA Regulatory Impact Assessment 

RIPSS Research Council Institute and Public Sector Research Establishment 
Sustainability Study  

PSA  Public Service Agreement 

PSRE  Public Sector Research Establishment 

SME  Small and Medium Sized Enterprises  

SR  Spending Review 

S&T  Science and Technology  

STEM  Science, Technology, Engineering and Mathematics  

STFC  Science and Technology Facilities Council 

UKTI  United Kingdom Trade and Investment 
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Formal minutes 

Wednesday 28 March 2007 
 

Members present: 
 

Mr Phil Willis, in the Chair 
 

Adam Afriyie  Chris Mole 
Dr Evan Harris  Graham Stringer 
Dr Brian Iddon  Dr Desmond Turner  

 
 
The Committee deliberated. 
 
Draft Report, Office of Science and Innovation: Scrutiny Report 2005 and 2006, 
proposed by the Chairman, brought up and read. 
 
Ordered, That the Chairman’s draft Report be read a second time, paragraph by 
paragraph. 
 
Paragraphs 1 to 71 read and agreed to. 
 
Summary read and agreed to. 
 
Abbreviations read and agreed to.  
 
Resolved, That the Report be the Sixth Report of the Committee to the House. 
 
Ordered, That the Appendices to the Minutes of Evidence taken before the Committee 
be reported to the House. 
 
Ordered, That the Chairman do make the Report to the House. 
 
Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134. 
 
 

[Adjourned till Wednesday 18 April at Nine o’clock. 
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Oral evidence

Taken before the Science and Technology Committee

on Wednesday 19 October 2005

Members present:

Mr Phil Willis, in the Chair

Adam Afriyie Mr Brooks Newmark
Mr Robert Flello Anne Snelgrove
Dr Evan Harris Dr Desmond Turner
Dr Brian Iddon

Witness: Lord Sainsbury of Turville, a Member of the House of Lords, Parliamentary Under-Secretary of
State, Science and Innovation, Department of Trade and Industry, examined.

Q1 Chairman: Could I first of all thank you, Lord
Sainsbury, for coming before the Select Committee
to answer our friendly and helpful questions, and
indeed to thank members of the public for also
joining us this morning. Can I say that the process is
that we have given Lord Sainsbury a series of
questions which we would ask him to give the
briefest of responses to before members of the
Committee then take up supplementary
questioning. I am going to read the question out so
people know exactly what the question was, we will
ask Lord Sainsbury to respond and then we will get
into the questioning. I hope that is okay. The first
area is about new nuclear build and the question is:
whenwill theGovernment publish proposals on new
nuclear build in the UK?
Lord Sainsbury of Turville: The Prime Minister
recently announced that we will be reviewing our
energy policy next year. That is part of our general
policy to focus on climate change, reliability of
energy supplies and aVordability to the customer
and, of course, that will include an assessment of
civil nuclear power.

Q2Mr Newmark: I guess my first question has to do
with what has changed in your mind since before the
Election to persuade the Government to tackle this
issue now? For example, have there been significant
improvements in the technology of nuclear reactors
just to make them more economically viable?
Lord Sainsbury of Turville: Well, I think the issue is
to what extent have things changed since the energy
policy report of 2003. I think a number of things are
changing, as will always be the case in this. I believe
strongly that the absolutely fundamental point of
energy policy is that you keep the options open and
you review it constantly in the light of changes in
technology, changes (in the case of nuclear) in the
safety of nuclear stations, and also costs. I think it is
a good moment to come back to those issues, given
the changes in prices and other factors.

Q3 Chairman: Can you give us a specific change?
Lord Sainsbury of Turville: Clearly we are getting
closer to a solution on the question of waste, which
I think is absolutely fundamental if there is going to

be a change on that. I think there is a change on how
quickly we can get into renewables and then also the
question of how far do youwant to go on renewables
before it becomes tremendously expensive. If you go
much above 20% on renewables it is quite clear that
costs go up dramatically so that is going to aVect
one’s view about how much further one can go on
renewables.

Q4 Adam Afriyie: As a relatively new Member, it
seems to me there is a lot of dithering going on. I
cannot see how it can take seven or eight years or
even since the White Paper two and a half years to
make a decision in principle on the general future of
nuclear energy in Britain. Why is the Government
dithering so much on this?
Lord Sainsbury of Turville: We have not dithered.
We have made a very clear decision in that Energy
White Paper onwhat that decisionwas.We said then
we would review it in due course and we are now
reviewing it. There is no dithering. We made a very
clear decision in 2003 that we would not change our
policy but we would keep that option open.

Q5 Adam Afriyie: Could you refresh our memories
as to what that decisionwas, that youwould proceed
with nuclear?
Lord Sainsbury of Turville:No, it was that we would
not be changing our policy, we would not be
pursuing nuclear but we would keep the nuclear
option open so that if we wanted to come back to it
we had the skills and research being done to make
that possible.
Adam Afriyie: It does not sound like a decision.

Q6DrTurner:Can I just take up the assumption you
have just stated that if renewables exceeded 20% of
the mix, the costs would start to escalate too much.
Lord Sainsbury of Turville: That is wind. I should
have said that would be if it was wind.

Q7 Dr Turner: Right, because you must agree it is
potentially a totally diVerent proposition if marine
renewables come to the fore?
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Lord Sainsbury of Turville: Yes.

Q8DrTurner:Right, so it is not set in stone then that
there is an upper limit to the contribution that
renewables can make?
Lord Sainsbury of Turville: No, it would be simply
where you have variability and if the variability
within wind means above 20%, it begins to get much
more expensive.

Q9 Dr Turner: So long as you have scarcity and
unpredictability. However, if you have marine
resources which have a much higher load factor and
which are totally predictable, then they can fulfil the
same role that nuclear has traditionally done in
providing reliable base loads (that is reliable if they
do not have an outage)?
Lord Sainsbury of Turville:Absolutely, but as at the
moment the main renewable source which is within
the realms of being economically feasible—and this
might change quite quickly—is wind.

Q10 Dr Turner: Is it not also fair to say that the
timescale in which marine renewables will, I hope,
come to pass at suYcient level and economic
viability is not very diVerent from even the most
optimistic timescale that it would take to deploy the
alleged ten nuclear reactors?
Lord Sainsbury of Turville: I think that is probably
right.We do not knowwhat is the timeframe on tidal
so they are both likely to be in that kind of
timeframe.

Q11 Anne Snelgrove: Just very briefly I wanted to
press you a little further on changes that have
happened in the past few years that have made
possible the recent statement, as you said, by the
Prime Minister to look into new build. I ought to
declare an interest here in that I worked for the
nuclear industry for three years. Surely one of the
issues at stake which the Government has got to
have a handle on is the structure of the nuclear
industry, in particular bringing in the Nuclear
Decommissioning Agency to drive down costs in the
industry. Has that made a diVerence, do you feel, to
the way that the industry could be prepared for
new build?
Lord Sainsbury of Turville:Well, that clearly is going
to give us better information on the cost of
decommissioning and that obviously has to be one
of the considerations in the nuclear new build, what
is the overall lifetime cost of that option, so to that
extent, yes, it gives us further information about the
cost side.

Q12 Mr Newmark: Is the Government prepared to
put more funding into nuclear fission R&D?
Lord Sainsbury of Turville: What we have been
doing is increasing that. It was run down very badly
and we have now started bringing that figure up in a
whole series of ways. We have got the research
councils’ Towards a Sustainable Energy Economy
initiative, that is £6 million has been made available
over four years to keep the nuclear option open, and
we are also putting money into UK participation in

international research on the advance reactor
systems, including Generation Four, through the
international forum JIF, so we are moving that up.
Of course there is debate as to whether we are yet at
the right level or whether we should be putting
more in.

Q13 Chairman: Lord Sainsbury, is not the reality of
what you have said this morning that you have told
us that absolutely nothing new has happened since
three years ago when the Energy Review took place,
that the reason the Prime Minister is looking at the
nuclear option is that renewables will not fill the gap
and that by the time our coal-fired power stations go
out of operation the Government has got to find a
new energy source and the only one on the table is
nuclear?
Lord Sainsbury of Turville: I think things have
changed. One of the issues of course is a key issue
here—and this has not changed but perhaps there is
more focus on it now—and that is as we go on down
the current course two things will become clear. One
is that by 2020 we will have run down our nuclear
power stations, which are currently producing 20%
of our electricity. My own judgment is it is diYcult
to see any way that renewables will have got to 20%
by 2020. It is not impossible but it is going to be very
unlikely. So over the first 20 years of this policy of
dealing with climate change we would have made no
indent into the problem. We would probably, if
anything, have gone backwards. So I think that is a
consideration. Then I think there is the
consideration, where again perhaps there is more
focus on, are we really certain about energy security
whenwe go to 60 or 70%of our requirements coming
in the form of gas into this country? I think those are
two strategic issues which have to be very important
in any consideration of the Energy Review. The
point of doing a review is one asks those questions
and tries to find what is the right strategy.

Q14Chairman: I suspect we will come back to this in
future sessions but we are interested in the issue of
scientific publications and the way in which the
Government is going to lead in that area.What is the
OYce of Science and Technology’s view of the
Research Council UK’s proposed policy on
scientific publications?
Lord Sainsbury of Turville: Well, as far as the
question of the “author pays” model or “subscriber
pays” model our view is that neither of these models
is clearly better than the other. We think there are
advantages and disadvantages of both models and
so our approach is that we should have a level
playing field as between those two publishing
models. As far as RCUK’s policy is concerned their
latest consultation closed on 31 August. I think the
policy they have put forward did require some
further development on it. The issue here is what
they said eVectively is we want you to publish it as
soon as you can, subject to reaching agreement with
the publishers as to when that would be. That seems
tome to put researchers in an impossible position, ie,
every individual researcher has got to start
negotiatingwith the publisher as towhat thatmeans.
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I urged them and the publishers to get together to see
if they can formulate a policy as to what that in
practice means. Those discussions are taking place
and I hope we will soon reach agreement on that.

Q15Dr Iddon: Lord Sainsbury, you must sometimes
feel a bit like King Canute on this issue in that the
Wellcome Trust is acquiring a repository now,
Liverpool University is certainly going in that
direction, and a lot of organisations now are
welcoming open access publishing, whatever model
is chosen. Do you not think the Government ought
to take a much stronger lead on this and have you
had any conversations internationally on this
particular issue because things are happening
abroad which might wash over you eventually?
Lord Sainsbury of Turville: First of all, I think King
Canute is a muchmaligned figure because he was the
person who said “if I sit here and I command the
waves to go back they will not”, so he was rather a
good guy. I do not feel at all like him. If you look at
this internationally and in this country, I think we
have seen a peak in the enthusiasm for open access
publishing and a fall-oV in people putting forward
proposals for it because some of the diYculties and
costs are now becoming clear. The question of
institutional repositories is a slightly diVerent one
because I think there is a role for institutional
repositories, but in rather specific circumstances,
which is there is a whole series of fields of research
where the people like publishing their papers and
what they are doing before they send them to the
journals, and this is a very good way of
communication between research communities. The
question here is what is the requirement or the desire
for people to publish them alongside publishing
them in the actual journals? I think that is for
individual universities to decide for themselves as to
whether that is a cost that they think is justified
subject to whatever agreement is reached with the
publishers on what is the proper thing to do.

Q16Dr Iddon:Have you had any conversations with
the learned societies? I accept what you have just
said that there seems to be a peak but if that peak is
reversed and open access publishing—and this is my
feeling—does take oV, it could wreck some of the
learned societies in that they gain a lot of their
income from publishing. So I repeat my question:
have you had any conversations with the learned
societies on this issue?
Lord Sainsbury of Turville: I have not recently but
what I said about RCUK having conversations and
discussions with the publishers also includes the
learned societies because I think the same issue is
here. The basic issue is it is very diYcult to have a
model whichmakes sense for the publisher if you say
we require people to publish on an alternative basis
alongside that. Either you have an alternative kind
of publishing or you say there is some agreement
whereby a publisher has some period at least when it
is not published in another form. I think that is
perfectly reasonable while you require the users of
publishers to produce the journals and all the
mechanics and infrastructure.

Q17Chairman:Couldwemove on to question three,
Lord Sainsbury, on avian influenza. What plans
OST has to increase expenditure on research and
development to combat the threat of avian influenza?
Lord Sainsbury of Turville: The OST is obviously
heavily involved in central government’s
contingency planning but that is led by and funded
by the Department of Health and Defra. Where we
have responsibility obviously is looking longer term
where we are, among other things looking at new
ways to deliver and develop safe, eVective vaccines
which can be delivered in short timescales. The
Institute of Animal Health and the Roslin Institute
are developing a joint research programme into
avian flu to build on the scientific expertise in their
respective institutes. TheMRC has recently issued a
highlight notice specifically encouraging high-
quality research proposals from the research
community on emerging infections with epidemic or
pandemic potential. MRC has also reviewed its
research needs and opportunities in areas of
emerging infections, and that has been facilitated by
Professor Andrew McMichael, who is Chairman of
the MRC Infection and Immunity Board and
Director of the MRC Human Immunology Unit in
Oxford. In fact, it was that review which led to the
highlight notice.

Q18 Anne Snelgrove: Experts have been aware of the
threat of avian flu for some time. There have been
some criticisms of the Government’s response in the
last few weeks to the expert scientists. Do you think
what the Government has done is too little too late?
Lord Sainsbury of Turville: Again, there are two
quite diVerent issues here. One is the contingency
planning, and I think questions on that should go to
the Department of Health and Defra. In terms of
long-term research I think there has been on-going
research in this area. We of course have in the MRC
aWorld InfluenzaCentre at theNational Institute of
MedicalResearch, one of the fourWHOcentres that
monitors changes in the influenza virus and indeed
advises the WHO on the composition of the
influenza vaccine. That of course is a world-class
research centre. In fact, they were the people who
recently did identify the 1918 flu epidemic being
based on avian flu that had mutated. There has been
on-going research on this. The question was what
more is being done in these current circumstances
and it looks to me as if MRC and BBSRC have
responded on the long-term things, as well as being
heavily involved in the contingency planning and
working with countries like China and so on.

Q19 Dr Turner: Clearly there are some diYculties in
producing vaccines to this virus. The first one
produced by sanofi-aventis is not very practical
because it requires such high doses and there is not
enough manufacturing capacity in the world to
produce enough vaccine for it to be that useful. Also,
to date the virus has not mutated so we do not know
the nature of the virus that the human vaccine is
needed for. This is a very diYcult challenge for
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immunologists. Have you any inside knowledge of
the progress that they are making under these
diYcult circumstances?
Lord Sainsbury of Turville: No, but these are
obviously the questions that have been looked at by
this research. It is looking at both how you can
produce new anti-virals (because as there are
problems you need to produce those) and also how
you can more quickly produce the vaccines in
response to a particular mutation taking place. This
is the work that is going on. I amnot familiar enough
with the details of the research to be able to say what
progress they have actually made on that.

Q20 Dr Turner: The other big point is that there is a
question mark over the world’s capacity to produce
vaccines in suYcient quantity and we are dependent
entirely on the drug companies at the moment to do
this work. Do you think there is a case for a
government-funded reserve or extra capacity in
vaccine production to meet future pandemic crises?
Lord Sainsbury of Turville: Again, I think this is
another question. That question is really about
contingency planning and work that must take place
between not only our government but governments
worldwide on the question of vaccine capacity. I
think that straightforwardly is a Department of
Health question which you need to direct to them
really.

Q21Chairman:Question four, Lord Sainsbury, is on
industrial research and development. What new
measures are being introduced to encourage industry
to invest in R&D and support knowledge transfer, in
addition to those in the Science and Innovation
Framework?
Lord Sainsbury of Turville: Yes, of course we have
had a very significant number of important
initiatives which are about increasing the amount of
R&D investment because we think that this is
absolutely fundamental to economic performance.
Indeed, we have had the R&D tax credits which are
worth about £600 million per annum to businesses,
and we have had the Higher Education Innovation
Fund which is running at £110 million for
knowledge transfer from universities into industry. I
should point out in the light of this morning’s letter
in the Financial Times that we have had a version of
the SBIR in America, we call it the SBRI. That has
been in place for a number of years and, in fact, we
have not had as good a performance as we want,
which is why the Chancellor made it a mandatory
system by the Treasury in the last Budget. On that
basis that is why we do not think it is necessary to
have a Private Member’s bill on this because we
already have it in place and it is mandatory.We have
of course business support programmes such as the
grant for R&D, the grant for investigating
innovative ideas. We have set up the Technology
Strategy with the Independent Technology Strategy
Board where we will be putting £370 million into the
technology programme andwe of course have the 19
highly successful Faraday Partnerships which we
have now migrated into the new Knowledge
TransferNetwork.Of course, I should point out that

while industrial research was in a continuing decline
as a proportion of GDP it has now bottomed out
and is beginning to grow, although rather modestly
against what I would like to see happening.

Q22Chairman:You speak withmore enthusiasm on
this than nuclear power. I do not want you to
answer that.
Lord Sainsbury of Turville: It turned round in 1998
which is when I became Science Minister.

Q23DrHarris:Minister, in that long answer you did
not make the point, although I think you hinted at it
at the end, that theGovernment is failing to reach its
target of the 2.5% share of GDP invest in R&D. In
fact, the latest figures show a growth rate in your
own annual report against the 10-year Science and
Innovation Framework of just 2%, which is below
the GDP trend growth. So is it now time for the
Government to recognise it is failing in order to try
something else?
Lord Sainsbury of Turville: We were aiming for the
2.5% target in 2014 so we do have some time to go
yet.

Q24 DrHarris: It is going backwards at the moment
because you say you are bottoming out at best, so is
it not important to try something that you are not
doing because what you are doing at the moment is
not having the eVect that we would all want it to
have.
Lord Sainsbury of Turville: The point is if you look
at the period over which we have introduced these
measures it has, in fact, gone up as a proportion of
GDP so it has been going up faster than GDP
growth and inflation. So the percentage of GDP has
gone up.

Q25 Dr Harris: It says UK business investment in
R&D rose by 2% in real terms for 2003, the most
recent year for which figures are available, but needs
to rise faster than trend GDP growth if the
Government’s long-term ambition is to be achieved.
Hear, hear!
Lord Sainsbury of Turville: That is one year. If you
look at the trend over the period since 1997–98 the
trend has been upwards. It has stopped going down,
it has bottomed out, and it is marginally going up
again.

Q26 Chairman: Question five is on strategic science
provision, Minister.
Are the current numbers of science, engineering and
technology students suYcient to maintain the UK’s
competitiveness?
Lord Sainsbury of Turville: In terms of the number
of students taking science engineering technology
degrees in fact the numbers of people taking science
at first degree level has increased by 34% over the
period since 1997–98. That compares with an overall
increase of 22%. So the proportion of science and
engineering graduates is marginally going up as a
percentage of the total. Of course, in total numbers
terms it is going up very significantly because the
number of graduates is going up.However, of course
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there are issues around certain key subjects in
engineering and physical sciences and we are
working with bodies like the Royal Academy of
Engineering, the ETB1 and the ABPI2 to get a closer
look at where the specific areas are and then we can
take action to focus on those particular areas.

Q27 Dr Iddon: And the growth is in subjects like
astronomy and forensic science where perhaps the
demand, particularly for forensic scientists, is not as
great as the demand for chemists or physicists
trained in the hard sciences.Whilst there has been an
increase this year, we appear to be relying more and
more on foreign students coming to Britain and
there is some controversy about whether the
strategic science provision will be maintained by the
number of foreign students. Some say the numbers
have declined from, for example, China and some
say we have plateaued in terms of the numbers of
foreign students coming to British universities. My
question is how can we increase the attractiveness of
the British universities compared with the
attractiveness of universities, for example, in
Germany for foreign students?
Lord Sainsbury of Turville: I think that is a diVerent
question. Can I just answer the first point which is
everyone keeps saying it is all about forensic
scientists: it is not totally about forensic scientists.
You have got the biological sciences doing very well,
you have got computer sciences doing very well.

Q28 Chairman: Not physics, chemistry and
engineering?
Lord Sainsbury of Turville: Even physics and
chemistry. The physical sciences have remained
rather constant at about 50,000. It dipped down to
47,000 and has then come back to 50,000 and
interestingly the mathematical sciences have gone
from 15,000 to 22,000, a very substantial increase.
These are the figures from the Higher Education
Statistics Agency. I think it is extremely important
we do understand these figures and there are
questions about rather minor classification changes
and also the question of foreign students. I have got
the statisticians in the DTI doing a study and we will
produce a paper in which we set out exactly what is
happening in this field, how much is due to foreign
students, whether there are any classification
changes. A first look shows that it is not due to
foreign students and classification changes do not
aVect this. We will have a look at that and produce
a paper and then look at whether what we are
producing really meets the needs of the economy, as
far as we can judge.

Q29 Chairman: I will have to stop you there, Brian, I
am sorry. The last question is on public engagement.
Is public engagement with scientific issues now fully
embedded in the policy making process?
Lord Sainsbury of Turville: The Science and
Innovation Investment Framework made a very
clear commitment to early and on-going dialogue on

1 Note by the witness: Engineering and Technology Board.
2 Note by the witness: Association of British Pharmaceutical
Industry.

issues arising from new and emerging science and
technology. As part of that we have instituted the
Sciencewise Programme which is funding projects in
particular areas where we do want to increase public
dialogue and we will have Sciencewise funding of
about £1.2 million over the two years 2004–05 and
2005–06. We also are doing two very interesting
exercises in public engagement. One of the requests
which we made was to the Royal Society and Royal
Academy of Engineering on nanotechnologies. I
asked them to produce a report on whether there
were ethical, health, safety and environmental issues
involved in nanotechnology and whether there were
any regulatory changes we shouldmake. I think that
was a very successful exercise and we are now
working across government to look at areas where
wemight need to domore research or change specific
regulations coming out of that report. Of course,
following on the Brain Science, Addiction and
Drugs Foresight exercise we have asked the
Academy ofMedical Sciences to do a similar project
in that area. I think overall we are pushing forward
the agenda on public engagement pretty strongly.

Q30 Mr Flello: Whilst welcoming the Sciencewise
and also the nanoscience nanotechnology/
opportunities and the certainties report, I would say
with public concern in the past year over things like
crops, mobile phone masts, overhead power lines
and similar issues, can you tell me please, Lord
Sainsbury, how the Government now monitors the
eVectiveness of policies for enhancing public
engagement?
Lord Sainsbury of Turville: Where we have
particular projects we look at the evaluation of
them. I think the most valuable index we have is the
MORI surveys we have had carried out into opinion
on science and what people think about it, which is
interesting because, by and large, they are very
positive about it. Their concerns tend to be focused
on these new areas of technology and whether the
science is moving too quickly and whether the
Government has control of it, which is why we have
now the Sciencewise programme. The latest figures
suggest that people are growing in confidence in
these areas but feel even more strongly that people
should be consulted. So I think we are making
progress on that from the low point which we had
with BSE.

Q31Mr Flello: Just turning that point perhaps on its
head, is it possible that excessive concerns for
broader social and ethical issues can actually stifle
scientific investigation and perhaps compromise
independence?
Lord Sainsbury of Turville: No because I think it is
very important the way that we structure these
consultations. They are not consultations about
whether a technology is a good technology or a bad
technology. They are consultations about whether
there are ethical, environmental, health and safety
issues which are raised by them. I think that is a
perfectly proper area where Government should be
involved. I feel very strongly that scientists should
take the lead in those public discussions so it does
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not turn into scientists versus the public. I think it is
important those kind of dialogues happen early up-
stream so that people can have confidence that those
issues will be considered.

Chairman: Lord Sainsbury, thank you very much
indeed for the time you have given us this morning.
We hope to see you again in three months if not
before.
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Q32Chairman:Can Iwelcome you, Lord Sainsbury,
to the Committee once again and may I make the
point of thanking you very much for extending your
time with us, it is much appreciated, and we do
appreciate what eVorts you put into supporting
science and technology. Could I also welcome
amongst our visitors today students from Cardinal
Newman School in Luton. You are particularly
welcome and we hope you will enjoy meeting the
Minister and listening to some of the questions
which he will answer in his elegant way over the next
40 minutes. Minister, what role is the OYce of
Science and Technology playing in the current
Energy Review?
Lord Sainsbury of Turville: OST is contributing to
the Review in a number of ways, focusing in
particular on energy research and innovation
aspects. For example, members of the Council for
Science and Technology, co-chaired by Sir David
King, last year published an important report on
energy and theywill bemeetingwithMalcolmWicks
tomorrow to discuss how the committee can assist.
In addition, the new public/private sector Energy
Research Partnership, again co-chaired by SirDavid
King, will, at its launch meeting later today,
consider, for the head of the review team, areas
where it can contribute. OST oYcials are also
assisting engagement with the science and
engineering communities.

Q33 Chairman: You mentioned Sir David King a
number of times then and clearly he is playing a
significant role. Howmuch weight do you put on his
advice in terms of this Energy Review and
particularly his comments about nuclear power? Is
he speaking for the Department?
Lord Sainsbury of Turville: Well, it is always
important to understand that chief scientific advisers
play, I think, a very independent role and I think that
is a very healthy position. They do not, in that
context, speak for the Government necessarily. I
think it is very important in terms of their public
credibility that they are seen to be independent, so I
think the answer to your question is that we put a
great deal of weight on his views because I think he
is a very distinguished and really excellent scientist,
but, on the other hand, he is not speaking for the
Government.

Q34 Chairman:When the Energy Minister says that
our treatment, for instance, of nuclear waste over the
last 20–30 years is a public disgrace and that only 8%

of the 2.3 million cubic metres of waste is actively
being dealt with, do you think it is credible for the
Chief ScientificAdviser then to be openly saying that
we need another X number of nuclear reactors in
order to meet our power needs before the Energy
Review has even taken place?
Lord Sainsbury of Turville: If that is his view, then I
think he is entitled to take that view. Equally, I think
the Energy Review will have to consider, as a very
key part of its report, whether the waste issue and the
safety issues are such that it would not be right to go
ahead with nuclear energy. Those are clearly two
issues that need to be solved, and the PrimeMinister
has made it very clear that those issues have to be
solved, before we could go ahead with nuclear
energy.

Q35 Chairman: But in terms of actually where OST
puts its resources or encourages the research
councils to put their resources, howmuch additional
eVort is being made to deal with that issue
particularly of dealing with waste?
Lord Sainsbury of Turville:Well, I think it should be
said that, if you look at the spread of energy
resources, they cover all these issues and we are
putting very substantial resources into both
renewable areas and into areas to do with nuclear
waste, safety and clear-up, so I do not think there is
any bias in those areas. If there is a problem, there
was a tremendous fall in energy research both by the
private sector and the public sector over the late
1980s/early 1990s and I think perhaps we may have
taken too long to correct that, but we are now
correcting it and putting more money into energy
research.

Q36Mr Newmark:We are still curious as to why the
Government is approaching the Health & Safety
Executive now and will the implementation of the
Energy Review’s recommendations be conditional
on the findings of the Health & Safety Executive?
Lord Sainsbury of Turville: I think it should be clear
what we are asking. What we are asking the Health
& Safety Executive to look at is the processes,
particularly the processes involved in pre-licensing,
so that we have an understanding of that as part of
the Energy Review. Of course there is no way that
any of this could go ahead unless the nuclear safety
issue was dealt with and we had confirmation that
not only nuclear safety in general, but particular
designs were safe in this process.
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Q37 Mr Newmark: I am rather curious because I
know that a number of environmental campaigners
in particular are concerned that this is just merely a
process and that it has already been decided that
nuclear is going ahead. Can you give us some
thoughts as to why their concerns should be
alleviated that the nuclear option eVectively is not
necessarily a fait accompli?
Lord Sainsbury of Turville:Well, as I said, the Prime
Minister has always made it absolutely clear that,
unless the safety and waste issues are dealt with, this
will not go ahead.

Q38 Mr Newmark: Given the rising levels of CO2

emissions from transport, is the Government
prepared to put more funding into R&D in such
areas as fuel cell technology and biofuels?
Lord Sainsbury of Turville: I think the point of the
Energy Review is just this: that it is a review and I
think, whether it is nuclear or what money one puts
into energy eYciency, one should not prejudge the
Review, but one should look at what comes out of
that Review and then, on the basis of that, go
forward. As I said, I think we still have a lot of work
to do to make certain that we are putting enough
money into energy research and putting it into the
right places. That is whyDavidKing is now chairing
this Energy Research Partnership because this is
both a private sector and a public sector issue.

Q39MrNewmark:But you have not really answered
my question directly which has to do with
transportation. Transportation is at the moment
viewed still as a major problem with pollution and,
specifically on that, do you yourself have any
particular views as to the need to be focusing on
alternatives such as, as I said, fuel cell technology
and biofuels?
Lord Sainsbury of Turville: Well, can I just go back
one step. I do think there is a tendency always to see
this issue in terms of electricity generation and
people tend to focus on that issue solely. Of course
if you are going to deal with the CO2 emissions, you
have got to deal also with the whole issue of
transport, so I think hopefully there will be more
focus on transport in the future as well as electricity
generation. If you are going to focus on transport,
then obviously issues like hydrogen become very
much more important.

Q40 Mr Newmark: One of the biggest challenges
that we seem to face is that, whilst there do seem to
be some strides at least into achieving certain goals
with auto transport, one of the big challenges
actually is to do with air transport and, regarding air
transport, there is a report, I think it is the Air
Transport White Paper, forecasting that by 2030
CO2 emissions from UK aviation could amount to a
quarter, 25%, of the UK’s total contribution to
global warming, so I am curious again, is there any
focus on that particular area because that seems to
be a major challenge today?
Lord Sainsbury of Turville: Well, I can only repeat
what I said which is that I think transport is a much
bigger part of this than sometimes it is given credit

for and, therefore, doing actions to do with this is
very important. I should say that there is now a lot
of research going on in the aerospace industry, quite
a large part of it supported by the Technology
Strategy which is about finding or developing the
environmentally friendly engine for planes in the
future.

Q41Chairman: Just before we leave this section, you
have talked about the Health & Safety Executive
review feeding into the Energy Review. The Energy
Review, according to MalcolmWicks, is going to be
completed by this summer, yet the HSE review in 18
months’ time is due to report, so how can that feed
into that Review to be eVective for this summer?
Lord Sainsbury of Turville: I need to look exactly at
the issue here. I think what has been looked at is
simply the processes of pre-licensing, what the
processes are which are involved in that. I may have
beenmistaken in saying that that would feed into the
Energy Review itself, but clearly it is sensible to get
on with looking at the question of what kind of
processes you might have in that.

Q42 Chairman: There is a major concern for us,
Lord Sainsbury, that the Energy Minister has made
clear that by this summer there will be a set of
proposals being put to the Government in terms of
our future energy policy. The Prime Minister and
yourself have clearly said that the issues of dealing
with waste in particular and safety are crucial, yet
the Health & Safety Executive are not going to
report for 18 months, so I do not understand those
timescales and how one can inform the other.
Lord Sainsbury of Turville: Well, I think the Prime
Minister has also, and we have always, made it
absolutely clear that, if the Energy Review took the
view that nuclear should be or ought to be looked at
as part of our energy mix, there would still be a
further process which would probably be a White
Paper on the question of nuclear and that would
obviously have to involve issues like safety.

Q43 Chairman: Moving on to question 2, are you
satisfied with the operation of current safeguards
against the publication of misleading research?
Lord Sainsbury of Turville: In 1998 the Director
General of Research Councils and the Research
Council Chief Executive issued clear guidance on
good practice which aims to ensure that misconduct
is not tolerated. This places the principal
responsibility for monitoring misconduct with the
institution in which the researchers are based.
Institutions must have procedures in place in line
with this guidance and must investigate and report
any cases of misconduct. An average of two or three
allegations of misconduct a year have been reported
to the research councils over the last 10 years. These
have been investigated according to the established
research council procedures and appropriate action
taken where justified. There appears to be no
upward trend, but RCUK have been reviewing the
measures in place. Commercial publishers are of
course responsible for the accuracy of the material
they publish.
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Q44Dr Iddon:Do you think there really is a need for
a mandatory ethical code for scientists to be
published?
Lord Sainsbury of Turville: I think it is something
worth looking at and the Council of Science and
Technology have issued a document which the OST
will be looking at. This is called Rigour, Respect and
Responsibility. I think that is important in general
terms, but I think the point I hope tomake inmy first
answer is that I think the place to look at first is
whether there appears to be a problem or not inwhat
is actually going on. As far as I can see, there is no
upward trend. There were a rather small number of
allegations, and what I mentioned were allegations,
not proven cases. To be quite honest, when one talks
about scientific misconduct, there are only two
issues: one is fabrication and falsification of data;
and the other is plagiarism. I do not think there has
to be a great deal of clarification of what is involved
in these. In most cases it must be very clear to the
perpetrators that they are falsifying or fabricating
data or indeed plagiarising. However, I think we
should look more closely at the particular
allegations which have been made and see if there is
any misunderstanding which needs to be clarified to
scientists.

Q45 Dr Iddon: In your answer, you put the onus on
institutions, but can I put it to you that most
scientists are members also of professional societies
and most professional societies already have a code
of conduct for their members. How do you see the
institutions’ role playing against the role of the
professional societies to whom scientists might
belong? In any case, we couldmake it mandatory for
an academic to belong to his or her professional
society.
Lord Sainsbury of Turville:Well, I think the position
taken by the Director General of the Research
Councils and the Research Council Chief Executive
is the easiest way to do it, which is to put the
responsibility on the institutions and, given that the
system seems to work very well, I do not think there
is any need to add anything to it. Indeed, the people
on the spot are more likely to pick up and
understand the issues involved.

Q46Dr Iddon:How canwe stop ghost-writing which
is a phenomenon largely used by the pharmaceutical
industry?
Lord Sainsbury of Turville: I think it is a rather
diYcult issue. I think this might be a case where
clarification of the ethics of this should be
established. I do not knowwhat the ethical situation
is or what code of conduct there is which covers this,
but that might be a case where further ethical
clarification was needed, and obviously that would
be a Department of Health responsibility, I think.

Q47 Dr Iddon: Do you think we are putting too
much pressure on our academics these days by way
of the research assessment exercise concentrating
more and more research in fewer and fewer

universities and, thereby, academics feel that they
have to produce at the cutting edge in order to stay in
the institutions in which they are working presently?
Lord Sainsbury of Turville:Obviously you can make
a lot of ethical issues go away if you say to people,
“You don’t have to perform to very high standards
in terms of scientific productivity”, but obviously
that has implications for scientific productivity. It is
like the issue as to whether you encourage scientists
to do work with industry, and obviously, if you do
that, there is a bit more pressure on ethical
standards. I think the way to do it is to require high
standards of quality and scientific productivity, but
make it very clear what the general issues of rigour
and responsibility are.

Q48 Dr Iddon: Regarding industry, I have two
questions. Firstly, do you think we should make it
mandatory for the name of sponsors to be published
in a paper, the people who have sponsored the work,
so that we know if there is any industrial aYliation
which has led to that work being published?
Secondly, should we not be worried about industrial
sponsors, particularly in the light of what has
happened with the drug, Actonel, in SheYeld where
obviously the amount of money coming into that
university has obviously put a lot of pressure on that
university and has led to a diYculty in SheYeld of
which I hope you are aware.
Lord Sainsbury of Turville: I am afraid I am not
aware of that particular case. Again I think the issues
to start with are whether we see any problems
existing and, if there was any sort of upward trend or
situation where there appeared to be more instances
of misconduct, then one needs to look at whether
one should take action to deal with this, but, as I say,
from the figures we have, there appears to be no
change in this position. Obviously if there appears to
be a new set of problems occurring, we ought to look
at it and see what should be done.

Q49 Dr Harris: You are aware of the Wakefield
study on MMR in The Lancet and the controversy
around that and we have got a series of questions
around that. Firstly, do you think there is a concern
that a rush to publish controversial information
leads potentially to the short-circuiting or the
shortcutting of peer review? Secondly, do you think
that The Lancet in that case, after the revelations
came to light and it completed its investigation in
five days and came to a judgment and only some time
later was the article partially withdrawn by part of
the authorship, do you consider that to be a
satisfactory way of dealing with it or should we have
a much more rigorous way of looking into these
sorts of cases when the stakes are so high?
Lord Sainsbury of Turville: I feel very strongly,
because of a number of incidents, that actually
insisting that people do not publish things until they
have been properly peer reviewed is extremely
important and it is a message we need to make very
clearly again. There will always be people who say,
“Well, the information is so important that we must
get it into the public arena”, but I think this is a very
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dangerous attitude because, if it then turns out that
the research is wrong or has been misinterpreted,
that is a very serious situation.

Q50 Dr Harris: Because the more controversial the
research is, arguably the greater the scrutiny that
needs to apply, not the less.
Lord Sainsbury of Turville: That would be entirely
the view I would take.

Q51 Dr Harris: Do you think that the current
approach through the Committee on Publication
Ethics is working because you said there is some
responsibility on the journals as well as the
institutions, so do you think that system is working
adequately or do you think there is a need for the
system to look at that, and I am not advocating
government action here, just your view?
Lord Sainsbury of Turville:Well, on the issue of peer
review, I do not think there is again any lack of
clarity that people should have things peer reviewed
before they start making statements about them, so
I think it is not a question of misunderstanding, but
it is a question of people not abiding by the rules. I
think it is a good question to look at, whether there
are enough clear statements which everyone
subscribes to that in these circumstances there
should be perhaps more pressure that people do not
make these statements before they are peer reviewed.

Q52 Dr Harris: Let me finish with the specific
suggestion to get your initial view on it. In clinical
research, which is some of the most important
research using patients, in order to get approval for
the study, you have to submit a protocol to an ethics
committee, a detailed protocol saying what you are
going to do. It seems that, when you then submit the
manuscript for publication, you do not have to, and
it is not expected that you, submit the protocol so
that they can check that you have actually
conducted the research in the published version in
line with what you said you would do when you got
ethical approval. Certainly in my view and in the
view of many others, that is what happened with the
Wakefield case. Do you think there is an argument
that journals should demand the ethical protocol so
that they can check that everything that is said in the
publication is pretty much in line with what they got
ethical approval for?
Lord Sainsbury of Turville: Well, I think that raises
a number of quite complicated issues. The issue we
were talking about before is people communicating
things before they have been peer reviewed, so that
is one issue. The issue I think you are talking about
is a diVerent one which is that you have ethical
approval for a particular protocol and getting a
journal then to check that what research had been
done was in line with that protocol—

Q53 Dr Harris: As part of peer review.
Lord Sainsbury of Turville:—again it might be a
useful and important thing to do, but again I do not
know of any examples and I do not know whether
that is a real problem or issue. If it was, then
obviously we should look at it and take action.

Q54 Chairman: What consultations did you have
with NERC, the National Environment Research
Council, prior to the recent announcement of the
closures at the Centre for Ecology and Hydrology?
Lord Sainsbury of Turville: During the allocation
process following the Spending Review of 2004,
NERC indicated to my oYcials that providing the
Centre for Ecology and Hydrology with a
sustainable future was a high priority. NERC then
examined options to achieve this in line with their
responsibilities. This included the Strategic Review
over last summer with stakeholders. OST was
consulted about the proposals NERC then
developed to put CEH on a sustainable basis. An
allocation out of the science budget was then agreed
in order to help achieve CEH’s sustainability.
NERC is currently consulting on its proposals with
the public and the staV. CEH has seen a fall in
contract research in recent years. I think it is to the
credit of NERC that they are grasping the
implications of this now, looking at their science
priorities and developing a science programme for
CEH which is of high quality and sustainable.

Q55 Adam Afriyie: Are you personally content with
the proposed closures and the handling of them by
NERC?
Lord Sainsbury of Turville: I think there are two
diVerent issues here. As far as the decision about
consulting on the closures is concerned, I think that
is totally the decision of NERC. We have, I think, a
very strong tradition in this country which says that
those kinds of scientific decisions should be made by
the scientists and not by ministers. I think the
responsibility I have and OST have is just to make
certain that the way it is done and the way the
planning of it is done is done in a responsible
manner, and I am content that they are doing this in
a very clear and responsible manner; they produced
a very clear corporate plan and they are consulting
on it.

Q56 AdamAfriyie:During your consultations, what
form of consultation was there and is there any
circumstance in which you have steered the direction
of the closures or nudged them in any way or
recommended?
Lord Sainsbury of Turville: No, we were concerned
essentially with the process, that they had produced
a proper plan, that they had consulted on this, that
they seemed to be taking account of all the issues you
should take account of and that they were doing it in
a responsible manner.

Q57 Adam Afriyie: So they initiated the idea to
close it?
Lord Sainsbury of Turville:This was their plan. They
realised they had a problem in this area and they,
therefore, developed a plan to deal with it. The only
comment I would make is that I think it is to their
credit that they are tackling this problem and trying
to put it on a sustainable basis and not letting it
continue in its present form.
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Q58 Adam Afriyie: I just want to be absolutely clear
that it was NERC that initiated the idea of the
closures.
Lord Sainsbury of Turville: Absolutely. This was
initiated by them because they realised that they had
a problem here.

Q59 AdamAfriyie: If there are no questions over the
quality of the science coming from the Centre for
Ecology and Hydrology, why was it cut back, do
you think?
Lord Sainsbury of Turville: I think there are a
number of issues here, and let me say something
about the funding there. First of all, NERC is, like
all the research councils, having a very substantial
increase in its budget allocation. It has almost
doubled since 1997 to £334 million a year, so it has
gone up very substantially. Within that, of course
there are changes in terms of what NERC consider
the priorities to be where issues like climate change
have become more important, although in this
particular case, as far as I can see, NERC do not
think there will be any reduction in their research
portfolio in the fields of ecological and hydrological
research. What is happening here, in common I
think with a number of the special research
institutions of research councils, is that they are
coming under pressure becausemore andmore there
is an inclination to do basic research or blue-sky
research in this sort of field as in other fields of
science within universities because, by doing it
within a university, you can access all the diVerent
disciplines, so there is a tendency to shift from
institutes—

Q60 Adam Afriyie: A bit more competition, you
are saying?
Lord Sainsbury of Turville: No, not more
competition. It is that there is a well-considered view
internationally that separate research institutes have
the disadvantage that they become obviously
specialised science institutions and in today’s multi-
disciplinary world, basic research increasingly
should be done in a multi-disciplinary environment
like universities. That is one issue.

Q61 Dr Harris: I have Oxford, one of the sites
earmarked for closure, in my constituency, I should
say, but that is embedded within the university, the
building, so it is hard to see that argument. You say
that there is going to be no impact, or NERC tell
you, on their research, but there are redundancies
here, so the volume must go down and biodiversity
in particular is well recognised to be markedly
aVected. Do you think in this area, with climate
change and other issues impacting on diversity, that
we can aVord to lose that volume and make these
redundancies, even the planned redundancies from
600 to 400? How NERC can think that people,
particularly women scientists, are going to relocate
hundreds of miles away, in the case of the Scottish
centre, is, I think, a bit hard to believe, so on those
two issues, the volume and the biodiversity so the
loss of capacity, is that not something that questions
should be asked about by you?

Lord Sainsbury of Turville: No, I think the point I
was trying to make is that there is not a fall of
research in this area, but it is being done in other
places, in this case in the universities. The other issue
that Iwas just going to draw attention to is that these
institutes have had quite a high proportion of
contract commercial research done in them. What
NERC has to do is take a judgment on the trends in
this and whether this is sustainable over the long
term and indeed whether it is high quality—

Q62 Dr Harris: I understand because you have said
that already, but in the reply we got from NERC,
when we asked them, “What impact would the
closures be expected to have on the expertise
available in CEH?”, they said, “Because some
science would be discontinued, the breadth of
expertise would decrease”, so even they are
admitting something that you are not admitting. If
you reduce from 600 to 400, regardless of what is
already happening in universities, that is a reduction
in capacity. That is just maths.
Lord Sainsbury of Turville: No, I think what the
letter says, from what you say, is that there will be a
drop of expertise within CEH. That is not the same
as what I was saying, which is looking at what is the
total amount of research and expertise across the
whole of NERC’s portfolio, a very large proportion
of which goes through universities.

Q63 Chairman:Do you think the reduction in terms
of the institutes is a trend, Lord Sainsbury? Are we
likely to see that across other research councils
where the work of the institutes becomes less
important as work goes into the universities and
should we be concerned about that?
Lord Sainsbury of Turville: We do not have a policy
on this, so this is not a situation where we are, as a
matter of policy, pushing this, but I think, if you just
observe what is going on and the decisions being
made in particular situations, there is a rather clear
trend here. For example, the NMIR, the whole
question of the relocation where we consulted very
much on an international basis, an enormously
strong steer was given that the rebuilding should not
take place on its current site in Mill Hill, but it
should be linked in to amajor university, and I think
that was probably very good advice.

Q64 Chairman: But you have a review going on at
the moment of all the institutes, so you must have
some concerns about their future viability?
Lord Sainsbury of Turville: Well, I think all I am
saying is that I think you will see more cases where
people will take the view that, for that area of
science, it should be placed within a multi-
disciplinary environment if you want to get really
world-class science. I think that as a whole is
probably the right judgment in many cases, but
again I think this is a judgment that the scientists
ought to be making within their particular fields and
particular areas of research.
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Q65 Chairman: Our last line of questioning is on
research and development and knowledge transfer.
What conclusions do you draw from the DTI’s
Autumn Performance Report for 2005 on the
success measures to encourage investment by
industry in research and development?
Lord Sainsbury of Turville: Well, I think the latest
figures for business R&D were frankly a
disappointment. Although the real value of business
R&D is still 20% higher than in 1997, it has not
grown as fast as the economy. The fall in business
R&D in 2004 was due to a 6% reduction in overseas-
funded R&D, whereas R&D from UK-owned
business increased. The pattern, although the central
level is mixed, aerospace R&D increased
significantly, whereas R&D fell substantially in the
automotive and computer sectors. The volatility of
figures means we should not read too much into
single year figures but we need to continue our
eVorts to create the conditions for investment in
R&D and business success. This includes using UK
trade and investment tomarket the UKas a location
for high value activities including R&D.
Chairman: Thank you very much.

Q66 Margaret Moran: Good morning, Lord
Sainsbury. That is rather in contradiction of what
you told this Committee at the last meeting, in so far
as you were saying that you felt at that stage that
investment in R&D as a proportion of GDP had
bottomed out and was beginning to grow. What do
you think are the main factors as to why that has
changed? Do you think the measures we have in
place at the moment, which you described to the last
Committee, are suYcient to reach the target for
industry investment in R&D that the Government
have set?
Lord Sainsbury of Turville: As I said, I think it is a
disappointment. We have had two to three years
where it has been going up; it appeared to have
bottomed out and to be going up; and we have had
a situation where it has fallen back. Clearly there is
a changed situation and that is a disappointment. I
think it is important to realise where it has come. It
has come in the foreign investment in R&D, and it
mainly appears to be in the area of pharmaceuticals.
I thinkwe need to domore work to see whether there
are any special conditions applying in this area.
There is a general sense that pharmaceutical
companies the world over have been diversifying
their research portfolios around the world.
Practically no pharmaceutical company does all its
research in its home country. I think we need to do
more work on this field.

Q67 Margaret Moran: Do you think generally a
change in approach is needed by the Government
now we are seeing this decline, or do you think this
is part of a cycle? What discussions are going on to
tackle this with the DTI and the Treasury?
Lord Sainsbury of Turville: I think one needs to say
that number of the measures we have taken to
encourage R&D have probably not yet fully come
through. We have had the R&D tax credits and of
course we are doing a lot of work with the

technology strategy which I think will encourage
more R&D. It is probably true that these have not
yet had the time to have a full impact, but, I agree
with you, we need to do more work in this area,
particularly into why there has been a fall in
pharmaceuticals’ research, and to see whether we
need to adjust any of those policies.

Q68 Mr Newmark: The one thing that particularly
concerns me is the fact that these figures would be
much worse and that the distorting figure is the
R&D spend on, I think, defence. Defence R&D, I
understand, has gone up 13% in real terms. If one
stripped out the extraordinary increase, perhaps, in
defenceR&D, the situation inUKplc in terms of our
industrial base would be even worse.
Lord Sainsbury of Turville: I would be very
interested to see where you get your figure for R&D
for defence. DefenceR&Das awhole has been going
down. It is slightly complicated by the QinetiQ
situation but I am rather surprised that it has been—

Q69 Mr Newmark: The source is the DTI 2005
Autumn Performance Report, page 9.
Lord Sainsbury of Turville: I will have a look at that.
As a whole, the situation on R&D truly in defence
has been going down. But I will certainly have a look
at that.

Q70 Mr Flello: Good morning, Lord Sainsbury.
With the rapid development taking place in China,
how can the UK remain competitive in R&D
against that?
Lord Sainsbury of Turville: I personally have been
more strongly pointing out than anyone else the
challenge that China and India pose to this
country—and I have been doing so for many years.
I think you need, however, to be rather careful about
thinking that the huge growth in wealth in China,
which of course is from a very low base, is fuelled by
Chinese technology, because it is not at all. It is
fuelled by, first of all, wage costs, which are 5% of
ours, and, secondly, by huge amounts of foreign
direct investment which is, by and large, producing
the technology in China which enables them to
produce goods. So a lot of the, say, Japanese
electronic companies are now producing in China,
but that is not with Chinese technology, it is with
Japanese technology. It is an extremely interesting
question as to what exactly, in world competitive
terms, Chinese technology and science is at. For all
that, I conclude that we can stay ahead of China in
terms of research in technology, butwe have tomove
pretty fast because they will start now going up the
value-added chain. They have very good scientists;
they have, of course, a lot of scientists now returning
from America to China, which I think will enable
them to go up this curve very fast; and of course they
are ruthlessly selective as far as their universities are
concerned. They say, “We want to have 10 world
class universities,” and if you start from a
population of 1.25 billion students, selecting the best
people to go to Tsinghua University, you will have
some very good students. I think Chinese science,
long term, will be extremely good, a competitive
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threat. As, at the moment, we are obviously way
ahead of them, we need to keep moving very fast in
terms of science and innovation to stay ahead.

Q71 Mr Flello: You say you have been saying for
sometime about your concerns in the area. Do you
think you are being listened to and that action is
being taken on your words?
Lord Sainsbury of Turville: I think now you can see
that in the Chancellor’s speeches, the Prime
Minster’s speeches, there are constant references to
the threat of China, and indeed India in certain
areas, and this is something we have to take
enormously seriously. If you go back to the Prime
Minister speech onScienceMatters, youwill see that
even at that stage—and that is three or four years
ago—he was referring to the developments in India
and what was happening in Bangalore.

Q72Mr Flello:Do you think industry is taking heed
of your words?
Lord Sainsbury of Turville: I think so, yes. I think it
is a general perception. I do not think it is an original
perception to me, but, yes, I think they understand
very clearly that if we are going to stay ahead we
have to move into high-tech added-value areas
where we can compete against, as I say, a country
where wages are 5% of ours. We cannot compete in
labour-intensive areas with that wage diVerential.

Q73 Margaret Moran: How eVective do you think
Research Councils are in promoting an increase in
industrial R&D? To what extent is funding based on
delivery of results? Secondly, on a separate subject,
that of intellectual property rights, do you think that
UK plc is maximising the value from intellectual
property rights that it should be getting?
Lord Sainsbury of Turville: I think it is very
important to be clear what we require of Research
Councils. We require Research Councils to fund
world class basic research. I should say that that is
seen by most people in the science policy field as

being an essential part of having a very vibrant high-
tech economy. You do of course also need to do
significant amounts of applied research, but that I
think we rightly put under the technology strategy in
the DTI. The diVerence between basic research and
applied research in this context is that you do them
in completely diVerent ways in terms of both
managing them and evaluating them. The Research
Councils’ remit is to do basic research. Each
Research Council now, however, has knowledge
transfer objectives, and of course schemes of
knowledge transfer incentives, like HEIF3, have
absolutely revolutionised the culture within
universities, so we are now seeing a total change in
the performance of universities in terms of
knowledge transfer. Whether you look at spin-oV

companies, licensing, patents, you will see there has
been an extraordinary change over the last five to 10
years in the performance of the universities. I think
we are beginning to see a real change in the situation.
Just to give you one fact to show that: in the last two
years, we have had 20 university spin-oVs floated on
the Stock Exchange. The total value of those spin-
oVs is £1 billion. It simply is not credible now to say
we are not getting a lot of knowledge transfer from
our universities. As far as intellectual property rights
are concerned, we have made some quite significant
changes in themission of the Patent OYce. It used to
be that the Patent OYce was simply there to
administer the system of intellectual property rights.
We have said that mission should be extended to
cover the field of innovation, so they now have both
an enforcement and an educational role—which I
think they are rather successfully doing—andwewill
be asking the newGowers’ Report to look at not the
eYciency of the Patent OYce, which is very high, but
at whether they are providing the best possible
service to industry, and that is one of the other issues
we will look at.
Chairman: Lord Sainsbury, as ever, the time has
gone by very, very quickly. Perhaps we ought to
extend it even further next time. Thank you very
much indeed for joining the Committee this
morning.
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Q74 Chairman: Could I welcome the Secretary of
State and a high powered team: Sir David King, the
government chief scientific adviser, Sir Brian
Bender, the permanent secretary for the DTI,
Professor Sir Keith O’Nions, the director general of
science and innovation. Thank you all verymuch for
coming and a very warmwelcome to members of the
public and the press who are also attending this
afternoon. We were a little concerned having
received notice fromSir Brian Bender that these very
significant changes were taking place with the OYce
of Science and Technology which is going to be
renamed theOYce of Science and Innovation.When
the budget came up, this was a budget for science. I
mentioned that in my remarks during the budget
debate. I think you would accept that that was very
much the case. This seemed to indicate a very
significant set of changes on the back of what was
going to be a change in terms of theDepartment and
the OYce of Science and Technology. We felt it was
important as a Committee that we got to grips with
what exactly was happening and also gave you and
your team an opportunity to explain what these
changes are about and what will be the real eVect
once they are embedded into the system. That is the
background to this session. We are very grateful to
you and your colleagues for coming today. It is the
most high-powered team we have ever had before us
in the history of the select committee. I do not know
whether that is quite true but it sounded good. Is the
creation of the OYce of Science and Innovation a
superficial change or is it one of the most significant
changes, for instance, during your time as Secretary
of State? How significant is it?
Alan Johnson: Thank you for those opening
remarks. We are delighted to be here. It is certainly
not superficial. Is it as substantial as some people
may be indicating—ie, does it give them fears about
some change that would for instance, aVect the
independence of the research councils? It is certainly
not that either. We think it is a very important
change. Myself and the permanent secretary asked
for a piece of work to be done on the organisational
andworkingmethods of theDTI, given our absolute
central aim to make science an integral part of the
DTI, which it is. It is more than half of our budget
now, but there is still a concern that science is seen
as somehow separate from the DTI, not integrated
within the DTI. We had some terrific success with
the work David Hughes did. We felt it was time to

take that on to a new level. Using the outcome of the
piece of research that we commissioned and the
report we commissioned, we decided to implement
this change. What this change means is the
Department now has a complete marry up between
the push of science and the pull of innovation. The
old system had a DG for science and a separate DG
for innovation. Bringing that under one DG we
think is the rightmanagement change. Introducing a
director with business experience of innovation and
putting this under the umbrella of the OYce of
Science and Innovation rather than science and
technology, which goes back to 1964 and the
introduction of the Department under Frank
Cousins, we think reflected what that Department
does much better now. Substantially, yes; no
interference with the ring fenced budgets both in
terms of innovation and science; no interference
with the independence of the Research Councils and
certainly no interference with the sacred Haldane
principle. We want to put your minds at ease. It is
certainly a much better structure for the DTI.

Q75 Chairman: Four years ago when Mr Hughes
was appointed, exactly those words were used about
that appointment. Here was going to be someone
heading up the most senior position within the DTI,
innovation, someone who was going to be recruited
directly from industry to lead what was seen as a
bold new world in terms of innovation. Has that
been a failure?
Alan Johnson: No, it has not. There is no criticism
implied or otherwise of David Hughes’s work. We
have done that. We have that work in and we have
set up the various arms of this, including the
Technology Strategy Board. The feeling of many of
the people we consulted during this review was that
we needed to ensure that innovation and science
were in the same place. Having two DGs, one
dealing with the innovation side and one dealing
with science, was not the best way to take this project
forward. In a sense, we have built on the success with
the introduction four years ago of the work of David
Hughes and now we move to the next level. It has
been well received. I think it is going to operate and
is already operating, as of 3 April, very successfully.
It is certainly not any criticism of the previous
regime.
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Q76 Chairman: Sir Brian, there was a rumour—I am
sure it is a malicious and wicked rumour—that the
Civil Service could not copewith somebodywhohad
come from industry, who wanted to do things
diVerently and therefore, in true “Yes, Minister”
style, the Secretary of State had to be persuaded of
the change.
Sir Brian Bender: It is a malicious rumour. It was not
put to me or I could have rebutted it straight away.
If you look at the top team in the DTI, there are
some with a Civil Service background; there are
some at this table with academic backgrounds and
the process of peer review in academia is brutally
challenging. David and Keith bring some of that
challenge to the discussions with the DTI. There are
some, including our chief economist, who have a
private sector background. I would want to have
that diversity and sense of challenge and diVerent
backgrounds in the top team in the Department.

Q77 Adam Afriyie: The government memorandum
notes the achievements of the innovation group so
what were its shortcomings?
Alan Johnson: I do not think there were
shortcomings of the innovation group. This is
confidential so I will not name the company. One
company said they had two diVerent aspects of the
same project. For one aspect they had to go to the
DG science and for the other aspect they had to go
to theDG innovation. That led to problems in terms
of our stakeholders. It is simply moving to the next
level. It has helped us to embed science into the DTI
because previously innovation was with a diVerent
business relations group. Bringing that together
under one DG, that DG now being the DTI’s chief
adviser in science, we think is a sensible, structural
move.

Q78 Adam Afriyie: Perhaps you could remind us
how long the innovation group was in existence.
Does not making such a radical change now indicate
that there must have been some sort of failure
somewhere?
Alan Johnson: No. It was in existence for three or
four years.

Q79 Adam Afriyie: That is a very short life span.
Alan Johnson:Yes, but if you adopted that principle
you would never change anything. This is a constant
process. The stuVwe have said in theBudget in terms
of the next steps on the 10 year science and
innovation framework shows that every time you get
to a step you see more steps that need to be taken.
Whilst I understand the line of questioning, I can say
absolutely for myself and for Brian that this was in
noway saying that innovation has failed either in the
personalities involved or the system involved. It is
just felt that we can move to another stage now and
that is a process of evolution.

Q80 Adam Afriyie: In eVect, what has happened is
that the innovations group has been taken over by or
assimilated into theOSI? Is that technically what has
happened?

Alan Johnson: Not taken over, no.

Q81 Adam Afriyie: Absorbed?
Alan Johnson: Incorporated into.
Sir Brian Bender: As the Secretary of State was
saying in his earlier answer, one of the points is to
bring together the push from the science end and the
pull from the business end into the OYce of Science
and Innovation rather than having separate parts.
One of the tests looking forward would be to ensure
that the good workDavid Hughes did in building up
relations with our Business Group is not lost by this
change because the relationship between the
Business Group and the Department and the OYce
of Science and Innovation will continue to be very
important for getting the science push and the
innovation pull in one place. That seems to us to be
the next step, building on the success of the last three
or four years.

Q82 Adam Afriyie: I did not hear any statement in
the House of Commons; I did not see a written
statement; the website did not say anything about it.
Why all the secrecy?
Alan Johnson: I do not think there was secrecy about
this. It was a departmental issue.We announced it as
soon as we had made the decision. I do not know
whether we put it on our website. We should have
done.
Sir Brian Bender: The purpose of writing to the
Chairman of this Committee and the Chairman of
the Trade and Industry Committee and the Lords
Science and Technology Committee was to put into
it the parliamentary domain as soon as the decision
had been taken. We did not feel it was significant
enough to merit a parliamentary statement, written
or otherwise, but certainly no disrespect was
intended and absolutely no secrecy. Similar material
was sent to a number of external stakeholders in the
academic sector and in the business sector.

Q83 Chairman: I do not think it was a question of a
slight. We were very grateful for the letter you sent
us. This seems to be such a significant change in
terms of the direction, admittedly moving forward.
I firmly accept the point that you are making. Not to
havemademore of it does not seem to be in line with
the way the government operates.
Alan Johnson: We have been hiding our light under
a bushel. It was significant but not significant
enough for a parliamentary statement, I would
suggest.Wemade sure that those people who needed
to know and all the stakeholders knew very quickly.
That was done. I have not checked but maybe the
press and the media just did not pick it up as a story
but it was there. I thought it was quite a significant
story but we cannot insist that they report it.

Q84 Adam Afriyie: You have mentioned that there
will not be any rebudgeting which I am sure is
reassuring in some quarters. What will the changes
mean in practice for the personnel within the OSI or
the former two groups? What changes in personnel
will there be or is it simply that the existing groups
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will work in exactly the same way, just under a
diVerent umbrella? Once you have made these
changes, do you anticipate further changes that we
are not aware of at the moment?
Alan Johnson: The principal change is the key
alliance of the DG for science and innovation so we
have oneDGnow responsible across the whole piece
and the recruitment of a Director of Innovation
which we are currently advertising for.
Sir Brian Bender: I hope it goes without saying that
David King remains head of the OYce of Science
and Innovation and the government Chief Scientific
Adviser. That is not altered by this. Within what we
are talking about, there are a bit over 140 posts for
people who were in the OYce of Science and
Technology and around 250 who were in the
Innovation Group who are now part of the OYce of
Science and Innovation. We are recruiting for a
Director of Innovation who would report to Keith
O’Nions, who would be very much focused on the
business pull side of things. It is probably a bit early
to say, although Keith may want to add something,
whether the working methods simply by bringing
people together can squeeze out any ineYciencies or
any particular focus. That is something that needs to
be thought about as we look forward. The other
element which is relevant to this was the statement
as part of the Chancellor’s Budget speech about the
possibility or prospect of the Technology Strategy
Board, which is at the moment staVed from the
Department, becoming more an arm’s length body.
As we work through what that may mean, that
would have implications for the staYng.

Q85 Adam Afriyie: Sir Keith, you now take over as
director general. Are there any further changes in
personnel or any other reorganisations in the back of
your mind? Are you very happy with the way it is at
the moment or are there changes on the horizon?
Professor Sir Keith O’Nions: The present situation
oVers a great opportunity in having the budgets for
innovation and science alongside. I expect that this
will produce a synergy between them. The Research
Councils are much involved in knowledge transfer
and progressively in innovation. It will make for a
stronger, more complete argument in the
Comprehensive Spending Review and it is an
important part of it. In terms of the organisation in
the area for which I am now responsible, it does not
change the fundamental relationship between David
King andmyself. Fundamentally, that is the same as
it was in the OST. It is a very strong relationship.
Within the combined group of what was the science
base innovation groups, we are in the process of
appointing a Director for Innovation. We are
looking for somebody that complements with
overall skills in innovation, a strong person from
business. There are some vacancies within the
Innovation Group which have come along in a
natural way, and which we will be filling, but that is
it for the foreseeable future.My job is to put together
the strongest possible team, particularly in a year

when we are making the best case we can for future
support of these areas as part of the Comprehensive
Spending Review.

Q86 Adam Afriyie: Are you sure we will not see you
again, in the next six months or a year, saying that
there are further changes?
Professor Sir Keith O’Nions: Not all of these
decisions are in my gift. If there are other changes, I
am not anticipating them. Work is under way to
understand what the options are for putting the
Technology Strategy Board at arm’s length and as
yet we do not know fully what the implications of
that might be.

Q87 Chairman: I am a little unclear as to who
initiated the review in the first place. Why was that
review undertaken? Were you unhappy with
something?Whatwere its main findings andwhy has
it not been published?
Alan Johnson: The Permanent Secretary and I
instigated the review. I was new; Brian was even
newer. We were struck by the fact that whilst over
half of our budget was science it was still the case
that the DTI were not perceived as being responsible
for science. Science is an element of everything we do
but was not seen as such. We were looking around
for how we could tackle that. That is not just about
this organisational change. There is a lot more we
have to do to deal with that misconception.
Certainly there had been a piece of work done before
that we decided to revisit. We commissioned the
Gaskell Review as a result of that. In terms of why
you cannot see it, I think you should see it if you
want to.
Sir Brian Bender: It was, like any such report,
produced for internal purposes. I would be a bit
concerned if it was intended for publication because
it was not written for publication but equally, if the
Committee wish to see it, then the Committee can
see it.

Q88 Chairman: Could we have sight of it on a
confidential basis?
Sir Brian Bender: Absolutely.

Q89 Dr Turner: You say that the OSI will bring
together science push and innovation pull more
eVectively. Can you expand on that a little bit? Why
do you feel it is really necessary and how do you
think that this reorganisation is going to make that
work better?
Professor Sir Keith O’Nions: The notion that
investment made in science or the research base is
pushing new knowledge and transferring knowledge
into business against business defining its own
requirements—i.e., user defined requirements—is to
the first order quite a good way of describing it.
Because those things need to be married well across
business sectors, whether they are traditional sectors
in chemistry or pharmaceuticals or whether they are
newer sectors in creative industries, for example.
There is an argument on that push/pull basis for
putting these together. People who have analysed
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this in a lot more detail, as to how the intricacies of
that push/pull relationship work, come to the
conclusion that it is rather more intertwined than
simple push/pull and this is often called “open
innovation”. Because it is more intertwined in
relationship, I think the argument is probably even
stronger that these things to be in one place because
both are trying to get knowledge out there, to meet
user defined requirements and that relationship is
going to be much easier to deal with if it is in one
place. I think the argument is quite a strong one.

Q90 Dr Turner:What obstacles do you see?
Professor Sir Keith O’Nions: The clear obstacle
would be if budgets were threatened. The Secretary
of State has given his undertaking that the budgets
around the science and technology strategy are
secure so that removes that threat. The other threat
is simply our inability to do it properly and that ismy
job so it depends on the level of confidence that you
have in my response to the last two questions.

Q91 Dr Turner: There is no answer to that, is there?
Professor Sir Keith O’Nions: Not a polite one.

Q92 Dr Turner: David, on 15 February when you
were before us, you said there was still a lot of work
to be done on innovation and the wealth creation
agenda. Was the creation of the OSI part of this
work? What else do you think needs to be done?
Professor Sir David King: The whole science
innovation and wealth creation agenda is
enormously important. There is still a big patch of
work to be done in sorting out how we move from
the current opportunities that have been largely
thrown out by the fundamental research, the
university research, in the form of small, high tech
companies and pulling those opportunities into the
large scale industries where big wealth creation is
possible. There is still an enormous amount of work
to be done. In other words, I still stand by the point
that I made. I feel that we now have a situation
which is diVerent from what we have had before in
the sense that this agenda of science, innovation and
wealth creation is not only fully owned by the DTI
in the form of the Secretary of State but is also now
very much at the centre of the DTI’s activity. I think
that was a prerequisite for moving this whole
agenda forward.

Q93 Dr Turner: Given that the OSI is very much
more embedded in theDTI than the OST apparently
was, seemingly to the outside world, how do you
think it is going to aVect the over-arching
responsibilities that you for instance have, David, to
review and bring together science across
government?
Professor Sir David King: Your question is a good
one. As head of the OYce of Science and Innovation
I report to the Secretary of State but also to the
Prime Minister so I have that dual responsibility.
Within the oYce we still have the transdepartmental
science and technology team and within that team
we seek science and innovation strategies from each

government department. This is by way of
reminding you that while £3 billion is the budget for
the OYce of Science and Innovation through the
Research Councils there is another £2.5 billion
approximately that goes into research and
development through government departments.
Part of my function is to oversee the proper use of
the money in those departments and this includes
overseeing a science and innovation strategy. The
science and innovation programme we are now
discussing also operates in other government
departments. I also see my role, despite my keenness
to see this embedded through the Secretary of State
and the DTI, as the protector of those parts of the
Science Budget that would not necessarily be seen to
deliver on the wealth creation agenda.
Chairman: I am going to come back to your role
because I think it is important to see where
everybody fits in together.

Q94AdamAfriyie: SirKeith, you said that theOYce
of Science and Innovation would be more eVective
with communication and coordination. What was
the problem in the past?
Professor Sir Keith O’Nions: I do not think you
should look at it like that. Sincerely, if you go back,
let us say, five years and look at the success of the
Innovation Group and the establishment of the
Technology StrategyBoard andwhatDavidHughes
achieved there, that has moved that agenda along at
quite a pace. In terms of the Research Councils,
knowledge transfer and innovation have moved way
up the agenda in the performance management of
the Research Councils. As I told you the last time I
was herewe have a group under PeterWarry looking
at how we can increase their impact and hopefully
we are trying to make a step change there. You have
two things that have been on an upward rising
trajectory. There is nothing wrong. The question is
how much further and faster can we drive this
extremely important agenda which not only grips
the Government Chief Scientific Adviser but is now
at the centre and a core part of the DTI. What was
wrong? 15 years ago, we just were not doing this
stuV. It is a matter of how quickly it comes right.

Q95 Adam Afriyie: It is a matter of evolution, a bit
like metrics and the use of them.
Professor Sir Keith O’Nions: That is another issue.

Q96 Adam Afriyie: What will be the role of the
Technology Strategy Board within the OSI?
Professor Sir Keith O’Nions: In the near term, it will
continue the excellent work it has been doing in
terms of defining on behalf of business the optimum
innovation platforms and programmes, including
knowledge transfer networks and knowledge
transfer partnerships. That will continue. It is very
important that myself and others in the DTI make it
clear that the changes that have taken placemaintain
business as usual for the Technology Strategy
Board. In parallel to that we are looking, following
the budget, at options for an arm’s length body but
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this has to be to reinforce the independence and the
impact of the user defined research and technology
strategy.

Q97 Adam Afriyie:Why do you feel it necessary to
have it at arm’s length if it has such a key function?
Professor Sir Keith O’Nions: Let me give you a
personal view. It is extremely important, if we are
going to get the best impact from our few billion
pounds a year in the Research Councils and the
interventions we make in the Technology Strategies,
to have a clear user defined strategy—ie, business
has given its best view of where these financial
interventions will have best eVect, rather than
somebody like me sitting in Victoria Street trying to
think what they should be. A clear independence of
that process is crucial for us to get the best value
for money.

Q98 Adam Afriyie: You mentioned the business
involvement in setting the strategy but how will the
activities of the Board be reviewed and evaluated?
Will that also be an independent function?
Professor Sir Keith O’Nions:TheBoard is 18months
old and we have not undertaken a quinquennial
review of its activities. It is a non-departmental
public body formed as an NDPB advisory board.
The normal practice is, on a cycle, to review the
activities of all NDPBs in an independent way. After
18 months we would not be expecting to undertake
a very major, external review of its function, but we
would expect to do that for any NDPB, whether it
be a Research Council or any other body.

Q99 Adam Afriyie:When it does happen, whenever
that may be, do you expect it to be independent?
Professor Sir Keith O’Nions: I would expect to have
an independent input into it. Any decision made for
advice to the Secretary of State and the Secretary of
State owns the NDPBs under the aegis of the DTI.
Yes, that would be normal practice inmy experience.

Q100 Chairman:Who has ministerial responsibility
for it? Is it the Secretary of State? Do you have direct
responsibility for that strategy board?
Alan Johnson: Yes.

Q101 Chairman: Is it one of your ministers?
Alan Johnson: Lord Sainsbury deals with that.

Q102 Bob Spink: Could I please probe the
organisational changes? I wondered first of all how
the management of the OST had changed as a result
of the creation of the OSI.
Sir Brian Bender: As far as I am concerned, Keith
reports to me. David is the head of the oYce and has
this peculiar position that he both reports into the
Secretary of State and to the Prime Minister. If you
are asking, as I think you are, about how the OSI
itself is managed, it may be right that Keith and
David answer.

Q103 Bob Spink: I wanted to know what the impact
of the OSI creation had on the OST.

Professor Sir David King: The OYce of Science and
Technology had two key parts to it, the
Transdepartmental Science and Technology Group
and the Science and Engineering Base Group.
Essentially, the transdepartmental science and
technology team provides the capability that we
have in foresight activities and international
activities and also in reviewing other government
departments’ work and assisting in dealing with
crises. The SEB team deals with the finances coming
in and passing out to the Research Councils as a key
part of its activity. Then we have a science and
society team. Now we also have an Innovation
Group, so there is a third group added to the OYce
of Science and Innovation. Within those two first
structures, the change is minimal.

Q104 Chairman: The science and technology group
directly reported to you before. The science and
engineering base group reported directly to you
before, Sir Keith?
Professor Sir Keith O’Nions: Yes.

Q105 Chairman: Who did the overseas innovation
group, this third group, report to before?
Professor Sir David King: The Innovation Group
reported to David Hughes.

Q106 Chairman: That now comes to Sir Keith?
Professor Sir David King: Yes, so you have three
pieces instead of two.

Q107 Chairman: You have two of them and you
have one of them?
Professor Sir Keith O’Nions: I have two which are
now called one piece.

Q108 Bob Spink: Did you want to make a further
comment?
Professor Sir Keith O’Nions: For many years,
probably back to somewhere in themid-nineties, the
OYce of Science and Technology has had this
relationship with the Government Chief Scientific
Adviser at its head and a Director General of
Research Councils so-called reporting to the
permanent secretary and advising the Secretary of
State on the budget. It is a construct that has worked
well. Youmay look at it and say why does it work so
well but it has worked well and it continues to do so.

Q109 Bob Spink: This Committee is a very caring,
laid back, uncynical group of guys but even we were
a little bit surprised at the speed at which these
changes took place and the lack of public
consultation. We had a letter on 28 February and
then, bang, it was all done. Was there any particular
reason for this urgency?
Alan Johnson: That was down to me, with Brian,
who decided that we needed to implement this
change. Once we had an idea of what we wanted to
do, there was no point in hanging around. We just
needed to get on and do it, particularly with a
Budget coming up. All the representations we were
making were for a Budget for science. We were
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confident there would be a lot of changes coming
through from the Budget so there was no point in
dragging it out.We needed to do it and do it quickly.

Q110 Chairman:Was the Chancellor driving this?
Alan Johnson: Not at all. This is an area that the
Chancellor was not involved in until we had made
the decision.

Q111BobSpink: SirDavid, was there any discussion
at all about your particular post and whether the
post of CSA might be split from the headship under
the OSI during these changes? Was that discussed?
Professor Sir David King: It would be fair to say that
in the soundings that took place initially it was
discussed. It would also be fair to say that it was
rather instantly dismissed by most people who
discussed it. In other words, there was a general
feeling—and I perhaps should not be the one to say
this—that the added value in having the chief
scientific adviser as head of the OYce of Science and
Innovation was well worth maintaining in the new
structure.

Q112 Bob Spink: Was it ever thought that, even
though there is some added value and there are
always cons as well as benefits, your role as being
truly independent across government might be
challenged by your position as head of the OSI?
Alan Johnson: No.
Sir Brian Bender: Emphatically not. I witnessed in
my last department the challenge of David King’s
role and I would still expect under the new structure
that there will be times when, as the Government
Chief Scientific Adviser, he may well want to assert
that challenging role in relation to the DTI.

Q113 Bob Spink: Was it ever considered that the
administration should be left to the Director
General of Science and Innovation during these
changes?
Professor Sir David King:No. Once the decision had
been made in the early discussions that I should
continue as head of the OYce of Science and
Innovation, I do not think that discussion was
propagated.

Q114 Bob Spink: Sir Keith, it seems that you have
taken on three jobs now. Are you able to perform all
of those jobs well?
Professor Sir Keith O’Nions: You had better ask me
next October.

Q115 Bob Spink:Do you feel that some of those jobs
may now be part-time?
Professor Sir Keith O’Nions: The responsibility for
what is now the Science and Innovation Group is
entirely manageable, he says confidently, only to be
tripped up later. The new role for me of Chief
Scientific Adviser in the DTI is worth pursuing.
Although I was Chief Scientific Adviser in defence
for five years, which was an enormous job, I have to
create that role in the DTI. I am going to need quite
a lot of help to create it, although I do have some

experience. I already have very considerable help
and advice from Dave. I have to get buy-in across
the DTI. It is nothing like a full time job but to be
eVective there has to be a culture within theDTI that
seeks out the view of the Chief Scientific Adviser, as
is commonplace in a number of other departments.
We are not there yet but I believe with Brian’s very
strong support we will get there. This third hat, if
you like, is one that is going to develop, frankly, over
some months. It is not going to be instant and
sudden but I greatly welcome it.

Q116 Bob Spink: I am sure you do. You are a man
for challenges and you always have been. Has there
been any consideration of whether there will be any
conflict within your three roles and, if so, how that
will be managed, or is that not going to arise?
Professor Sir Keith O’Nions: I have not thought of
any. I immediately pass that to Brian because it will
be Brian’s job to resolve any.
Sir Brian Bender:There is a potential area of conflict
which the Secretary of State’s early comments have
already addressed. In so far as the same Director
General is going to be responsible for a lot of the
action in government to promote science push and
to get the innovation pull, one of the questionsmight
be: is there a risk that the allocation of the Research
Council money will be skewed, not on the basis of
Haldane principles but on the basis of some business
pull? There first of all the ring fencing will remain
and, secondly, if there were such a risk David King’s
role, as Chief ScientificAdviser could come into play
at his discretion to operate as a challenge. I do not
believe the conflicts are there but they could be there
and we have set up safeguards to minimise that risk
ever occurring.

Q117 Chairman: I am staggered, Sir Keith, that you
say that being the chief scientific adviser to the DTI,
which arguably is the most powerful vehicle for
delivering science, technology and innovation in the
country, is just a minor, part-time job.
Professor Sir Keith O’Nions: I already have a day
job.At themoment I spend five days aweek involved
in science and innovation. What I am saying is that
in addition to the time I am involved in scientific
matters, my involvement in other areas of the DTI
will add to that. There are two obvious candidate
areas where any chief scientific adviser to the DTI
should be looking in addition. One is obviously
energy. The other is probably in some of the
biosciences areas of Business Group, what is known
as EBG.What I cannot say at themoment with great
precision is howmuch extra eVort that is going to be.
I completely accept your point that most of my life
is involved in scientific matters and advising the
Secretary of State on themost wise use of his budget.
Professor Sir David King: Could I come back to the
previous question because it seems to me that the
Committee has touched on a very important point.
The funding of the Research Councils not only
covers innovation and wealth creation
opportunities. For example, there aremany diVerent
government departments with diVerent demands on
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the research base and the skills generated by that
research base. Outside the country we have many
demands also met by that research base. Quite
clearly my function as head of the OYce of Science
and Innovation within this structure that we are
describing is to see that I can provide the challenge
that maintains that process. I can only provide that
challenge if the OYce of Science and Innovation
operates as a true entity.

Q118 Chairman: It is an issue that we were very
conscious of. One of the reasons we did the current
review of the Research Councils in terms of
knowledge transfer was to tease out where is the split
between basic research andmaintaining high quality
basic research and having the function to pull or
push that through in terms of applied research. It
was a concern to our Committee that this
reorganisation might re-emphasise the work of the
Research Councils very much towards the wealth
creation side, perhaps at the expense of the basic
research which, I think speaking for the Committee,
we felt would be a mistake. That is obviously for
others to decide. Secretary of State, would the
Director General of Science and Innovation always
be expected to fulfil the role of chief scientific adviser
within the DTI? Do you think that is a necessity?
Alan Johnson: We will see how it goes. That is the
role that David Hughes had. I do not think I can,
hand on heart, say yes, I think that will always be the
role. I think it is the right place to put that job at the
moment. In relation to Adam’s earlier question, are
there any other changes going to come up over the
next six months, we will see how all this works. We
have the basic principles right here and I tend to
think it is Sir Keith’s position that should be chief
scientific adviser.

Q119 Chairman: We find it a little diYcult to
understand how the DTI chief scientific adviser can
provide very independent advice when he is also
Director General of Science and Innovation. There
seems to be a conflict in those two roles.
Alan Johnson: The previous role was as Director
General of Innovation.

Q120 Chairman: I am not saying the previous role
was right either. I am just saying that there seems to
be a contradiction but you are fairly confident that
there is not?
Alan Johnson: I am confident because I think that is
where also David King’s role comes in here. David
is a long stop. His independence and the fact that he
reports directly to the Prime Minister and is the
Government Chief Scientific Adviser allow him to
see issues like this in context. If he needs to have
words with me about how it is going, I have
absolutely no doubt that David would be no
shrinking violet.

Q121 Chairman: Would it not be better for David
King to be embedded in the Cabinet OYce directly
responsible to the Prime Minister so he could really
hold you and your colleagues to account?

Sir Brian Bender: I would like to endorse this from
my own personal experience. I do not see David
King as a shrinking violet who will hide from any
challenging interventions when necessary. Coming
back to your more direct question about the role in
the Department of Chief Scientific Adviser, I would
like to reinforce the pointsKeithmade a fewminutes
ago. One of the principal roles of the Department’s
Chief Scientific Adviser is to provide assurance
essentially to the Secretary of State and to me of the
evidence and quality of the science base policy
advice going up. That ought to happen almost
without blinking in the pure science area that Keith
has dealt with up to now. The bigger challenge is
whether it is and can be said in the future to be
happening in relation to other parts of the DTI,
especially the energy area and the biosciences areas
and in any other areas. What assurance can that
person give? I do not see any conflict there. It is a
question of having the access and the challenge role
into other parts of the Department.

Q122 Chairman: In the old organisation Sir David
King and Professor O’Nions seemed to be on a par
with each other in terms of the structure. Now, Sir
David King has been elevated and Sir Keith
O’Nions reports to him?
Sir Brian Bender: No. It was always a slightly odd,
two headed structure with David King having this
double role, being the Government Chief Scientific
Adviser and a member of the peculiar organisation
of Wednesday morning meetings with permanent
secretaries. David had that role and continues to
have it. As Sir Keith said earlier, his predecessor
Director General for Research Councils and he were
part of this two headed organisation and reported to
the permanent secretary of the DTI. That is
continuing but with a larger remit that Keith now
has.

Q123 Chairman:Would it be possible to have a flow
chart or schematic diagram of who does what within
the new organisation with a clear understanding of
their responsibilities?
Sir Brian Bender: Yes.

Q124 Mr Devine: There have been suggestions that
these proposals are Treasury led. The editor of
Research Fortnight notes that Gordon Brown has
put his foot on the accelerator. Sir Keith, you said
that within the Ten Year Framework the Treasury
have obviously quite a strong lead.We are interested
in why the science and innovation paper Next Steps
was published with the Budget. Is that a science
white paper in all but name?
Professor Sir Keith O’Nions: That was a Treasury
decision as to what is included in a Budget. You will
know about the way in which Budget statements and
documentation are prepared. I greatly welcome that
this has happened. It is a year of a Comprehensive
Spending Review when a very large part of the
Government’s Budget is being zero based and
reviewed. In terms of the science budget within the
DTI, this has not been subject to zero based review.
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It is perhaps unsurprising that the Treasury take a
close interest in looking at it in anotherway. I greatly
welcome it because it has highlighted a number of
areas for some decisions and for consultation that
the Secretary of State has endorsed, in a year when
budgets are up for consideration and so on. The
timeliness is right on. Had it been left another year
or three years to have quite such a hard look, we
would have missed the boat somewhat.

Q125 Mr Devine: Where was Next Steps drafted?
The Treasury?
Professor Sir Keith O’Nions: It was a Treasury
produced document but some of the drafting was
done in the Department of Health, some in DfES
and some in the DTI. It was considered by ministers
and our Secretary of State and I presume the
Secretaries of State in the other departments.

Q126 Mr Devine:Were you all consulted?
Professor Sir Keith O’Nions: I certainly kept my
Secretary of State fully informed.
Alan Johnson: There are four government
departments involved. We were consulted on this.
There is nothing wrong with this. I am absolutely
delighted that the Treasury are leading and are so
interested in the science base but I thought you
started oV by mentioning the change to the OYce of
Science and Innovation. That was nothing to do
with the Treasury at all, as a matter of fact. If it was
to do with the Treasury, fine, but the Treasury were
not involved in that. In this, all four government
departments were fully consulted and it would not
work in relation to producing a document like this if
we were not fully involved, particularly as it is such
a major aspect of our work.

Q127 Mr Devine: You had a significant input?
Alan Johnson: Yes.

Q128 Mr Devine: Who owns the science and
innovation investment framework?
Alan Johnson: It is owned by the four departments. I
am not sure whether the Department of Health were
part of the original 10 year programme. I think that
was three departments but now, because of this very
welcome change in relation to health research, they
are involved in this.

Q129 Mr Devine: To what extent is science policy
driven by the Treasury?
Alan Johnson: Without the help and involvement of
the Treasury and without the passion of the
Treasury for this, we would have a great deal of
diYculty in doubling the science base as we have
done since 1997. It is crucial that they are involved.
I would not look at it in anyway as a negative feature
that the Treasury are so closely involved. There
might be other areas where the Treasury’s necessary
work is not so welcome but on this it is very
welcome.

Mr Devine: This Committee has always had a
concern that the Treasury does not have a chief
scientific adviser and I wondered if that concerned
yourselves.

Q130 Chairman: Yet it is making significant
decisions about this key area.
Alan Johnson: I am quite happy about that. David
may tell me I should not be.

Q131 Chairman: This could be an interesting
answer.
Professor Sir David King: You do not go into a
department demanding something such as I, as
Chief Scientific Adviser, have been doing, going into
the other departments, unless there is very good
reason for it. I agree entirely with the previous
comments from the Secretary of State. In other
words, science has done exceptionally well out of the
Treasury and our interaction, for example, with
Harry Bush and John Kingman in the OYce of
Science and Technology and now the OYce of
Science and Innovation has been exceptionally
strong. I still know that if I need to I can pick up the
phone to John Kingman and he and I can be talking
in a very short period of time. Our interaction has
been very good and I have not been pressing for such
a post.

Q132Mr Devine: It is okay that Gordon’s foot is on
the accelerator but he does not have a chief
scientific adviser?
Professor Sir David King:As soon as he gets near the
brake I will be in there.

Q133Chairman: Secretary of State, putting aside the
fact that the Treasury does not have a chief scientific
adviser which may or may not be a good thing, do
you think, given the prominence of science,
technology and innovation within the government’s
agenda, that there ought to be a Cabinet post
specifically for that and there ought to be somebody
sat round the Cabinet table who leads that whole
agenda?
Alan Johnson: No, I do not.

Q134 Chairman:That is not a criticism of your work
and it is not intended to be.
Alan Johnson: I had the same thing when I was at
DfES dealing with higher education from some
quarters. I have been reading GeoVrey Goodman’s
biography of Frank Cousins which shows that in
1964 they set up this OYce of Technology, but it was
not associated with industry and it was not
associated with science. All the people that
Goodman talks to—this is 20 years afterwards—all
the senior civil servants and everyone involved said,
“That was the problem with the OYce of
Technology”. Indeed, Frank Cousins himself said
what he wanted was to see it merged with industry
and with science.We have got that now, we have got
this connection. I think if you plucked science out—
it was with education, was it not, at one stage and
then it was on its own—I think it is in the right place.
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I would say that, would I not, but I genuinely feel
this. Part of the change to the OYce of Science and
Innovation is keeping up with what is happening in
British business and at the cutting edge of what is
happening in terms of the challenges of
globalisation, I think you would lose a lot of that.
Because we have an eminent scientist likeDavidwho
is responsible for giving advice to government, not
just to the Prime Minister, in a sense, that is your
Treasury post there because David does it across the
patch, I would not like to see this dismantled. This
Committee plays an important role, but I think if
you did a thorough examination of that—maybe
you have at some stage—I do not think you would
start pulling the pieces apart again, that would be a
big mistake.
Chairman: I made the point in response to Jim’s line
of questioning that I think it took many people by
surprise that this was very much the lead in the
Budget, and it was very much a Treasury-led science
agenda, whereas, perhaps, wemight have expected it
to be a DTI-led agenda, that is the reason behind
that.

Q135DrTurner:The other interesting surprise in the
Budget was the announcement of the amalgamation
of the MRC budget and the Department of Health
research and development budget along with other
changes in Research Councils. Sir Keith, what do
you think prompted the creation of the single health
research fund? Was it an indication that perhaps the
NHSR&D budget was not as eVective at generating
research as it might have been? I know many cynics
who would say that in fact most of it went to
propping up trust deficits, but I will not pursue
that line.
Professor Sir Keith O’Nions: I can only relate the
sort of tenor of conversations that I had with
Treasury oYcials and, indeed, oYcials in the
Department of Health. I think the background to
this is that there is a big prize to be had if you can
eVectively join together the truly outstanding
biomedical research in the UK; 12 Nobel laureates
in LMB alone. Through translational research,
clinical trials and bedside care. A seamless transition
with the eVective use of money is a big prize to be
had. We are not there, and everybody who has
looked at it has declared we are not there. We have
got outstandingly good research, but we have had
diYculty in finding structures that have given a real
seamless meshing of Department of Health and
NHS facilities and so on. Things are always diYcult
when you have got two departments involved, but
this is an extremely welcome attempt. It is welcomed
both by clinicians and it is welcomed by people
doing very basic biomedical research. There is a
huge prize to be had by having two budgets which
are ring-fenced now—the science budget was
already, the R&D budget in the Department of
Health now is—and to see if we can find a way of
using those in the most eVective way to have a
seamless connection from research to the hospital
bedside. And particularly to promote clinical
research which will support our biotechnology and

pharmaceutical industries enormously. It is not
trivial and that is why there are some months of
work to be done, looking at the best way to deliver
that with two Secretaries of State, Alan Johnson
owning one budget and Patricia Hewitt owning the
other. The background is, there is a prize here.

Q136 Dr Turner: Presumably since the budget has
been amalgamated, the organisation—
Professor Sir Keith O’Nions: The budgets have not
really been amalgamated, there are two budgets. As
you read the Budget document, or as I read it, the
Secretary of State has the budget for the Medical
Research Council and the other Research Councils
in DTI, and the Secretary of State for Health has an
R&Dbudget. It is amatter of how those two budgets
are going to be used as a single pot. It is not quite a
pot which has been taken out of DTI and taken out
of Health to be managed independently of those
departmentals.

Q137 Dr Turner: The Department of Health R&D
budget will continue to be administered by the
Department of Health, it will not be a united
health budget?
Professor Sir Keith O’Nions: All of this is to be
understood. We are so close to the beginning on this
and there are somemonths of work to be done to see
how delivery of basic medical and clinical research
can best be delivered from those two budgets, both
of which are ring-fenced. The key thing is ring-
fencing the R&D budget in health.

Q138 Dr Turner: It struck me that there was a
potential new window of opportunity in what
sounded like, firstly, a straight amalgamation of
these budgets because the current structure in
medical research and development leaves, if you like,
orphaned diseases, ME is the one which absolutely
springs to mind. The Chief Medical OYcer has
recommended that there should be a specific
research eVort on that but nothing has happened
since his recommendations. There are clear reasons
why that might not have happened because the
MRC, apart from its research institutes, operates
solely in response mode. Since that is dominated by
the Research Assessment Exercise it is quite clear
that no ambitious basic researcher in their right
mind is going to touch something as diYcult and
unpromising as ME, whereas if you are going to
invoke the Health Department’s R&D budget, is
there room for filing those sorts of lacunae with
directive research against diYcult disease areas?
Professor Sir Keith O’Nions: There has to be. You
have picked a particularly diYcult one. Spotting Dr
Harris out of the corner of my eye here, he probably
has much stronger opinions on it, so getting him oV

the ME hook, he probably has strong opinions on.
You have picked on an area where not all clinicians
will identify it as a real disease, but, yes, you have to
be right.
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Q139 Dr Harris: Strong views notwithstanding, I
have got some arithmetic. TheMRC budget is going
to be £550 million and the NHS R&D budget is
going to be about £750 million, about 2006–07,
2007–08, that is £1.3 billion. Secretary of State, is
that going to be the minimum pot in this new
merged budget?
Alan Johnson: It is a minimum of at least £1 billion.

Q140 Chairman: A third of £1 billion will go then?
Alan Johnson: That is not necessarily certain, no.

Q141 Dr Harris: It is possible, given what has been
said, that the total spend at the moment of £1.3
billion cannot be guaranteed to be maintained?
Alan Johnson: I would be very surprised if there is
any reduction on the current £1.3 billion. What we
are saying is we will have a fund of at least £1 billion
to start oV with. As Keith says, the crucial point is
that the Department of Health aspect of this will
now be ring-fenced.
Professor Sir David King: I want to underline that
because one of my jobs is to see that R&D funds in
government departments are well spent. First of all,
I very strongly welcome the Budget Statement on
this issue for a variety of reasons. One is it means
that, as I understand it, what will emerge is not
necessarily a merger of the two budgets but that the
two budgets will be treated in much the same way as
Research Councils. At the moment we have a
Medical Research Council within the OYce of
Science and Innovation in DTI and we will see a
similar structure emerging if not under a single head,
which it may be, but, nevertheless, it means that
money will be operated like a Research Council.
That is rather diVerent from the previous mode of
operation. I do think this has significant advantages.

Q142 Dr Harris: I agree with you, but I am still
trying to chase the not insubstantial sum of £300
million. If you are ring-fencing £750 million, which
is the Department of Health R&D budget, and you
are retaining spending plans, which are welcome and
increased of £550 million from the MRC, then why
does that not enable you to say that there will be at
least, or near enough, £1.3 billion? As soon as you
say £1 billion it looks like you are ring-fencing out
£300 million.
Alan Johnson: I would guess the problem here is we
need to look very carefully at the Department of
Health and how they spend that money. I do not
think it is so much a DTI issue as a Department of
Health issue.

Q143 Dr Harris: I agree with you.
Alan Johnson: If we are going to ring-fence it, what
does that mean? Ring-fencing is not a small measure
to take, once it is ring-fenced it is ring-fenced.
Probably the reason why we have said at least £1
billion and not said at least £1.3 billion is the need to
make absolutely sure that some of that money which
is classified as research spend in health at the
moment is right to go in the ring-fenced bit.

Q144 Dr Harris: If we were honest we would say
what many people recognise that a significant
amount of NHSR&D is used to prop up service and
is not being well-used for R&D, and that is part of
the basis, but you do not want to destabilise theNHS
by sucking it all out into proper R&D spending.
That would be an honest way of putting it and you
might have a bit of heat from that in the first
instance.

Q145 Chairman: Secretary of State, do you agree
with that?
Alan Johnson: We are honest. The only point I am
making here is I would be very surprised if it was less
than £1.3 billion, but I think you have to keep some
contingency plans there for when you look very
closely at turning what is now a budget which has
some discretion over it into a ring-fenced budget. I
would not go into the areas that you are going into
at all, Dr Harris, but I think that is a proper way to
frame this, it is to say that there will be a least £1
billion. We are not saying there will be £1 billion, we
are saying at least £1 billion. At least £1 billion could
be £1.3 billion or it could be more.

Q146 Dr Harris: You have to go into the areas I am
going into, with respect, because there is an
expectation of £1 billion. Everyone in the NHS
recognises that NHS R&D has not been ring-fenced
functionally forR&D, that is what SirDavid has just
said. I do not think it has been clear that that is a
problem which this is part of a solution to. I think it
would be made clear if it was stated. Perhaps we are
not going to make much more progress there. There
is a plan to identify what the governance should be
of this overall budget, if I can call it that. What do
you think are the advantages of the MRC type
model of governance for this fund?
Professor Sir Keith O’Nions: It very clearly says in
the Budget Statement, after identifying these two
ring-fenced budgets, that Haldane principles will be
upheld in the deployment of that budget. The
Haldane principle is quite hard to find, it goes back
to 1917 when Lord Haldane, something of a
machinery of government anorak in modern speak,
devised that. The key thing is that this is arm’s length
from government and would, in eVect, be enshrined
under the Science and TechnologyAct which defines
the Haldane principle. That Haldane principle is
enshrined in the last Budget document. It says there
has got to be a Research Council structure or
something that is identical to it under the Science
and TechnologyAct to deliver that. It is not amatter
of do I think it is a good model, it is the only model
we have got within legislation as it is.

Q147 Dr Harris: That is very helpful. Why do you
need this review of what the governance
arrangement should be if you have got the Research
Council type arrangement which you like so much,
and which has Haldane and a whole series of other
things, unless you can identify for me some benefits
of the way the NHS or the Department of Health
handles the R&D budget? Can you give me any?
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Professor Sir Keith O’Nions: At this stage it
probably depends on where the boundary of R&D
in the Department of Health lies. It may well be that
some of their spend is not ideally suited to Haldane
principles. Quite a lot ofDTI’s spend in business and
so on is not under Haldane principles. I do not think
it is sensible at this stage, until this has all been
reviewed over the summer and into the autumn, to
say automatically, “Every penny that is spent across
that whole piece all comes under the Haldane
principle” because I do not know the R&D budget
well enough. It would almost be like saying, “Every
penny you spend on innovation in DTI has to be a
Haldane principle”, which would not be the case.

Q148 Dr Harris: It is not just Haldane, the Research
Council model—which I support and I have been
very strongly, by the same token I am not blaming
the Government for decisions of Research Councils
because they are independent—is well liked and also
theMRChas an international profile. There is worry
that obviously if there is going to be a governance
arrangement half-way between the way the DH
works and the way the Research Council works that
some of the good things about the MRC’s way of
doing thingsmay be lost. Can you reassure on things
beyond the Haldane principle?
Professor Sir Keith O’Nions: I am not running the
review so I cannot give you any reassurance, but I
would be exceedingly surprised if you could come to
a conclusion where that sort of structure was
inappropriate for a large part of that.

Q149 Chairman: Sir Keith, are the terms of the
review published?
Professor Sir Keith O’Nions: No, I think they are a
couple of weeks away. They are being determined by
a team within the Treasury.

Q150 Chairman: Who is leading that programme,
Sir Colin Blakemore?
Sir Brian Bender: No, David Cooksey is dealing
with it.

Q151 Dr Harris: He has been appointed to lead the
review, but his precise terms of reference have not
yet been.
Professor Sir Keith O’Nions: The nature of the
consultation will be published in a couple of weeks,
as I understand it. There is a team in the Treasury, I
will not name the individuals here because I will get
some of themwrong. Certainly there is an individual
from OSI as part of that team and there is an
individual from the Department of Health and a
couple of Treasury oYcials supporting those.

Q152 Dr Harris: The CCLRC and PPARC are
proposed to be merged, well they are not definitely
going to be merged, this is a proposal unlike the OSI
thing where you decided you were going to do it and
you did it, that does not apply to this. Concerns have
been raised about the fact that you should not
separate the grant givers from the people who know

and understand the machinery because the two are
heavily linked and that is precisely what the current
proposal does. Are you alive to those concerns?
Professor Sir Keith O’Nions: Very much so. The
current proposal is basically saying, “We believe
there is a case for somemerger of those activities and
asks the question as towhere should the grant-giving
functions go”. Then there is a consultation which is
on-going. It has not come to a conclusion, it is a
consultation. The motivation and driver for that is
the nearly £600 million a year that we spend on large
facilities in the UK, both indigenous ones and
through subscriptions, usually more and more and
more is spent with Europe. We are a large player by
international standards, in that, we have the good
fortune to have a budget regime for science. There is
real scope for getting even greater benefit from that
investment, particularly when you take account of
the establishment of a Harwell science and
innovation campus and a Daresbury science and
innovation campus, also announced in the Budget.
Again, it is part of the agenda of money invested in
the science base, getting involved more and more in
knowledge transfer and innovation. When you put
that together there is really a case for putting this
£600 million into a single body. Once you do that,
because there are overlapping responsibilities for
international subscriptions between PPARC—
particularly in particle physics, high energy
physics—and CCLRC, you draw out you have got
two Research Councils and then you say, “What do
you do with the grant giving, for example, in
astronomy?” That is part of a consultation. I am
absolutely alert to the notion of the dangers of
separating the grant-giving from the expert
knowledge of how it should be spent—but diVerent
people have diVerent suggestions. The consultation
will flush this out. I am not going to say here, but I
think you would probably guess, how I would vote.
It is a legitimate consultation and I am well alert to
the important points there.

Q153 Dr Harris: One issue is the issue of separating
the facility from the people who use it and know it
best in terms of peer reviewing applications for use
of those. Another issue is the fact that EPSRC
timescales are three years and PPARC’s per force
are usually much longer and the cultures are
diVerent. Can you giveme any reasons that you have
heard as to why giving the grant-giving powers of
PPARC to EPSRC on the contrary might be a
good idea?
Professor Sir Keith O’Nions: People have diVerent
views. Some people simply make the observation,
“That is how theNational Science Foundation in the
US do it, that is where astronomy is supported there.
High energy physics and particle physics is in the
Department of Energy”, therefore it must be a
good thing.

Q154 Dr Harris: It is not very convincing.
Professor Sir Keith O’Nions: I am not necessarily
convinced by those arguments. The important thing
established in this Budget is that over a ten-year
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period there is a tacit acceptance that the
fundamental structure of our Research Councils is
about right. They are large in number relative to any
other country. No other country has asmany as this,
but they are eYcient and eVective. The Budget is
proposing two changes, one of which I think has a
huge prize, potentially, the linkage with health for
the medical research, and the other of which has a
significant prize in innovation at the large facilities
end. Beyond that, that is the way in which the ship is
going to sail for most of the Ten Year Framework.

Q155 Chairman: Why did you not speak to the
people involved in the Research Councils before
these announcements were made? They came as
much of a surprise to them.
Professor Sir Keith O’Nions:This is part of a Budget
and you will understand, at least as well as I do, the
purdah that surrounds Budgets. This is not
something that says, “This is what it is going to be”.
This is a consultation. The community has all the
opportunity to give a view on the appropriateness or
inappropriateness of these structures exactly as it
does on the Research Assessment Exercise and so
on. If there had been a decision on a new structure
with new chief executives, and jobs were changing,
and so on without consultation, then that would be
a real issue. But this is a consultation. Whether you
should consult as to whether you are going to have
a consultation I think is a moot point. This is part of
a Budget.

Q156 Chairman: You must have been aware of this
when the new Chief Executive of PPARC was
appointed, that you were going to perhaps seriously
interfere with proposals.
Professor Sir Keith O’Nions: You say “must” and I
will be totally honest with you. It was not inmymind
at that point. People within the Research Councils
themselves for some years, not unanimously, have
pointed out the oddity of the present situation. The
thing about the appointment of the new chief
executive, and particularly Keith Mason who is the
Chief Executive of PPARC, is this is an outstanding
appointment. I would hope that within this new
structure these outstanding people continue to
contribute. There is a very big piece of territory there
for them. I would not expect them to feel threatened
and I do not believe they do.

Q157 Dr Turner: I am still not entirely clear, Sir
Keith, about what problems you are trying to
address or resolve in, for instance, putting CCLRC
and PPARC together. Would the final outcome, if it
is a merger, be treated as and function as a Research
Council because it sounds as if it will be a slightly
diVerent body?
Professor Sir Keith O’Nions: It will be diVerent. I
think these large facilities are diVerent, they require
a long-term view. Dr Harris made the point that
EPSRC only gives grants within five years and that
basically they have very few commitments into the
future. Investments in these big facilities are very
long-term things. Just to give you the list, within the

UK we have the biggest science investment in
Diamond, the synchrotron at RAL. This a UK
investment which is going to run for several decades.
We have the neutron sources; we have the lasers;
then jointly we have the international contributions
to CERN, particle physics, the European
synchrotron in Grenoble, a whole host of things.We
have got a big budget relative to many countries and
we are the envy of them. But there are two things we
have got to do. One, we have got to be able to
prioritise because the things people would like to do
exceed any reasonable expectation of budget
growth. If we double the budget over another 10
years we would not be able to do all the things we
would wish. You have got to prioritise, you have got
to knowwhat is right for theUK, butmore andmore
we have got to get more knowledge transfer, more
innovation and more benefits for business out of
these large facilities. We have not been in that world
before; they have never been put together with the
notion of, “What extra benefits will we get from
those investments?” that is the change.

Q158 Dr Turner: Will you ring-fence the current
grant awarding budget that PPARC operates
because it would be very easy for them to get sucked
into large facilities, would it not?
Professor Sir Keith O’Nions: Let me be clear, the
science budget is ring-fenced and the Secretary of
State has given assurances on that. It would be
foolhardy across eight Research Councils to take
one or all of them and say, “This is your budget
forever more”. Had that been done we would never
have been able to accommodate the huge growth in
biomedical sciences. There has to be shifts of
budgets between Research Councils. The advice I
give to the Secretary of State has got to be, “My
advice is that you spend the budget in this way and
these will be the optimum outputs we will get from
this investment for the benefit of the UK”. To ring-
fence anything in a Research Council long-term I
think would be foolhardy and I would never give
that advice to the Secretary of State.

Q159 Chairman: That was a very, very clear answer,
if I might say, Sir Keith. Can I ask you finally, Alan,
the National Institute for Energy Technologies,
which was again mentioned within the Budget, what
stage are your plans at for that? How would this
research institute interact with the other Research
Councils?
Alan Johnson: The stage we are at is busily getting
commitments from funders like BP, E.ONand Shell,
that they want to be become involved in this, and
getting everything in place. We have got the basic
structure. The concept is at an early stage and there
are many of the details to work through. We have
got the basic idea here, that we can do something
quite exciting to attract more private sector
investment into energy research. David might want
to say a word on this about how we would interact,
but I certainly think it is an enhancement to the
Energy Research Partnership. Indeed, I think the
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Energy Research Partnership in many ways has
driven this. There are lots of details to go on this, but
I think it is a very exciting development.

Q160 Chairman: Alan, can you give us some idea of
a timescale for that?
Alan Johnson: David, you know timescales better
than I do, I think we are talking about the autumn.
Professor Sir David King: If I can answer it a bit
more fully. The EnergyResearch Partnership, which
I co-chair with Paul Golby, who is the Chief
Executive of E.ON UK, is the body that began this
notion of setting up a research laboratory for energy
technologies, pulling together public and private
finance so thatwe could cover the full spectrum from
research through development through
demonstration right out to the actual
implementation. The Research Council end, of
course, funding the first part of that and industry
tending to pick up as it goes out to deployment. The
National Institute for Energy Technology is very
much in an early phase. We had the first meeting
today, pulling together the four private sector
partners with the government partners involved, Sir
Keith was there as well, and we are fleshing out what
this body will look like. I would verymuch hope that
before the summer recess we will be moving forward
with a much clearer idea of how this partnership will
work. I think all of us believe that this is a major step
forward for the UK in terms of energy research and
technology and that it will give us an edge in Europe
over all of our competitors. The potential is
enormous and we therefore have to work hard to see
that we realise the potential.

Q161 Chairman: Have you got a budget for that?
Professor Sir David King: The budget is what was
referred to by the Chancellor in his Statement. I
think we would hope to be talking about sums in the
region of £50–100 million a year.

Q162 Bob Spink: It is well recognised that energy is a
subject of growing importance and public awareness
from the cost, the security of supply, particularly

from the climate change angles. Do any of you think
that it is now high time that the House of Commons
had its own dedicated energy minister?
Alan Johnson: It is back to the machinery of
government. I do not think that, Mr Spink. Once
again, we have been here before.

Q163 Chairman: Just a yes or no answer will do us.
Alan Johnson: No, I do not, Mr Spink.

Q164 Bob Spink: Sir David has had a lot to say on
energy recently, very exciting announcements.What
do you think?
Professor Sir David King: For once I am not going
to make an exciting announcement. We are in the
middle of the Energy Review, the Stern Review and
we will have the Quorum Report shortly, and I
would not want to prejudge this. I would want to say
that energy is a critically important problem for
government to face up to. I understand fully where
your question is coming from.

Q165 Bob Spink: I am delighted with that answer,
Chairman.
Sir Brian Bender:Personally, I would deeply regret it
if a Department of Energy was set up, which I guess
underlies the question, which separated
responsibilities for energy from responsibilities of
business. This last winter showed the crucial
importance of the link between the supply of energy,
the cost of energy and the cost to business. I would
be disappointed if that link was broken.
Professor Sir David King: If you were looking for a
re-alignment, you would want to be looking at
energy, environment and transport. In a way, unless
you took a much more radical step than the one you
are suggesting, I would not tinker with energy and
the DTI.
Alan Johnson: We are quite willing to take the
environment—
Chairman: The final comment is, “Chief Scientist
adviser urges Government to include transport and
environment”. On that note, can I thank you very
much indeed, Secretary of State, and thank you very
much indeed gentleman for a very interesting and
entertaining one and a half hours.
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State, Science and Innovation, Department of Trade and Industry, gave evidence.

Q166Chairman:Couldwe say goodmorning to you,
Lord Sainsbury, and thank you very much indeed
for fitting us into your diary. I apologise to you for
the fact we are rather short on the Committee today
by numbers because of the rearranged date. A
number of Members are, in fact, away with other
Select Committees on this particular day because we
do not normally meet on a Tuesday. It was more
important that we met you to hear your pearls of
wisdom than to rearrange the date well into the
future.
Lord Sainsbury of Turville: I apologise for having to
change the date, but I had a small problem with the
Company Law Reform Bill in the House of Lords
which needed to be sorted out.

Q167Chairman: It was only a small problem, andwe
do appreciate it. What we lack in quantity we make
up in quality this morning. Could I start with my
normal process? We have given you the four major
topics, and the first one is about what consultations
the OYce of Science and Innovation has had with
the DfES on measures to ensure that the 2014 target
for science teachers is met?
Lord Sainsbury of Turville: The original target set in
the 2004 Science and Innovation Investment
Frameworkwas in terms of increasing the number of
science teachers. This problem has largely been
solved. For example, the rate of vacancies for science
teachers in secondary schools has fallen to 0.9% in
January this year. However, we have continuing
concerns about the quality of science teaching and I,
therefore, met with Lord Adonis to discuss ways of
improving this. We have set out important further
actions in the Science and Innovation Investment
Framework Next Steps published inMarch, and the
DfES has set up a School Science Programme
Board, on which OSI has membership, to take
forward delivery of these.

Q168 Chairman: Were you consulted about those
targets before they were set?
Lord Sainsbury of Turville: Yes. Those came out of
discussions that I hadwith LordAdonis andwith the
Treasury as to whether we were making suYcient
progress. The issue here, which has become
increasingly clear, is not the number of teachers but
whether you have physics teachers teaching physics
and chemistry teachers teaching chemistry. There
are some problems there, and that is why we have set
some specific targets in terms of those subject areas.

Q169 Chairman:One of the concerns the Committee
has are exactly the same concerns you had, and the
former Committee also had, in terms of STEM
subjects—and we will return to that later in terms of
universities—with 26% of teachers with a physics
degree and 22% of chemistry teachers with a
chemistry degree retiring in the next five to 10 years
I do not see how on earth you can meet the targets
which you have set.
Lord Sainsbury of Turville: In terms of numbers, you
can see we are actually doing quite well. If you look
at the figures we are more than meeting the targets
for the number of teachers coming in if you take the
total number of people coming through diVerent
routes of entry. If you take the conventional initial
teacher training places but add on the employment
based routes, in 2004–05 we recruited 3,640 as
opposed to a target of 3,225, so the numbers are
there. The question is to make certain that we give
the right incentives for physics and chemistry people
to come in and do what we are doing, which is to see
whether we can have conversion courses where we
give people incentives to train further in the subject
areas where we need them.

Q170 Chairman: The bigger point to my question is
did you calculate in this demographic trend that we
are going to see an awful lot of experienced
chemistry and physics teachers actually retire, so as
fast as you are recruiting we are losing more people
at the other end rather than increasing the pool. Has
that been calculated in?
Lord Sainsbury of Turville:What we have calculated
are the targets overall for the numbers we need. We
have set targets within that of specifically increasing
those subject areas. We will be measuring our
performance against not the numbers coming in but
the number of courses being taught by the relevant
specialisms.

Q171Chairman:Are you confident that the financial
incentives that you have in place are suYcient to
actually meet the targets? £1,000 does not seem to be
a huge incentive at the end of the day. Are there
other incentives in the pipeline?
Lord Sainsbury of Turville: We have the diVerent
incentives, which we have given to you, which are
diVerentiated as follows: mathematics and science
you get the £9,000 bursary plus £5,000 gold hello; for
secondary shortage subjects such as modern
languages you get the £9,000 bursary plus £2,500
golden hello; for secondary non-shortage and
primary it is a £6,000 bursary. There is a
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considerable diVerence there. Of course, we are
asking the School TeachersReviewBody to consider
whether there are ways in which existing teachers’
pay flexibilities could be used better to improve
retention of science and mathematics teachers. That
is an issue to focus on: whether they come back and
say they can be more flexible in relation to these
key subjects.

Q172 Chairman: Is research going on within your
department or is it just the DfES which is tracking
that to see whether those incentives are actually
working?
Lord Sainsbury of Turville: The DfES is responsible
for producing the figures and tracking them, but we
obviously have a look at those as well because we
want to make certain that the Science and
Innovation Framework targets are being met.

Q173 Chairman: You are confident that by 2014 we
will have met the targets in terms of 3,000 extra
physics and chemistry teachers, and also met the
targets in terms ofKey Stage 4 students being oVered
chemistry, physics and biology as separate subjects.
You have no worries about that.
Lord Sainsbury of Turville: No, I did not say that. I
would say these are realistic targets to achieve, and
whether we achieve them or not will depend upon
vigorously following this track and making these
incentives work.

Q174 Chairman: You mentioned about CPD of
teachers actually transferring from one area to
another, and clearly that is something the
Committee would strongly support, but teachers
have actually said to me that a lot of that work has
either to be done in their own time or indeed there
are few incentives for them to do it. There is no
incentive to give up a responsibility post in modern
languages to train as a physics teacher. Are you
looking at that particular area?
Lord Sainsbury of Turville: I do not think anyone is
talking in terms of moving people from foreign
languages to teaching physics. The question is
whether we can take some of the large numbers of
people with biology qualifications and get them to
transfer across. It is a question of whether we
introduce incentives to make that worthwhile for
people to do.

Q175 Chairman: There are no incentives at the
moment?
Lord Sainsbury of Turville: I do not think there are
any incentives at the moment but I need to check
that point. That is something which is being
looked at.

Q176 Dr Iddon: I have concerns about practical
skills of teachers who are teaching science. One of
the things that always attracted me as a student to
chemistry particularly, and other sciences as well,
was the ability of teachers to pass on their practical
skills by way of demonstrating the experiments and
then ensuring that the experiments were actually
carried out. When we looked at 14 to 19 science

education, we heard from a lot of students that
teachers more and more are giving up the practical
lessons because they were, for example, getting
behind in the theoretical syllabus. Is anyone
monitoring the quality and the extent of practical
work in secondary schools in particular?
Lord Sainsbury of Turville: I very much agree with
you that a good level of experiments and
demonstrations are a key part of science education.
If you talk to scientists and ask them why they first
became involved in science, it seems to me they very
rarely say “I read this book” but usually say “I liked
growing crystals” or “I liked demonstrations” or “I
collected”, whatever it was; therefore, it is very
important. It is also prettymuch agreed that the level
of experiments and demonstrations is too low in
most schools. The area of debate is what are the
reasons for that. There are a number of reasons
given which vary from health and safety regulations
through to discipline in class, and so on. I suspect
there are probably two reasons: one is too much
pressure on the curriculum, and the other is the
qualifications of the teachers, i.e. if you are not
properly qualified in physics you will not have
inspired teaching, and inspired teaching in this
context would also include experiments because you
yourself may be rather scared of doing these
experiments because you do not know your subject
very well. I think getting up the levels of teacher
qualifications is probably the first requirement., and
the second is to have a little more room in the
curriculum, which the new curriculum will, so that
experiments can be put in.

Q177 Dr Iddon: You would agree with me that
science is a particularly demanding subject
particularly in the laboratory aspects. What we need
in secondary schools is good back-up from well
qualified technicians to help the teachers, and to
prepare the laboratory ahead of the teacher going in,
which is fundamental and essential. Do you thinkwe
are training enough technicians with the right skills
to assist teachers in the laboratory?
Lord Sainsbury of Turville: To be clear about that,
one of the things we are doing with the Science
Learning Centres is to include technicians in that
area, because I think raising the level of training of
the technicians is also part of this whole issue.Again,
if you are doing experiments, having good
technicians clearly is very helpful.

Q178 Chairman: Could we move now from schools
to nuclear power? When will the government
announce its plans regarding possible nuclear new
build?
Lord Sainsbury of Turville: The Energy Review’s
remit is to review the UK’s progress against the
medium and long-term Energy White Paper goals
and consider options for further steps to achieve
them. It is exploring aspects of energy supply and
demand focusing on policy measures beyond 2010.
On the supply side, we are examining the potential
role of a wide range of generating technologies,
including renewables, cleaner coal technologies, gas
and civil nuclear power. We are setting the
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enormous amount of evidence received in response
to the Energy Review consultation, and the Review
will report in the summer.

Q179 Dr Turner:When the Prime Minister said in a
recent speech that “nuclear power is back on the
agenda with a vengeance”, this gave some credence
to the views of many cynics that the Energy Review
was never more than a cloak to make a decision to
build new nuclear power stations. Is there any
substance to that? Has a decision been made? Has
the Review always been pre-determined in this
respect?
Lord Sainsbury of Turville: The Prime Minister only
reiterated what he said previously to the CBI, what
Malcolm Wicks has said throughout the Review,
and indeed what Alistair Darling has also said, that
nuclear power is an option which cannot be ignored.
I have to say that is rather a statement of the
obvious. He also, in that statement, put nuclear
power alongside renewables and energy eYciency as
options on the agenda. I do not think that is pre-
judging it. To say it is on the agenda is a statement
of the obvious.

Q180 Chairman: To be fair, there is a great deal of
diVerence between what the Prime Minister has
traditionally been saying, that wemust have a basket
of energy sources, and then saying it is back on the
agenda with a vengeance. “Vengeance” means a
little bit more than we are looking at this as a basket
of options.
Lord Sainsbury of Turville:No, what it means is this
is an area you have to take a decision on one way or
the other. To say we will not consider nuclear is, I
was going to say, ridiculous. Today, given the goals
we have for energy policy and the position of there
being a very considerable lack of predictability of
energy costs and sources and the great importance of
energy security, to say simply that it is on the agenda,
with a vengeance or not, is merely a statement of the
obvious. Across the world there is virtually no
country which is not looking at this question. If you
go toChina, they are looking at nuclear.Many other
countries such as America are looking at nuclear. To
say that we will not look at this as part of the Energy
Review would be extraordinary.

Q181 Dr Turner: It was the emphasis that the Prime
Minister gave, and people are very sensitive on this
issue as I am sure you are aware. It is the very large
technical issues that are involved in the decision for
or against new nuclear which is the important thing,
and one of them is the fact that in the past the
nuclear industry has been the recipient of massive
government subsidy in Britain. There is a very real
question mark as to whether new nuclear build
would be genuinely economic in the British
circumstance with our completely liberalised energy
market. We have heard from many diVerent
witnesses in diVerent Select Committees from the
nuclear industry on the fiscal questions, and it seems
fairly clear that some representatives of the nuclear
industry do want some government subsidy at some
point. The Government has quite rightly said no to

that. If they do not get subsidy, they say they can do
it but they will not guarantee long-term contracts, so
they either want subsidy or they want the market
bent in their favour. Are you aware of how the
Government sees the financial framework in which
investors would have to operate in nuclear power?
Lord Sainsbury of Turville: This seems to me exactly
what the Energy Review is looking at. These are
exactly the issues which basically come down to
three objectives: energy security, aVordable cost and
environmental impact. Do we allow nuclear to
compete as one of the energy sources to help us
achieve those three goals? That is what the Energy
Review is looking at. We will need to wait until we
have that review to see what they say about the cost
level and what they think is the framework within
which the nuclear industry should operate.

Q182 Chairman:Before you leave that question, will
the Energy Review actually answer Des’s question
about where will be the subsidies?
Lord Sainsbury of Turville: It will be looking at costs
and it will be looking at what is the fundamental
issue, which is should you allow nuclear to be one of
the options, and, if so, in what framework it should
operate. I think the Government has made it clear
that it has to be on a cost-equal basis to the other
energy sources. That is, as I say, what the Energy
Review is looking at.

Q183 Dr Turner:That does not quite answer my real
question. The Government has made it quite clear
upfront: no State subsidy. Can you state equally
clearly whether the nuclear industry would have to
sell its power through the liberalised energy market
without any assistance or whether, for instance, it
would have permanent access to the base load
supply, which is what a nuclear reactor needs to
make it economic because it needs to run flat out at
the highest possible load factor? If you did that, then
you would be denying other technologies access to
that supply. Can you be clear whether that sort of
arrangement is oV the board in just the same way
that subsidy is stated to be oV the board?
Lord Sainsbury of Turville: I hate to keep saying this
because it always seems so feeble, but this is what the
Energy Review is looking at. It has been given the
task of looking at these issues, and in spite of what
people think the decision of what it would be saying
has not been taken. It is a review to look at these
issues and advise theGovernment.When it produces
its report, we will know what it thinks are the
answers to these questions. We have to wait until
that report is produced before we can give the
answers.

Q184 Dr Turner: The possibility of the nuclear
industry having non-commercial terms of supply
which are not available to other suppliers is being
considered then?
Lord Sainsbury of Turville: No.

Q185 Dr Turner: That is the import of what you
are saying.
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Lord Sainsbury of Turville: What is being said is it
will have to do it on commercial terms. Exactly what
is meant by that has to be determined, but there is no
doubt that essentially the idea is that it would be on
commercial terms.

Q186 Dr Turner: Let us look at one of the other
major issues, which is nuclear waste. To the best of
my knowledge, and I am open to correction, nobody
anywhere in the world has an agreed and proven
method of dealing with high level nuclear waste.
How is this going to be taken into account in the
discussion in the review? There is not time to
produce, as I say, the agreed and proven method of
disposal before themiddle of July when the results of
the Energy Review are going to be announced. How
does the Government plan to deal with the waste
issue if it makes a positive decision for new nuclear
build?
Lord Sainsbury of Turville: That again is the role of
CoRWM, the Committee on Radioactive Waste
Management, which is due to publish its financial
recommendation in July and emerging finance work
published in April. That will be clearly an input into
the review.

Q187 Chairman: Are you happy with the CoRWM
process? There seems to be huge controversy about it
with people resigning, people rubbishing the interim
findings. You must be concerned.
Lord Sainsbury of Turville: I think it has been a very
long process.

Q188 Chairman: Is that a delicate way of saying you
agree with me?
Lord Sainsbury of Turville: No, it is just that it has
been a very long process to arrive at its conclusions,
but it has produced conclusions. The whole point of
having this lengthy procedure was to try and get all
the arguments firmly on the table, to have a very
significant amount of consultation so there could be
no doubt that what it recommended was the best
way. I hope we can still achieve that.

Q189DrTurner:We still have the basic problem that
none of the technologies are proven under the
circumstances in which they have to operate. The
Finns, for instance, have a highly detailed scheme;
they have wonderful geology for the purpose, a great
big stable lump of granite, but they do not have the
evidence to show that it will actually work, will
actually be safe and will actually contain for the
thousands of years that is needed. Theywill not have
evidence from laboratory studies until 2008, and
they are probably further down the line than anyone
anywhere. Do you not think it is remarkable that
after 50 years of operation of a technology such a
vital aspect of it is still undecided and unproven?We
have gone wrong, not just this government but for
the past 50 years we have failed miserably on this.
Lord Sainsbury of Turville: To go back over the
history of it, CoRWM was set up basically because
there was a proposal to deal with the waste under the
previous government, and the government at the last
moment ducked the decision on the basis there had

not been enough consultation and agreement on the
method. The result of this was CoRWM was set up,
which could not have had more consultation, and
even consulted on the consultation. I would hope
out of this we do now have clearly a view as to what
is the best way of dealing with this. Whether there
are still some people who feel there are risks
involved, I do not know, that will come out of their
report, but it should at least identify what most
people think is the best and sensible way forward.

Q190 Adam Afriyie: When do you realistically
expect new nuclear build to be actually providing
energy? What is the timescale?
Lord Sainsbury of Turville: That seems to depend
entirely on what other processes have to be gone
through in terms of White Papers, consultations,
planning permission, and so on. The actual time it
takes to build a nuclear power station today is about
four years. You will find that the various power
stations which are being built are taking about four
years. The Finnish station started in 2005 and is
expected to be operational in 2009.

Q191 Dr Turner: It is already nine months behind
schedule.
Lord Sainsbury of Turville:We are talking that kind
of timeframe. The really big time issue is what
processes you go through before that in terms of
planning. That again will depend onwhether you are
building it on the sites which already have nuclear
facilities on them or totally new sites.

Q192 Adam Afriyie: It is pretty much undeniable
that if new nuclear were commissioned or
recommended under the Energy Review
Commission, resources and attention would
probably move away from some of the other energy
forms. Would you agree that would be the case if
new nuclear went ahead?
Lord Sainsbury of Turville: No, I do not agree. I
think this debate always takes place in a framework
which is completely unrealistic. The reality is that in
new energy policy it is quite clear a diversity of
sources is absolutely essential to getting the best mix
to achieve the objective. You have three objectives.
You have a situation where it is extremely diYcult to
predict prices, costs or technologies of the diVerent
energy sources. What that says above all else is that
you need a diversity of sources. If you say that, it is
quite clear there is room for both nuclear and
renewables, and indeed gas and coal. The flexibility
between them is also essential.

Q193 Adam Afriyie: If there is a finite level of
resources, and a decision is made that a certain level
of one particular type of energy production is
desirable, either subsidising it or supporting it in
some way, then surely it is obvious that those
resources are not available for the forms types of
energy production?
Lord Sainsbury of Turville: I do not agree. The
position faced by energy generators will be very
similar to that faced by the country at large, which is
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that they will want to have access to diVerent energy
sources because of the unpredictability of which of
these will be the cheapest and best in the future.

Q194 Adam Afriyie: The resources that government
will be putting into energy are finite, I assume, unless
I am incorrect, that if resources are directed in one
direction they are not going in another direction.
Lord Sainsbury of Turville: This is not about
government resources but where the generators put
their resources.

Q195 Dr Turner: There is a fundamental point here
becausemany people are worried. Thoughwe accept
we need a range of technologies and a range of
energy sources, and that is fine, in terms of the
climate change we want the maximum CO2
reduction, but the question is can you, in practice,
have whatever benefits there are from nuclear and
renewables, or could we be faced with a situation
where it is actually and/or to a very large extent? The
very large investment needed in any given nuclear
unit—and to make it economic there would have to
be many units—is a massive investment which
would swallow an awful lot of investment capacity,
whereas renewables only need a few millions at a
time rather than billions but it would soak up
investment. It is already happening in the City I am
told bymy friends in the renewables world. They are
finding it diYcult to get investors to commit because
they are all waiting to see what happens to the
nuclear decision. That is a very real worry here. Do
you not see that?
Lord Sainsbury of Turville: No, because everyone
keeps arguing this, and this is why it is extremely
valuable to put this in a commercial framework.
You cannot argue at the same time that it is not
commercially viable to have nuclear and then say
that investment in nuclear will drive out all the other
sources. The answer is if you have a commercial
market people will take commercial decisions.
Almost without exception none of these energy
sources would you want to get above a certain level,
which again means that there is room for the other
energy sources. It is very diYcult to see how you
would get renewables in any timeframe above 20%.
Equally with nuclear we currently have about 20%,
and most people think in terms of replacing that. I
think a commercial framework is exactly the right
one, and you will see investment going in, which are
the commercially viable ones. I think generating
companies will do on their level the same as the
national level, which is to say they want a diversity
of supply because if they do not have that they may
get caught out very badly.

Q196 Chairman: On the next session, Lord
Sainsbury, you can ask Des Turner questions.
Moving on to strategic science provision, will the
Government reconsider its funding mechanisms for
university science departments?
Lord Sainsbury of Turville: In 2004 Charles Clarke
asked HEFCE to report whether intervention was
necessary to protect subjects of national strategic
importance. A group led by Professor Sir Gareth

Roberts reported in response to this in June 2005
recommending a target programme of support for
strategically important and vulnerable subjects. £46
million has been allocated since then to research
capacity in areas identified by the research councils,
with further funding to raise aspirations and
demand in STEM subjects. While the Government
is firmly committed to universities being allowed to
decide for themselves which courses they run, we
continue tomonitor the position of strategic subjects
closely. However, the main challenge for us all is to
interest more students in pursuing STEM subjects
and careers.

Q197 Dr Iddon: Are you satisfied that science
departments are fairly funded according to all the
sources from which they collect their funds at the
moment?
Lord Sainsbury of Turville: No. There are three key
issues here which perhaps do not get enough
attention. The attention has all gone on a particular
chemistry department closure and what is the role of
HEFCE in this. The three fundamental subjects are
do we have the right number of chemistry
departments; is it clear that 73 is too many or too
few?1 That is the first question. The second question
is are we happy that the money which goes to
chemistry departments for teaching fully covers the
cost of teaching, or is the reality that Vice
Chancellors are having to fund the teaching out of
research money and other money so that there is
always pressure on to close it? The third question is
how do we raise the level of the number of people
whowant to do chemistry, because there is not really
a shortage of places for those people who want to do
chemistry. Those seem to be the fundamental
questions. To answer your very specific question,
there is clearly still debate aboutwhether the funding
for science teaching in chemistry is at the right level.

Q198 Dr Iddon: Are you aware of the report
published by the Royal Society of Chemistry, a
study of the cost of chemistry departments in UK
universities?
Lord Sainsbury of Turville:Yes.What Iwas referring
to were various reports coming out where, in areas
like physics and chemistry, people are saying that the
cost for the teaching is not properly covered and we
need more information on that. The DfES is putting
in the TRAC system to get the costs on the teaching
subjects now aswell as the research subjects, but I do
not think they have at this point the evidence to be
able to say we are absolutely certain that we are
covering the cost properly.

Q199 Dr Iddon: It is not just the cost of teaching.
This report is on two 5 Star departments, one of
which is one of the best in the world I am told, two
grade 5 departments—these are RAE 2001 scores by
the way—three grade 4 departments, and one grade
3b department. The interesting thing is in figure 5 of
this report the two 5 Star departments were more in
the red than the other departments that were looked

1 Note by the witness: 73 refers to the number of Institutions
teaching chemistry.
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at, eight all together. Of course, the 5 Star
departments get quite a lot of the funding fromR&D
activities, from industry, from the research councils,
and so on. It is not just the fact that teaching is a
problem, this report suggests that the money is not
being put in either for the infrastructure or to
support the R&D activity in general in these eight
departments.
Lord Sainsbury of Turville: The diVerence is on the
research.We now have the TRAC systemwhich tells
us what the costs are, and we also have the full
economic costing system. If in these circumstances a
department gets into problems with its funding of
research, you have to say that this has something to
do with the way that the department has been run.
The whole point of the full economic cost system is
to say that university research departments should
knowwhat the cost of the research is, and if the grant
they are getting does not cover the full cost then they
have to know where they can use other funds, such
as QRmoney, to cover those overhead costs. That is
the point of the system. If that is not happening, then
it has something to do with the responsibility of that
research department. In the teaching issue, this is
more serious because I do not think we have a good
handle on what the costs are. It may be we are just
systematically under funding the teaching.

Q200 Dr Iddon: I know I have pressed you on this
before and I press you on it again. After all the
information that has been coming through in the last
few months, would you accept now that the change
to the 1.7 to 1 ratio between science and the arts and
humanities was a mistake and we should go back to
2 to 1 as it was previously?
Lord Sainsbury of Turville: My view would be
strongly that we really do now need proper costing
systems and to make judgments based on that.
Clearly in the context it is not clear we are covering
them properly. I have concerns about whether it was
right to make that decision.

Q201 Dr Iddon: You mentioned the closure of
chemistry departments, and the South and South-
East have suVered considerably in the last years.
When HEFCE were in front of us giving evidence a
fewmonths ago, they admitted they did not have the
power to intervene in the autonomyof universities to
prevent the closure of departments in regions where
those departments are seen by industry and
commerce to be essential. Do you think that
HEFCE should be given powers to intervene in the
closure of departments which are essential to the
economy in diVerent regions, and not just science
departments?

Q202 Chairman:Could I add to that, if not HEFCE,
do you think somebody else should be, particularly
in your own department?
Lord Sainsbury of Turville:No. I personally strongly
support the idea of the autonomy of universities in
this. If anything, we want to increase the
independence of universities and force them tomake
decisions about their research, and so on, on an
independent basis. This is where I would come back

to the question about the proper costing of teaching
courses. I believe if there is a flow of students coming
through and you receive proper funding for
teaching, then universities will provide those courses
because it is verymuch part of what a research-based
university should be about. Unless there was a really
extraordinary situation where there were a lot of
students coming through and no courses for them, I
do not think one should intervene.We are not in that
situation. There are 73 departments of chemistry
teaching students, so that is about 46 students a year
per university. It seems very diYcult to make a case
we have too few courses. The key issue is, are they
getting enough money for this teaching so they are
not under pressure to close the departments in order
to save money.

Q203 Adam Afriyie:What is the point of HEFCE if
it has no power to intervene?
Lord Sainsbury of Turville: HEFCE is there to
allocate the money to universities.

Q204 Adam Afriyie: It is just a funding mechanism.
Lord Sainsbury of Turville: It actually does rather
more than that. As awhole onewants to, if anything,
make HEFCE more about allocation of funds and
less about micro-managing of universities. If you
start saying “You, university, have to run this
course”, then you take away quite a bit of the
financial responsibility of the university for its own
finances.

Q205 Dr Iddon:We would challenge you on the 73
chemistry departments. There might be 73
departments teaching chemistry within them but
they are not chemistry departments. My figure
would be nearer 44 chemistry departments at the
moment, but we will leave that in the air.
Lord Sainsbury of Turville:My figure was simply the
Higher Education Statistics Agency figure. I agree it
is chemistry departments which have more than 20
students.

Q206Dr Iddon:Myfinal question is do you think the
government has an analysis of how many science
students from the diVerent disciplines that we have
to support our knowledge-based economy for the
next 10 years? Has any analysis been done by
consultation with industry on this figure?
Lord Sainsbury of Turville: I think the answer is no.
It is an incredibly diYcult figure to actually produce.
You have to remember that in most of the science
subjects the number of undergraduates or graduates
that then go into the subject area is on average about
60%. The problems are rather more specific to
particular subjects and particular parts of this, but I
think the answer is no. To be quite frank, to get a real
understanding of the number of people doing
science and how that is changing is also quite
diYcult, and that is why we produced a paper in the
oYce of Science and Innovation which tried to bring
some clarity to what was happening on the student
numbers. They are going up very fast on STEM
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subjects generally. The question is what is the
balance between the diVerent subjects, and is the
growth coming in the right places.

Q207 Chairman: I am very much aware you have
given us your allocated time but I wonder if I could
finally ask you about the PPARC Large Facilities
Council and when a decision on the future
arrangement for Large Facilities will be announced?
Lord Sainsbury of Turville: The consultation period
on whether to bring together the UK interests in
large scale research facilities under a single council

ended on the 16 June. We are analysing the
responses now and are looking to reach a decision
soon.

Q208 Chairman: What are the main messages
coming to you from the community?
Lord Sainsbury of Turville: We need to have
analysed all the responses, and as you would guess
quite a lot of responses came on 16 June which was
the end date. As a whole, there is quite a lot of
enthusiasm for bringing together PPARC and
CCLRC. That is as much as one can say at this
point.
Chairman:We thank you very much for this session.
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Q209 Chairman: Perhaps I could welcome you once
again to Science Question Time and the Science and
Technology Committee, Minister, and thank you
very much for giving us your time. Perhaps I could
alsowelcome a packed gallery thismorning. Perhaps
you are expecting something that we are not!
However, we are delighted to see you this morning.
It is always an interesting session. Minister, the first
report which the Committee did in terms of one of
its thematic approaches to looking at the Research
Councils was the issue of knowledge transfer.We are
grateful to you for the Government’s response,
which we received last week. Could I start by asking
you what discussions has the OSI had with the
Research Councils about improving their
performance in terms of knowledge transfer?
Lord Sainsbury of Turville: The OSI regularly
discusses with the Research Councils their
performance in relation to knowledge transfer, not
least through the performance management system.
This includes delivery plans for each of the Research
Councils in knowledge transfer, along with
quarterly and annual progress reports and six-
monthly bilaterals. Earlier this year, we
commissioned Peter Warry to examine how
Research Councils can demonstrate that they are
delivering a major increase in the economic impact
of their investments. This report, published in July
has been helpful and well received by the Research
Councils. RCUK’s Knowledge Transfer and
Economic Impact Group are finalising their action
plan to address the recommendations raised by both
the Select Committee and the Warry reports, and
this work will be led by Philip Esler, the Chief
Executive of the Arts and Humanities Research
Council.

Q210 Chairman: Thank you for that. Can we also
thank you very much for the positive response to the
report? We thought that it actually took the
argument on. One of the things that concerned us
somewhat during this inquiry was that the
Government clearly have a plethora of diVerent
mechanisms and funding mechanisms to support
and promote knowledge transfer, and some of them
were more eVective than others; but there seems to
be a lack of co-ordination between the various
groups which theGovernment were funding as far as
knowledge transfer was concerned. I wonder what
ideas you have for bringing that together as a more

concerted approach to this whole issue, which is
obviously crucially important to the British
economy.
Lord Sainsbury of Turville: You are right that there
are a number of diVerent mechanisms, but I think
that there should be. I think that the way to deal with
that is to be clear which bodies are required to do
what, and then also to make certain there is a
mechanism, largely through the Director General,
Science and Innovation, to make certain that
everyone is clear as to what their responsibilities are
and that any lack of clarity of that is sorted out and
dealt with.

Q211 Chairman: If we take one area, Minister—the
RDAs—weheard over and over again that therewas
a major disconnect between the work of the
Research Councils and the RDAs and the delivery
by the RDAs, if you like, of science and innovation
on the ground. Is that something you are aware of?
What could be done to make sure that, for instance,
the RDAs have the right capacity to be able to
deliver the science and innovation strategy on the
ground? Because they are interfacing with the small/
medium-sized companies.
Lord Sainsbury of Turville: I think that is exactly the
issue. The role of the Research Councils is one thing;
the role of the RDAs is quite a diVerent role. There
are issues about the extent to which RDAs have the
capacity to deliver science and innovation strategies
in their region. I think the way to tackle that is with
them directly, to make certain they do have the
capacity to do that. Perhaps a more important
interface is between the Technology Strategy Board
and the Regional Development Agency. I think that
is a rather more important relationship. There, I
think we need to task the Technology Strategy
Board with more of a leadership role, in terms of
where the technology opportunities and
involvements are.

Q212 Chairman: But in terms of the capacity in the
RDAs, that clearly seems to be missing in some of
the RDAs. Is that your responsibility? Is that OSI’s
responsibility? Is it DTI’s responsibility? Who
actually makes sure that is done?
Lord Sainsbury of Turville: It is a DTI responsibility
in the sense that RDAs report to the DTI. I think
that would be the route for having discussions with
them and taking that forward. It is clearly an area
that I, as Minister for Science and Innovation, am
very interested in and have taken an interest in.
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Q213 Margaret Moran: As our Chairman has just
said, I was very keen that we did this report because
I think that there is a need for urgency in tackling
some of the problems of co-ordination across the
various areaswhich supposedly have a responsibility
for knowledge transfer. Could you be specific about
what advantages you see the new RCUK
Knowledge Transfer and Economic Impact Group
having over its predecessor? There is no point in
moving things round the deck of the ship unless
there are some very specific and rather rapid
advantages.
Lord Sainsbury of Turville: I actually think that the
problem is to be clear about what the knowledge
transfer responsibilities of theResearchCouncils are
and to get greater clarity on that. That was what
would make a diVerence. I think it is useful to have
a co-ordinating body, but the real issue is to be clear
what they are supposed to do and for us then to task
them very clearly, through our management
performance system, to achieve those objectives.

Q214 Margaret Moran: As has been said, the
concern is that the number of stakeholders involved
in knowledge transfer, peripherally or otherwise, is
huge. Some did not see their role as particularly
central in knowledge transfer. How do you think we
can all assure that Research Councils really engage
with their stakeholders? Because that was one of the
major issues that emerged from the report. We are
very grateful for the positive response from the
report, but I think that the evidence of that
increasing engagement is still not there.
Lord Sainsbury of Turville: I think that you should
be clear. One of the issues about which there is a lack
of clarity is who is responsible for what. One of the
fundamental ways that we have organised this,
which is extremely important, is that universities—
on the basis of the funding they get from Research
Councils—are responsible for the knowledge
transfer of that. That is a fundamental principle. It
is copying what was the biggest change in American
organisation of research which led, many people
think, to the big change in America: which is that the
knowledge transfer is the responsibility of the body
which does the research, not of the funding body.
That is absolutely fundamental. That is why I do not
personallywant theResearchCouncils to spend a lot
of time worrying about the knowledge transfer from
universities. That is the universities’ responsibility.
What we have seen as a result of the incentives we
have given to the universities is a complete
transformation of university knowledge transfer; so
that, on any measure of knowledge transfer—
whether it is spin-oV companies, licence, patents,
work for industry—there has been a dramatic
change. That, frankly, should be allowed to get on
and continue on that path. There is perhaps a case
for them doing more, but the fact is that they have
transformed their performance and it is working
very well. That is why, in our answer to you, we have
been very clear about what the particular tasks are
that we expect Research Councils to do, and those
were set out on page 14 of our response.

Q215 Margaret Moran: Slightly oV the report but, I
think, very important—this is all about capturing
innovation and using that innovation. Have you, or
have you in collaboration with DTI, considered the
US model of procurement, which requires
innovation as part of that? Has there been any
discussion about it? It has been very impressive, very
influential, in the technology sector, has it not?
Lord Sainsbury of Turville: As you probably know,
there have been awhole series of government reports
which cover this subject—in fact rather too many
reports—and the issue is not the question of howyou
should do procurement. There are a lot of good
ideas; it is well known how you use procurement to
get innovation. The question is making this happen
in practice. We are having discussions at the
moment—in fact I am having discussions today—
about how you make certain that government
departments deliver on procurement and
innovation. But the issue is not how to do it. We all
know how to do it. You will see in the 2003
Innovation Report a long section about
procurement.

Q216 Dr Turner: The Knowledge Transfer Network
is intended to raise business awareness. How is it
going to do this?
Lord Sainsbury of Turville: I am sorry—the
knowledge transfer . . . ?

Q217 Dr Turner: The Knowledge Transfer
Network—to raise business awareness of what
university research centres have got to oVer?
Lord Sainsbury of Turville: We have the knowledge
transfer networks. We have a whole series of those
which, as you know, are run through theTechnology
Strategy Board, which cover things like bio-
processing, chemistry innovation, cyber-security,
food processing. These are essentially intermediate
organisations that bring industries and companies in
those particular areas together with a university or
group of universities. That has now been going for
five or six years and is proving very successful.

Q218 Dr Turner: We have been worried about
knowledge transfer and eVective innovation ever
since I have been a member of this Committee,
which is about 10 years. One of the biggest problems
has always been the great funding gap. As I am sure
you are aware, funding for start-up technology-
driven SMEs is practically missing here, in terms of
reasonable cost venture capital to see them through
before companies reach revenue point, whereas it is
totally diVerent in the States and in Germany. One
had hoped that the introduction of RDAs would
have helped to plug this gap. It has not. Do you have
any thoughts on howwe can tackle what is really the
biggest problem in innovation in Britain?Wewere in
Australia last week and we found it was exactly the
same there. That is where the real problem is. An
awful lot of companies, an awful lot of technology,
just do not get over the “Valley of Death”.
Lord Sainsbury of Turville: I think the answer to that
is that it is very rapidly changing in this country. As
you probably know, in the last two years there have
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been about 20 university spin-oVs which have gone
to market—IPOs. The value of those companies
today is about £1.3 billion, which is excellent news.
Of course, this fact has not escaped the attention of
the venture capital industry. There are a whole series
of particular venture capital companies who have in
fact done deals now with universities to help fund
any spin-oVs they have. In fact there was a company
which was called IPO, now called IPOGroup, which
has a whole list of universities it works with; there is
a whole list of companies it has funded and is
bringing to market. So I think that this situation has
been transformed. It has been transformed by the
success of the AIM market. That was spurred on,
not totally but slightly, by government tax changes.
The AIMmarket is doing extremely well now. If you
can take a company to the AIM market within five
years as a venture capitalist, that of course changes
the whole arithmetic of it and makes it much more
attractive. The fact that we are now getting spin-oVs,
exciting spin-oVs, from universities is the other side
of that. So the market in this case, with a little help
from government, is really beginning to work. If you
go round the country, you can see examples of this
happening all over the place.

Q219 Dr Turner: But there are still examples of
companies having major diYculties. Sorting out the
technologies is the easy bit; getting through funding
to revenue is still very, very diYcult.
Lord Sainsbury of Turville: It is still very diYcult, but
it is always a question of what is the quality of the
company. Now, increasingly, if you have good
companies they can begin to get the funding.

Q220 Chairman: Strategic science provision,
Minister. What recent discussions has the OSI had
on the impact of the current funding mechanisms on
science in universities?
Lord Sainsbury of Turville: In preparation for next
year’s Comprehensive Spending Review, OSI has
had a number of bilateral discussions with DfES,
Research Councils and Funding Councils regarding
science funding in universities. Discussions have
focused around the issues of long-term research
sustainability, full economic costs, science research
infrastructure funding, and continued knowledge
transfer, including under the Higher Education
Innovation Fund. Monitoring by both the Funding
and Research Councils has highlighted the smooth
implementation and success of the first year, of 80%
full economic costs. The recent independent study
by JM Consulting has also shown the success of the
shift in tackling the backlog of investment in
research infrastructure.

Q221 Dr Iddon: That is good news and I hope that
those discussions lead to some fruitful money for the
universities. We make no excuse, Lord Sainsbury,
for banging on about this because, as you know, the
Committee has been worried about the funding of
science in universities for some time. Both the Royal
Society of Chemistry—of which I am a Fellow, and
that is a declared interest of mine, incidentally—and
the Institute of Physics have in the last few months

produced these reports which are based on TRAC-
based costing data which has been supplied by the
Government—in one case eight chemistry
departments and, in the other, 10 physics
departments. It is clearly shown by these two reports
that there is a lack of funding for supporting
universities for hard science subjects. Therefore, my
question is this. Is the use of TRAC-based costing
data likely to lead to increases in science funding in
universities and to an alteration of the ratio, which
is now 1.7 sciences to arts and humanities, instead of
2, as it was formerly?
Lord Sainsbury of Turville: There are two diVerent
parts to this. There is the research funding and the
teaching funding. Because we now have TRAC data
on the research funding, we have a very good
position on that and it is pretty much fully funded. I
think that there is a real issue about the teaching of
science subjects and how well that is covered by the
funding fromHEFCE. It is essential that we get that
sorted out, because what it shows is that if you do
not have good research money to help you run a
chemistry department, the chemistry department, on
the basis of the teaching alone, may not survive.
That is why we have seen various closures.

Q222 Dr Turner: We have just been through the
near-miss of the chemistry department at Sussex;
there is a proposal for closing physics at Reading.
Are you aware of any other universities oVering
STEM subjects at present which are considering
closing departments?
Lord Sainsbury of Turville: Not that I know of.
However, I think this goes back to the previous
question. You have not asked the question why they
are doing that. It is a combination of the number of
students coming through but also, I suspect even
more importantly, this issue that the teachingmoney
will not cover a teaching department. So there are
two things we have to get right. We have to get the
costing of the teaching side right and we have to do
work—on which, as you know, we are doing a lot of
work—on how you increase the number of young
people doing, in particular, A-levels in science, who
will then go on and do it at university.

Q223 Dr Turner: It is very good that the
Government have identified STEM subjects and
recognised the importance of maintaining basic
sciences, but they have to do more than that and
make sure that, when there is a problem arising in
any given university, there is some active support
mechanism. One of the things which was notable
from the Sussex incident was the fact that HEFCE
was virtually unable to do anything. It was other
pressures which prevented that closure. If it had
been dependent on HEFCE to intervene and oVer
support to avoid it, it would have been a lost cause.
What are your feelings about what the government
should be doing to put, if you like, some muscle
behind their recognition of the need for STEM
subjects?
Lord Sainsbury of Turville: I think the answer is to
get the basic funding right. I think that we should try
to avoid, if possible, one-oV deals with particular
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universities. That will get us in a huge mess. There is
always the question of is the funding right, but also
is it eYciently run? If you start doing one-oV deals,
it would get into a real mess. The thing is to get the
basic funding right and then let the universities get
on with it.

Q224 Dr Harris: What is the earliest time at which
departments in universities can expect to see some
fruit of your view that the funding should be got
right, with the implication that it is not right at the
moment? Next year? The year after?
Lord Sainsbury of Turville: HEFCE are talking in
terms of having better information in 2007 on this.
It is then a question of what that information shows
and how fast they canmove on it. However, I totally
agree with you: we need to get on as fast as possible
with this.

Q225 Dr Harris: Reading is proposing to close its
physics department and the Government have told
us that they think that the supply of these subjects
should—and I quote from the Government’s
response to our last report on this—“ . . . be
ultimately driven by student and employer
demand”. It cannot mean surely that there is
employer demand for fewer physics graduates
coming out of Reading and the rest of the South
East? It does not seem to make sense.
Lord Sainsbury of Turville: You must be clear
between a situation where long-term you can have
real problems and the current situation. There is in
this context no problem about finding enough places
for people who want to do physics. The one issue is,
even here if you cut down the number of physics
departments, then there is no doubt in my mind
that—if you have good physics or chemistry
departments—by working with schools, local
schools, they can encourage the number of people to
come through. But in the strict sense of, “Are there
enough places in universities to cover for all the
students whowant to do physics or chemistry?”, that
is not a problem. Where we have had closures,
HEFCE has been able to increase the numbers at
nearby universities. So that is not a problem at this
stage.

Q226 Dr Harris: But that is student demand. One
could argue that if we are to increase the number of
STEM graduates needed just to fill the teaching
places, where we need qualified teachers, then
closing departments leads to a capacity problem.
You just do not have the capacity left to increase if
some other government policy suddenly produces
more graduates. I would like you to deal with that
and, secondly, the question of employer demand.
The inference is that there is employer demand for
media studies graduates, graduates in forensics and
music as a combined course, and not an employer
demand for physics and chemistry graduates; when
in fact, from everything we have heard, there is a
demand—from teaching if nothing else—for those
areas. So I do not understand why the Government

are not being proactive—more proactive, quicker—
in response to employer demand for STEM
graduates.
Lord Sainsbury of Turville: First, it is a capacity
question. As I think I have said, there is not a
capacity problem if the students come forward.
Secondly, we live in a free society and in a free
society, unlike the good old days in China, we
cannot tell students to do particular subjects. We
have to rely on the students to be motivated to do it.
So the way that you act on this is by dealing with
things particularly at schools. There are some real
problems whichwe have identified andwe are taking
action on, which are issues to do with the
qualification of the teachers; allowing the best pupils
to do triple science rather than double science, and
so on. This is how you can intervene in the system,
but we cannot tell people to do physics or chemistry
at universities.

Q227 Chairman: You can incentivise them,
Minister, surely? If you have a market—which the
Government clearly want in higher education and
they unashamedly say that there is a market—you,
of all people, know that how you activate themarket
is to incentivise things that people perhaps do not
want, but you want them, for the good of the
company or the good of the country, to take.
Lord Sainsbury of Turville: When you say
“incentivise”, if that means we give particular
bonuses to people who do physics and chemistry, I
think that this is always a rather double-edged
sword. It says, “Do this and we will give you more
money” but it also says, “There are problems about
people doing this subject”.
Chairman: But government policy says, “We will
give you more money if you want to teach science”.
That is the government policy.

Q228 Dr Harris: And it is still less money than
other subjects.
Lord Sainsbury of Turville: I think it works rather
well, because in those subjects you do have to
respond to the market. In those subjects—for
example if you are very good at physics—you can get
other jobs in the market. I think that having policies
which ignore themarkets in that context is nonsense.
So I am very keen that we have—and we do have—
more incentives for people to do physics teaching,
and we also now, as you can see, are developing
courses to train people who come in and help
biology specialists to be physics teachers. That is
rather diVerent from trying to get people to do
physics at university by giving them more money—
which, as I said, I think is a rather double-edged
sword.

Q229 Adam Afriyie: I have two brief questions.
From the evidence we have received here and from
my understanding of it, HEFCEdoes not havemuch
power. It seems to monitor what goes on in the
market and cajoles a bit, encourages a bit, and
makes a few observations, but it does not really do
very much. Are you happy with that situation?
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Lord Sainsbury of Turville: We have a very
fundamental principle which HEFCE operates,
which is that it does not dictate to a university which
subjects it teaches. I would be very reluctant to
change that principle, which I think is a good one.

Q230 Adam Afriyie: So is it basically left to market
forces, with a bit of advice from HEFCE?
Lord Sainsbury of Turville: No, it is left to the
decisions of individual universities to run their
aVairs independently, which I think is a principle we
all keep repeating.When it comes to the crunch, that
is the issue. Do you dictate to universities what they
should teach or do you allow that to be their own
decision?

Q231 Adam Afriyie: The second question is this. Do
you agree with the Institute of Physics that the use of
the TRAC-based costing data will lead to more
funding for physics? If that is the case, then who will
be losing funding?
Lord Sainsbury of Turville: My own guess is, as I
said, that science-based subjects as a whole, the
teaching of them, is under-funded. I think that there
has been some quite good evidence of that.

Q232 Adam Afriyie: Will there be more money
overall, so it does not matter that a bit more goes
to physics?
Lord Sainsbury of Turville: One would like to think
that, as part of the Comprehensive Spending
Review, this issue will be taken on board and that,
where there is further funding, it will be directed at
where the greatest need is—which I think is this
particular area.

Q233 Adam Afriyie: To be absolutely clear,
therefore, if there is no additional funding and
physics getsmore, then logically somewould have to
be taken away from elsewhere? Just logically?
Lord Sainsbury of Turville:Yes, that is mathematics.

Q234 Chairman: But “Minister promises more
funding for science teaching in universities” is an
excellent comment to come out of this morning.
Moving on—
Lord Sainsbury of Turville: I would not dream of
saying what the Treasury will do . . . !

Q235 Chairman: We will stop at that point!
Framework 7, Minister. What progress has been
made in negotiations on the EU Framework 7
Programme?
Lord Sainsbury of Turville: Progress continues to be
made in the Framework 7 negotiations, and a final
deal is expected in November, allowing for the
timely launch of this important Community
instrument. Despite some concern expressed that a
delay in concluding the Financial Perspective
negotiations could lead to a delay in the launch of
Framework 7, successive Presidencies have
maintained the momentum in the negotiations,
enabling the Council to agree a common position
text on both the nuclear and non-nuclear parts of the
Framework 7 Programme at the Competitiveness

Council on 25 September. This was a good
achievement, requiring the resolution of
longstanding and sensitive issues on human
embryonic stem cell and nuclear research. It is hoped
that a Presidency text based on these discussions will
be circulated for approval within the European
Council later this month, allowing for a Second
Reading deal with the European Parliament at the
end of November.

Q236 Bob Spink:Does it matter if there is a delay in
the launch, since Framework 7 seems to be not
fundamentally diVerent from Framework 6?
Lord Sainsbury of Turville: Yes, there always is,
because you have teams of people who are working
on particular project areas and are hoping that they
will be able to get continuing funding under a new
framework programme. If that is delayed, as it has
been in the past, then you will find that you have
teams of people who do not have the funding they
were expecting.

Q237 Bob Spink: Just looking at the finances of the
Framework 7 Programme, ƒ50,000 million is the
total. Of that, ƒ3,500 million will be going to nano-
sciences; ƒ4,180 million will be going to transport,
including aeronautics; information and
communication technology getsƒ9,110 million; and
the whole environment, including climate change,
gets ƒ1,900 million only—which is, by my
calculation, just a bit less than 4%of the total budget
dedicated to what is the greatest problem facing
mankind at the moment. Do you think this balance
is right?
Lord Sainsbury of Turville: I would have to say that
I am very surprised at the figures you give. My own
impression is that environmental issues have quite a
significant part in this, but I would have to check
those figures because I do not have them in mind.

Q238 Bob Spink: Let me add that there is also
ƒ2,300 million dedicated to energy and, I think,
ƒ2,750 million dedicated to nuclear, both of which
are greater than environmental and climate change
together. I would be delighted if you could write
back to the Committee on that, Lord Sainsbury, and
let us know what your views are. Finally, embryonic
stem cell research. Perhaps I could start by saying
that integration of international co-operation is a
key part—in fact, it is Part 1 of the four basic
premises of Framework 7—and we need to co-
operate with major institutions around the world on
embryonic stem cell research because of the
potential benefit this oVers mankind generally,
making sure that we push this technology forward as
quickly as possible.What stepswill be taken tomake
sure there is co-operation and collusion between the
Weissmann Institute, Harvard, MIT, and other key
institutions around the world that are doing stem
cell research?
Lord Sainsbury of Turville: I do not think that they
are a particularly significant part of the Framework
Programme; but of course we do give a lot of eVorts
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to international collaboration—there would be a lot
of collaboration taking place through the Medical
Research Council and BBSRC in these fields.

Q239 Bob Spink:Do you think that the programme
actually gets it right? I know that you supported the
agreement. Do you think that it gets the balance
right, in discouraging cloning and changes or
modifications to the human genetic heritage, whilst
at the same time promoting therapeutic stem cell
research, which oVers so much benefit to mankind?
Lord Sainsbury of Turville: I agree with you on the
cloning part of this but clearly, on the therapeutic
part, it is a compromise. It is a compromise because
this is a very diYcult subject for EU negotiation;
because you have some countries which are totally
opposed to it and some countries which, like
ourselves, are enthusiastic about it. The result is that
it is a compromise. It is a rather curious compromise
but it sort of works, in the sense that it says the actual
production of the stem cells will not be funded by
EU money but their use for research will be. That
was a rather good piece of negotiation to move this
subject forward, and enables us to get on with it.
Bob Spink: I congratulate you on your pragmatic
approach to this.

Q240Margaret Moran: Framework 7 recognises, as
we all do, that the involvement of SMEs inEuropean
research programmes is lamentable. Obviously, 15%
of the budget and measures towards simplification
are welcome, but do you really think that will make
a substantial diVerence? What do you want to see
out of that element in the programme?
Lord Sainsbury of Turville: I think we have a slightly
diVerent view on this issue from other people. I do
not think that it makes a lot of sense to try and push
SMEs into huge European partnerships. If you have
a huge European partnership which has 15 big
companies in them—like, say, Siemens—doing an
international project, it is not at all clear to me that
we want to encourage small companies with 100
people to participate in it. They simply do not have
the people or the resources to do that.

Q241 Margaret Moran: They might have the
innovation and the ideas.
Lord Sainsbury of Turville: They might, but it is
probably not going to be the most successful thing.
If they want to, they can. I am much keener to have
programmes which actually do what SMEs want to
do and aremore aimed at helping SMEs. I think that
we can set all sorts of targets for participation of
SMEs in big projects, but (a) it probably will not
work and (b) I am not even certain that it is the right
thing to do. However, there are programmes like
Eureka and so on, which small companies find
enormously attractive, andwe should domuchmore
to support those programmes and push them
forward.

Q242 Chairman: Our final section, Lord Sainsbury,
is the funding of science centres. We want to know
what arrangements have the DTI and the DfES
made for the future funding of science centres?

Lord Sainsbury of Turville: OYcials from the DTI
and the DfES have been having discussions about
the future funding and the role of the science centres
with ECSITE-UK, the umbrella body that
represents the Science and Discovery Centre
network. We are close to agreeing three-quarters of
a million pounds funding over the period 2006–08
for a proposal from ECSITE-UK which will lead to
the science centres pursuing innovative ways of
becoming financially viable without continuing
government support, and working together more
collaboratively.

Q243 Dr Harris: The Scottish Parliament has just
given £3.8 million to support five science centres, to
make them sustainable over the next two years.
What you have just talked about is welcome, but is
only three-quarters of a million to be spread over 30
science centres in the non-Scottish parts of the UK.
Many of us are used to Scots getting a good deal, but
that seems to be a disproportionately poor treatment
by the UK Government of English and Welsh
science centres compared to the Scots, does it not?
Lord Sainsbury of Turville: I think that you have to
understand the history of this. Quite a few of these,
the main ones, came out of the Millennium
Commission. They were funded simply with capital
by the Millennium Commission, without any
revenue streams being provided and on some
projections for future revenues which were
extremely optimistic, bordering on fantasy, I think,
in many cases. As a result of that, there have been a
number which simply could not survive. There are
others which are on the borderline. Because we think
that it would be a hugewaste of publicmoney if these
centres were allowed to disappear, we have taken
action to try and provide them with funding on a
transitional basis to get them to a properly funded
basis; but it is hard work, while they find other
sources of finance.

Q244 Dr Harris: Let us talk about medium to long-
term public funding.Museums—those arty things—
do get public funding, because they could never be
felt to be self-sustaining by charging fees. It would go
against government policy for museums to be
charging entry fees and hope to cope that way. Why
is it that science centres which, if anything, have for
the UK economy arguably an even greater virtue in
terms of what they deliver to the public in terms of
engagement, educational activities, exciting young
people in particular—why are they less deserving,
much less deserving, infinitely less deserving of long-
term public funding in the Government’s view so far
than arty things?
Lord Sainsbury of Turville: I do not think that it is a
question of arty versus science subjects.

Q245 Dr Harris: It is.
Lord Sainsbury of Turville: It is a question of, given
limited resources for work on promoting science and
engineering, which are the best ways to do it? We
have a whole series of programmes which I think are
extremely important in this area. We have science
and engineering ambassadors; we have 13,000



3205121005 Page Type [E] 29-03-07 21:10:47 Pag Table: COENEW PPSysB Unit: PAG1

Ev 40 Science and Technology Committee: Evidence

18 October 2006 Lord Sainsbury of Turville

young people now going round to schools; we have
the nine Regional Science Learning Centres, which
are extremely important in this whole field of CPD
for teachers—which is another key part of this. As
you know, we announced in March Next Steps that
we would have 250 science clubs. My own judgment
is that these ways of spending government money
are a better way and more targeted on what we want
to achieve than the Science Learning Centres; and I
say that as someone who for 20 years has supported
Science Learning Centres. However, you have to
make choices.

Q246 Dr Harris: When they were set up, did the
Government say to the Millennium Commission,
“These are fantasy projections of viability you are
doing. Don’t do it” or “Don’t rely on us. This is not
sustainable”? Or are you being—you are wise—but
are you being wise after the event? It is rather
depressing news for the science centres, who feel they
have done a good job, and in the absence of any
independent evaluation of whether they are doing as
good a job as all the things you have just listed.
Lord Sainsbury of Turville: Part of the money we are
giving them will be used for an independent
assessment of what job they are doing. As far as
what the Government said at the time they were set
up, I cannot be certain about this. I think that the
Government did not say anything, because they
regarded this as being the responsibility of the
Millennium Commission and the people it was
setting up. I am sure that they did not say, “This is a
good thing. We should go ahead with it”. It was
simply left to the Millennium Commission, on this
and other, arty subjects as well.

Q247 Dr Harris: Finally, would you consider
discussing with your Scottish colleagues what
virtues they saw in the support they are giving, to see
if they have some insights that might be applicable
south of the border?
Lord Sainsbury of Turville: Can I suggest that, from
my having looked at this, there are two issues here?
One is the eVectiveness of them; the other is the
extent to which the basis on which they were set up
was more or less optimistic than the English ones.

Q248 Chairman:We will take that as a “No”.
Lord Sainsbury of Turville: Probably that is right!

Q249 Dr Iddon: I am a patron of the Catalyst
Museum, which you kindly visited the other day. I
am also chairman of the Bolton Technical
Innovation Centre. So this question is pertinent to
one of my areas of operation. I can tell you, Lord
Sainsbury, the money is there but the people who
run these centres have to go scurrying all over the
place to get it. It is all short-termmoney and itmakes
running the centres extremely diYcult. The money
comes from the DCMS, the DfES, the DTI, the
Regional Development Agency, the Millennium
Commission, and so on. My question to you this
morning is this. Would you consider in future—
because you have mentioned some transitional
arrangements, which are very welcome, particularly
to me—doing a whole review of this area of activity,
measuring the eVectiveness of these centres and
bringing all this money together to fund them in a
proper manner, if we feel that they are worth
running into the future?
Lord Sainsbury of Turville: I think that it probably is
an area that at some point we should have a look at
and see whether it can all be brought together in one
place; but I think you should realise how diYcult it
is, with our system of government, to get money out
of all the individual departments and put them into
one place. This is not the only place where we have
the situation where you can only fund things by
getting money from diVerent pockets. You may find
that diYcult, but I have to say to you that I find it
equally diYcult as a minister: that when I want to do
something I often have to go to three or four
diVerent places to get the money.

Q250 Dr Iddon: Can I leave you with this thought?
That it would be an excellent example of joined-up
government if that were possible.
Lord Sainsbury of Turville: I will take that point on
board.

Q251 Chairman: And we have your assurance that
you will do it. You say yes to this question?
Lord Sainsbury of Turville:We will certainly look at
whether there is a case for doing this, as part of the
Comprehensive Spending Review.
Chairman: On that very optimistic note, may we
thank you again, Minister, for giving us your time?
Thank you very much indeed.
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Q252 Chairman:Good morning, and good morning
to you,Minister.Welcome for your first appearance,
and can we congratulate you on your appointment
as Minister for Science. In particular, could we
thank you for agreeing to continue with Science
Question Time. We are very grateful to you for that
and we wanted to put that on record. Could we
welcome again, too, an old friend of the Committee,
Professor Sir Keith O’Nions. I gather you have had
a slightly diYcult journey this morning.
Professor Sir Keith O’Nions:Yes, and I would say to
Evan Harris that our campaign to improve the train
services from Oxford has only been partially
successful!

Q253 Chairman: Welcome. Minister, in your first
speech as ScienceMinister you referred to the role of
science involved in the knowledge economy and the
knowledge democracy. What is your vision for the
role of science in society, and what practical
implications will that have for the vision?
Malcolm Wicks: Chairman, good morning to you,
and colleagues. As you recall I came before the
Committee wearing my hat as Energy Minister on
one occasion, so something of a warm-up talking
about nuclear energy and so on, and it is a pleasure
to be here. It seems tome obvious that one can argue
rationally that science is important and always has
been to this country and our planet, by definition,
but I think, to use the overused term, “my vision” is
one where science and the application of science,
innovation, starts to move centre stage in economies
like the United Kingdom. If I recall my Latin, and
my Latin master is not here to check, the Latin word
for knowledge is “scientia”, and so I think when we
talk, as we increasingly do, rightly, about the need
for Britain to become a knowledge economy, in
some respects what we are saying is that science and
innovation has to be centre-stage to Britain’s
economic future. Also, incidentally, it needs to
impact more on not just the economy but other
sectors like the welfare state, social policy and so on.
Now I think the good news is, although we should
not be complacent, that the UK happens to be very
good at science, and I see part of my role—and I
suspect part of yours, sir—being to trumpet that
rather more. We need to remind our people that we
are very good at science. Traditionally the argument
has always been we have not been so good at the
application: others have often done that better—the
Japanese, the South Koreans, et cetera. I think that
is becoming a slightly old-fashioned story, now,

although, I repeat, I am not complacent, we need to
do a lot more, and I am impressed two months or so
into the job with just how well we are beginning to
do in application with technology strategy boards,
knowledge transfer networks and so on. So I want to
see science centre-stage. Now, you picked up the
phrase I use, maybe slightly pretentiously, talking
about a need for “knowledge democracy”.

Q254 Chairman: Yes. What do you mean by that?
Malcolm Wicks: What I meant by that is first, if we
are going to maintain and improve our position in
terms of science and innovation we need more
people in society who are skilled at science, so I was
partly thinking about skills and the education
agenda and I want to work closely with colleagues in
the Department for Education and Skills on that,
but I also meant that given that many of the crucial
issues facing us in Britain and Europe and, indeed,
globally have a very important science dimension—
global warming/climate change which I learned a lot
about in my former post, some of the new
technologies, some of the controversies around
energy and the future, andwe have discussed nuclear
before, some of the big issues around
pharmaceuticals and medicine, some of the ethical
issues about stem cell research and so on, the way we
can use science and technology to help us be more
secure in a very insecure world, how we tackle the
age old problems of a lack of pure water, and
hunger, in places like Africa. Science is central to
these, and it seems to me that, if you like, it is too
important to leave to the scientists or elites who
know about these things. We need a more
knowledgeable democracy if we are to make the
right decisions and get the balance right between
what science can oVer and public policy concerns
and some of the moral issues.

Q255 Chairman:You seem to be indicating in terms
of your vision as the Science Minister that you will
not be concentrating perhaps as much on the
knowledge economy and using OSI very much as an
economic driver but, in fact, broadening that remit.
Is that a fair analysis?
Malcolm Wicks: It is early days, as it were, and I am
still listening and learning. I do not think it is about
taking our eye oV the economic ball. The knowledge
economy, the way in which science and innovation
can drive our economy and our service sector
manufacturing is absolutely vital, and although you
can point to many good examples there are still
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sectors of industry and businesses, often small ones,
where innovation is not at present the name of the
game, so that is a major focus, and it is no surprise
that the Chancellor talks a great deal now about
science and innovation when he is talking about the
future of our economy. It seems to me as a
newcomer, however, that this is not just about the
economy or just about business but about the
application of science in, for example, the National
Health Service and, I suspect, other areas of social
policy, which may—and I need to learn about this—
have been neglected by what science and technology
has to oVer.

Q256 Chairman: So would you expect some changes
in OSI to reflect that broadening agenda?
Malcolm Wicks: I think it is too soon to talk about
changes. What I would say is that I think I want to
open up dialogue and conversations with some
departments and some sectors which we may not
have had so many discussions with in the past.

Q257 Chairman: Now, Lord Sainsbury has moved
now to a new role with his review of science across
government. How do you fit into that, or is he still
the spectre at the feast?
MalcolmWicks:He remains a greatman at the feast.
People tell me every day what a diYcult act he is to
follow—and I thank him for that!—but truly I think
it is important that we use his experience, and I was
genuinely very pleased when I heard the Chancellor
and the two Secretaries of State had asked him to
undertake this work coming up to the CSR. It is an
important remit, in any case, to advise the
Chancellor and senior colleagues on this aspect of
science and innovation and, frankly, it makes use of
a great deal of experience.

Q258Chairman:But clearly you are aware that there
have been some rather derogatory comments made
that, in fact, Lord Sainsbury is continuing to run
science from the Treasury. How do you stake your
own claim when he has access to the Chancellor,
where all the power is—allegedly?
Malcolm Wicks: We will not discuss where power is
located—

Q259 Chairman: But you are happy with that
relationship?
Malcolm Wicks: I am very relaxed about that
relationship. Of course I am. This is central, as we
were discussing a few minutes ago, to the
Government’s agenda and I would have been
disappointed, frankly, if we had not been able to
make use of David Sainsbury’s experience in this
crucial period. It is a very relaxed relationship. We
have discussed the review, and we will discuss it
again.

Q260 Dr Turner: Can I change the topic slightly?
You have already made a passing reference to stem
cell research and that is one of the shining lights in
the British scientific picture at the moment. Do you
have a view on whether the decision of the HFEA
not at present to license the creation of chimera

embryoes for purely research purposes is likely to
undermine that? Do you have a personal view on
stem cell research and your role as Science Minister
in influencing it?
MalcolmWicks: I think where we are at the moment
is that the regulatory body, the Human Fertility and
Embryology Authority, are conducting work; they
are absolutely the right body to lead that public
debate on a very important issue; they have the track
record to do that. We need to engage scientific
opinion; we need to get the best evidence about the
potentiality of this newer form of stem cell research
and yes, we need to engage a well-informed public
opinion inwhat is proving to be a controversial area.
More generally the Government, Britain, is of
course enthusiastically committed to stem cell
research. We are a world leader in this field: it helps
us to enhance our reputation as a good place to do
science, and the potentiality is obviously enormous.
None of us I do not think could put a time period on
it, but I sense we are within touching distance,
historically, through science such as stem cell to
tackle some of the most debilitating conditions that
aVect hundreds and hundreds of thousands of
people in this country alone and which are a feature
of most extended families. So I want to see stem cell
research continue; we need to get the best scientific
opinion on that; and, as I say, we needwell-informed
public debate. Well-informed public debate is not
always the same, of course, as just seeing one lobby
coming at you and having a well-organised
campaign, so I emphasise a well-informed, rational
public debate about this important area.

Q261 Dr Harris: I have one question on this subject.
We are conducting an inquiry and I hope your
Department, because of the relevance to innovation
and the future of the health of the sector and inward
investment, would consider providing evidence on
that aspect of not necessarily the policy but the
impact of the policy to us, but can you comment on
the impact that there would be, regardless of the
merits of the policy decision, on bioscience in this
country and investment and the place where we
would like to be, or DTI has previously said we
would like to be, in respect of a good place to do this
research, from a negative outcome, whether that be
delay or a ban on this sort of stem cell research?
Regardless of the merits of the policy, do you see
that there is an impact on investment?
Malcolm Wicks: If I was not aware already, and I
think I was, I became very well aware of our being a
centre of excellence when a leading institute in
California came to see me and told me just that, that
because ofGovernor Schwarzenegger’smore liberal,
rational approach, they wanted to collaborate with
British researchers because we are so good at this.
Now, you asked me to comment notwithstanding
the merits but the merits, it seems to me, are
important, are they not, because if this is a useful line
of scientific inquiry, using these hybrids, then we
should do it. Now, I must not fall into the trap, and
I am not equipped to, of suddenly making out I am
an expert in all aspects of science that I am asked
about, and I am certainly nowhere near that in this
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area. We need now a period of quiet reflection, I do
not think that needs to take too long, however,
where we get the best scientific views on this and, as
I say, we engage public debate, but I want to see
Britain maintain its position as a global centre of
excellence in terms of stem cell research. If certain
lines of enquiry are not pursued that has to be on
rational scientific grounds; it must not be for other
factors which lack rationality.

Q262 Graham Stringer: I do not want to push this
too far because we are having an inquiry on it, but
your answer is really in two parts—that we have to
take the public with us on these issues and we also
require more scientific evidence. I am rather
sceptical about the last point, Minister. Do you
really think that we are short of evidence as to
whether to continue with this research on chimeras
at the present time, or is it the weight of public
debate that is really pressing?
Malcolm Wicks: A great debate is starting and
leading scientists and others are writing to the
newspapers and putting forward their views. I think
we need this period of quieter reflection now so that
the regulatory authority can assess the overall
weight of scientific opinion and look at anyone
dissenting from some of the views that we have
heard, so I think that is genuinely required in this,
but public opinion is also important. I am confident
that, when presented with appropriate evidence
about climate change or other things one can think
of, which can be very controversial territory, the
need for animal experimentation in carefully
regulated territories, when presented with proper
evidence one can win over public opinion to
whatever seems appropriate based on the science,
and I have some confidence about this.

Q263 Bob Spink: There are three key factors that
make us a centre of excellence in the world on stem
cell. One is the welfare stem cell bank, and we have
a number of American lines in that bank; another
one is, of course, the regulatory framework, which is
ethically based but flexible and sensible and rational
andwemust do nothing to damage that, and it seems
we are taking a step back on that at the moment or
considering that which is very worrying to us; and
the third is, of course, the excellence of the people
who work in stem cell research in this country.What
are you doing, Minister, to make sure we get pushed
forward into the public view the lobby groups
representing those millions of people around the
world who suVer from these very debilitating
diseases, like childhood diabetes and other
degenerative diseases, so they can help to change
public opinion because they have done that very
successfully in America—better than the politicians
or scientists could ever do.
Malcolm Wicks: I must not repeat myself too much
but I think that is what I mean by “well-informed
public debate”. Public policy should never be
determined by the equivalent of a Radio 4 Today
poll where “allegedly”, as they say on these
occasions, lobbies can put in the votes to fix the
result, and I think most of us as politicians can see a

lobby coming from a mile away, can we not? You
have mentioned other groups that will likely have a
diVerent perspective on diVerent areas of research,
and it is important that they can present their views.
Now, I have to be careful, Chairman, because
Department of Health appropriately lead on this
aspect of it but clearly, as it were coming from the
Science Ministry, the DTI, we will be fully involved
in these discussions and I will be having discussions
with my opposite numbers in the Department of
Health.
Chairman:We are very pleased to hear that, because
we do feel this is an issue of science at the end of
the day.

Q264 Dr Turner: We had the pleasure yesterday of
witnessing some of this stem cell research in progress
at one of our leading public sector research
establishments, and OSI last year conducted a
survey of the sustainability of public sector research
establishments which suggests that there was serious
concern about the future of some of these research
institutes. What responsibility as the Minister do
you feel for the future of public sector research
establishments and their role in the future of
British science?
Malcolm Wicks: I am just wondering if you are
thinking about any particular establishment?

Q265 Dr Turner: I might be, but it is intended as a
question of general principle.
Malcolm Wicks: Yes. Clearly much of the research
that government enables, and we know we are now
spending a good deal of money on science compared
with where we used to be, is spent perfectly
appropriately at arm’s length through the research
councils, the MRC and the rest, and through the
universities, and that is absolutely appropriate. In
terms of closer-to-home public sector institutes,
would you mind, Mr Willis, if I asked Sir Keith to
tackle that?

Q266 Chairman: No, because I think Sir Keith
knows the particular institutes that we are most
concerned about.
Professor Sir Keith O’Nions: If you would like to
name the institute I will use fewer words.

Q267 Dr Turner: There are two institutes
immediately that come to mind, the NERC CEH
Institute, and NIMR for the MRC.
Professor Sir Keith O’Nions: The general statement
is thatOSI, of course, has a responsibility for gaining
evidence—and I will not say very much, we had a
long conversation recently—on the sustainability of
public sector research establishments within
government. The two that you particularly mention
we have an ownership of in DTI. CEH, Centre for
Ecology and Hydrology is a NERC institute and
NIMR, of course, is a Medical Research Council
institute. My advice to theMinister on both of these
is that they are key institutes; they undertake
research that is appropriate for a public sector
research establishment. With the CEH restructuring
funds were provided to NERC to reach
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international excellence, which is the benchmark,
and I believe that is well on track.With NIMR there
is a pencilled-in commitment to invest in sustaining
that as a world class institute. To repeat what I said
a few weeks ago, we are awaiting the business case
and the value for money case on options in the
normal way, but my advice to theMinister is that we
maintain a very high commitment to both of these
institutes; I think they are crucial to the future of the
science programme.

Q268GrahamStringer: I think it was lastmonth you
said that this country used to be Third Division
North when it came to the application of
knowledge—
Malcolm Wicks: I should have said Third Division
South, sir, should I not!

Q269 Graham Stringer:Where do you think we are
now? I am not sure what sort of historical
perspective you were using, whether it was the
early 1960s—
Malcolm Wicks: On innovation?

Q270 Graham Stringer: On the application of
science.
MalcolmWicks: It is very diYcult, is it not, to pursue
the football comparisons. I think we are certainly
now in the premiership league, but I do not think we
are yet Chelsea or Manchester United.

Q271 Graham Stringer: So the bottom half of the
premiership?
Malcolm Wicks: Yes, but I think we are the one to
watch and we use global players where necessary! I
cannot quite put a position on it but my sense is, as
I said earlier when the Chairman asked me, that—
and it is becoming an old story—Britain is the place
that is good at science but not its application. You
only have to look, as you know, at some of the spin-
out companies, the commercial companies being
established in our universities. That used to be very
rare, and more and more of those are being
developed. I saw that at the University of Surrey
recently with their company on small satellites. The
establishment of the Technology Strategy Board
with a budget to pursue innovation; the Treasury’s
commitment to R&D, the tax credits, et cetera—all
of those things show that we aremoving ahead really
pretty well at the moment.

Q272GrahamStringer: Is there anything else thatwe
should do as a government, as a country, to become
Manchester United?
Malcolm Wicks: Or Arsenal?

Q273 Chairman: And is Sir Keith the special one?
Malcolm Wicks: The Technology Strategy Board
has been there for a while but now it is becoming an
executive board, and I think that is institutionally a
major step in the right direction. We have to find
ways of talking about R&D in the sectors which are
not taking it seriously at the moment. I suppose that
is a broad generalisation but some of the top 100
companies take it seriously, some of the smaller ones

do not, so how dowe get R&D innovation into some
of the smaller and medium-sized companies? I think
there is another aspect to this, by the way, which is
slightly diVerent, which is what concept of R&D do
we have in some of the service sectors, because most
of us would recognise R&D if we went to an
engineering company or aerospace company, we
would know what it looked like, but given that 80%
of the economy is now in the service sector, and
many of those service sectors are excellent—retail,
financial services, music, advertising, world
leaders—what does R&D look like there and are we
measuring it? Are we doing ourselves no favours by
not measuring some of the R&D that makes some of
those service sectors excellent?

Q274 Graham Stringer: Is departmental structure
going to be helpful in improving our situation? You
are stuck, locked in the middle of the DTI, science
has been in diVerent departments.Would it be better
if it was a free standing department? Gordon Brown
has been heavily leaked as saying he will set up a free
standing science department. Will that help? Is it a
good idea?
MalcolmWicks: I do not consider myself, nor domy
colleagues, and I can speak for them I am sure,
stuck, “locked” in the DTI. We are in a warm
embrace in theDTI, and evenmore seriously, clearly
I do not have to preach to you, Mr Stringer, about
the links between science, technology and trade and
industry. There is obviously a fit there. But I do think
these issues about, in a sense, how we slice up the
cake of governance are ones which Alastair Darling
was saying to the Committee you can argue to and
fro. I do not think there is ever an absolutely perfect
right answer and that is true with most of the
ministries I have had some involvement with. So, to
use the hackneyed expression, “we are where we
are”, and it will be up to the PrimeMinister whoever
he or she might be in the future, to make judgments
about that.

Q275 Graham Stringer: While we are on the DTI,
what role do you see for regional development
agencies in encouraging and enabling technology
transfer, particularly in the regions? Because I think
there is a spatial problem in this country about
where research and science is located. Are regional
development agencies important?
MalcolmWicks: I think they are very important and
I think that question reminds us all that while you
have a lead ministry on these issues these questions
about science and application innovation are not
niche commodities. They are a range of institutions
and we need to take them very seriously, starting in
our schools, the sector skills councils, the learning
and skills councils and then you hit on the important
regional dimension. Clearly, by definition, it will be
the RDA that best understands its part of the
country, its economic base, what the future trends
are likely to be, and where there is a need to push
things on. It will be the RDA that understands
businesses and service sectors in that area, so it is
important that regional development agencies have
this role.
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Q276 Graham Stringer: Is there anything more that
your section in the DTI can do to improve this?
Could the relationship between regional
development agencies and science and research be
improved?
Malcolm Wicks: I am sure it could, but would you
mind if I turn to Sir Keith at this stage? It may not
be orthodox but I do not think I want to pretend
after eight weeks that I have totally become the
expert.
Professor Sir Keith O’Nions: I agree totally with the
Minister’s response to you.All I would add is to look
at the trend. RDAs do now play a very big role in a
regional context, and an increasing role, and that is
not only true of the North West and the North East
which have got larger finances but all of them.
Without question there is a bigger role that they can
play and, I think, wish to play, and some of that will
depend I think on how their finances are structured
and what remit they are given into the future, but
they are an extremely important part of what we are
doing. Let me give you one example. The
Technology Strategy Board recently launched its
first innovation platform on intelligent transport,
and this is in the area of national challenge type
funding, which I think is going to be a very exciting
way forward for the Technology Strategy Board.
The contributors to the pot were DTI, Department
for Transport, SouthEastDevelopmentAgency and
a research council. We are seeing more and more
situations where the regional development agencies
are moving alongside and really adding value, so I
think it is a very rapidly changing situation.
Malcolm Wicks: I would only add that, given the
importance of the university in this story,
particularly, as I say, as more and more universities
have spin-out commercial companies often still
located within the university, the RDA has a
particular role to play in engaging with universities
to make sure that the economic opportunities for
universities are seized.

Q277 Graham Stringer:Minister, you are clearly an
enthusiast for science and science education, using
science to grow the economy and innovate. What do
you say to those commentators who fundamentally
disagreewith your position—which ismy position as
well, as it happens? I am talking about people like
Simon Jenkins, who say that probably the most
scientificallywell-educated, literate country in recent
times is the Soviet Union but actually they were
hopeless at innovation and science transfer, and we
are spending rather too much time, energy and
money, worrying about scientific literacy. What
would you say to people like that?
Malcolm Wicks: I think I would say that they are
wrong, and I would want to explain what you
understand, as I do, about globalisation, that the
winners or the losers economically in the future are
very much about how we embrace science and
innovation; that we have to add value to our
manufacturing products to compete globally; that
we have to add value to our service structure, and in
all sorts of ways that involves good science including
basic, pure research, but also increasingly its

application and its innovation, and if we are to do
that, more of our labour force needs to be not just
scientifically literate but scientifically skilled at a
range of levels, post-doctoral but also at the
technician levels; there is a huge agenda about
education which this Committee will be very
familiar with; and I think it does relate to what I
called perhaps rather pretentiously the need for a
knowledge democracy, so we take the public with us
in recognising where we are going as an economy
and what kinds of strengths we need to develop and
what skills our people require.

Q278 Dr Turner: Just quickly coming back to
innovation, since my time on the Committee a lot
more eVort has gone into improving the British
record on innovation but still one outstanding
problem remains for spin-out technology companies
on development which is that the British venture
capital industry will not invest until the product is
just about staring them in the face and they can see
the bottom line in the black, so these companies have
to cross what is commonly known as the “valley of
death”. Do you feel in any position to encourage
moves in theDTI to improve the capital situation for
these nascent companies?
Malcolm Wicks: I am certainly familiar with the
concept of the valley of death. Youwill recall that we
discussed this, Dr Turner, when I was Energy
Minister, given your interest in some of the marine
technologies, howwe enhance wave and tidal power,
and how we have very good but often quite small,
quite fragile companies in the UK, and in that
particular area, of course, my department in theDTI
are quite significant funders to enable those ideas to
move to the application stage and I think that is
looking relatively successful. So there is certainly a
need for funding of that kind. I think the R&D tax
credits regime is very relevant to this and I think, Sir
Keith, the new Technology Board is also, is it not?
Professor Sir Keith O’Nions: Very much so. This
issue of venture capital and early stage investment is
important. I think I have said before anecdotally
that this is improving, and I think we are all looking
forward to the Sainsbury Review. The published
terms of reference of that and the items he wanted to
look at show that he is going to visit that area of
venture capital, and I think it will be helpful to us to
see what he discovers in his conversations with that.

Q279 Adam Afriyie: I would like to focus on the re-
organisation that led to the creation of the OYce of
Science and Innovation, and I think Sir Brian
Bender announced on 28 February 2006 that this
review had taken place, and it was a surprise to the
Chairman and a surprise to us that the review had
taken place, and there was an outcome to this review
when there was not an oYcial announcement of the
review. My question to you in your first couple of
months in the job is what feedback have you had on
the creation of the OSI, on the reorganisation, and
do you regard it as a success based on that feedback
from the scientific community?
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Malcolm Wicks: This is a little bit like the earlier
question about where should theMinistry of Science
be located; there is obviously a debate here but I
think the feedback I am getting from people in
business in particular is that it is important, and
some would argue vital, that science and innovation
are located together and, as it were, hang together
for the reasons we have been discussing, and I am
certainly impressed as a new Minister in this section
of the Department by the commitment of all the
colleagues in OSI, not only to science but to the
innovation agenda, so I feel very relaxed about this.
In some respects, and Sir Keith will give a view, it is
still relatively early days, but I do think with the
Technology Strategy Board which we have
mentioned once or twice we are seeing important
developments already. Could I ask Sir Keith to add
to that?
Professor Sir KeithO’Nions:You soughtmyopinion
on this fairly soon after OSI was created and it is my
job to be positive about it. Having said that, I am
extremely positive about it, and I think there are
some really tangible benefits. Given the
juxtaposition of the business defined technology
strategy opportunities and the more scientifically
defined opportunities in the science base, shaping
that whole from basic research through to its
application and take-up in business is an easier task
to pull oV, and also it is enabling us to focus in the
innovation area on some issues which have not
received focus from within DTI to the extent that
maybe they should have in the past. That is things
like the relationship of intellectual property and
patents, and metrology, which translates as the
National Measurement System and the National
Physical Lab, Standards and how this also fits
together as part of the support of the environment
where the innovation takes place. So bringing it
under one roof does have demonstrable merits. All I
can say is when I visited the States they say: “My
God, you people are lucky having what is, in eVect,
part of the Department of Commerce linked with
what would be the National Science Foundation
linked with what would be the National Institute of
Health and one or two other things” in a place where
you have a minister able to look after the policy of
that whole entity.

Q280 Adam Afriyie: Thank you for that exposition.
Professor Sir Keith O’Nions: It was not rehearsed!

Q281 Adam Afriyie: Minister, can we have your
commitment that in future, if there are going to be
re-organisations, some sort of announcement would
be made in advance and some sort of ministerial
statement might be made, rather than it just
suddenly appearing on the table?
Malcolm Wicks: Yes, and when I say “yes” that is
not a comment on what happened on that occasion.
I do not know the ins and outs of that but it is
important to report to Parliament, to the House of
Commons in particular, I think, and it is important
that we establish a good dialogue here in this
Committee.We are going to have these regularQ&A
sessions—and I hope occasionally I might ask the

questions and some of the Members of the
Committee might tell me some of the answers—but
I hope that will enable us to report to you carefully
on developments.

Q282 Adam Afriyie: Do you have any changes in
mind that you would like to share with us? Is there
anything you have observed already in your first two
months that you think you might be working on, or
looking at reorganising?
Malcolm Wicks: In July of this year—no, I cannot
go that far! No, I am very much going through a
process of learning from colleagues on where we are
and the challenges facing us.

Q283 Adam Afriyie: Lastly I just want to question
whether Sir Keith is actually up to his job, or
whether anybody could be up to Sir Keith’s job
because as part of the re-organisation Sir Keith has
kept the Research Councils and Innovation Group
function that he had before and then taken on board
as well the Chief Scientific Adviser role to the DTI.
Do you think he is up to it? Do you think anyone
would be?
Malcolm Wicks: Who are you asking?

Q284 Adam Afriyie: You, Minister.
Malcolm Wicks: I have absolute confidence in our
team led by Sir Keith. To use a Select Committee
phrase but in a way that it is not always used, he is
“fit for purpose”!

Q285 Adam Afriyie: Finally, do you have any
concerns at all over theworkload being placed on Sir
Keith in his new function that is being created after
the review?
Malcolm Wicks: I think we have departmental
responsibility for work/life balance so it is a serious
question, but no, I do not have any concerns about
that.
Chairman: So he is the special one. That has been
confirmed!

Q286 Bob Spink: The 2004 Comprehensive
Spending Review was reputed to do very well for
science, which got a 5.6% annual increase from that.
Do you expect science to do as well in 2007 at CSI?
MalcolmWicks:Well,Mr Spink, you say “reputed”.
You are a Science Committee and the scientific
evidence is absolutely clear, is it not? We will not go
through the history of past regimes where there has
been a terrible neglect of science, and I am terribly
pleased that since approximately 1997 we have had
a government that that has taken this very seriously
and invested very heavily—and this is very
important I think—in the universities in terms of
laboratories, and also, of course, in giving proper
amounts of money to research councils. It is also
important that we have a 10 year strategy andwe are
only a few years into that, and in a sense we do not
have to make important strategic decisions over
every year or every financial year. In terms of the
CSR, however, we are confident but it is too soon for
me to comment on that.
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Q287 Bob Spink:Well, I never! Is it too soon for you
to comment onwhat you anticipate to be the change,
if any, from changes in structuring government
between Prime Minister and Chancellor later this
year? Will that have any impact on the size of the
science budget or the focus of science between
health, space, environment, transport, security and
technology?
Malcolm Wicks: I genuinely think a feature of both
the Prime Minister’s period in oYce and the
Chancellor’s is that they have both focused very
much on science and innovation. The Prime
Minister made a recent keynote speech about the
sheer importance of science to our future. In the
PBR statement in the House of Commons, which
you and I heard, science and innovation was very
much one of the ringing themes of the Chancellor of
the Exchequer. I think we are in a good place in this
country in that there is a consensus, I think across
party, to be honest, and across a range of sectors
about the importance of science and innovation. I
must not sound too complacent. I am not; there is a
lot more we should do, certainly on the innovation,
and we should not be complacent about science
because we happen to be very good.We are, broadly
speaking, second place in the world, second only to
theUnited States.We need tomaintain that position
and improve in certain disciplinary areas perhaps,
but we are in a good place and I am grateful for
coming into oYce when there is such support for
science and technology.

Q288 Bob Spink: I am glad to hear such optimism.
When I said that the science was reputed to do well,
of course how well you do is relative to the demands
and with climate change obviously there are
opportunities and in stem cell research and all the
rest there is a case for even more spending in science,
of course. Could you tell us what the OSI is doing to
promote the research councils’ priorities,
particularly in terms of the interdisciplinary
research?
Malcolm Wicks: Again, and I hope you will not
mind, Sir Keith can probably give a more
authoritative answer, I am just hiding behind my
new boy status which I will not be able to do perhaps
the next time I come before this Committee, but first
of all let me repeat that it is right and proper that so
much of our funding is at arms’ length from
Government through the research councils and
through the universities because the best people to
determine priorities in bioscience and
nanotechnology and whatever it might be are the
experts, and that dialogue between research councils
and academia is absolutely vital to that. They are
also the best people, I think, to safeguard—and I put
a lot of store on this—what one might call basic or
pure science. Having said that, I also welcome the
fact, encouraged by Government, that the research
councils are now taking perhapsmore seriously than
would have been the case X years ago knowledge
transfer and innovation. They have funding for that
and that is very important. On your question
specifically, I have always been a great believer in
interdisciplinary work. Many of the big scientific

questions, many of them being economic and
societal questions, and climate change and global
warming is an obvious one, must fall across diVerent
research councils. There may be a lead council but
we do need that interdisciplinary research. I was
reminded earlier, Mr Willis, when I asked Sir Keith
to answer a question about the NIMR that I was
rather privileged as a quite young researcher, long
before I thought of coming to this place, in taking
part in a socio-medical study on the problem of
hypothermia among elderly people. Some of our
principal collaborators were researchers in what was
then the Hampstead laboratories of the NIMR, part
of theMRC, and I have some small experience inmy
own social science career of working across
disciplines and I do not need to be converted to that
truth. I think, Mr Spink, that I will take a particular
interest when I meet the research councils in seeing
how the interdisciplinary work is going because it
must have always been the case that we should take
a holistic approach (how could you argue against
that?), but as I think about this as a lay person many
of these big issues around the future of medicines,
certainly climate change I have mentioned, and
many others, must cut across departmental
boundaries and that therefore is a challenge to
research councils and, of course, is a challenge to the
universities as well.

Q289 Bob Spink: I am very grateful to you. Perhaps
on the specific question Sir Keith O’Nions could tell
us what the OSI are doing to promote the research
councils’ priorities.
Professor Sir Keith O’Nions: I think we would be at
one here in agreeing with the Minister on the
importance of interdisciplinary research and an
holistic approach, the link between social science,
engineering and medical research and stem cells at
the present time. If one goes back not very many
years, maybe five years, it was still quite an issue in
universities and in research councils to find ways of
stimulating interdisciplinary and multidisciplinary
research and particular initiatives have been under
way in the research councils. In 2002 there were quite
a lot of them with ring-fences around them. All I
would add to this is that I think there has been a real
sea change, and that is not a comment Imake just for
the Committee. But, during the last few days I would
have spoken to all of our research councils about
what are their first thoughts on the big priorities for
the next three, four, five years which will colour the
nature of the DTI submission in the Comprehensive
Spending Review. Each of them—art and
humanities, social science, engineering, physical
science and medical research; that is where we got to
last Friday—as their highest priorities has had
interdisciplinary research topics.

Q290 Bob Spink: I am aware of that and that is why
I asked the question, what is OSI doing to—
Professor Sir Keith O’Nions: What OSI will do in
this case is respond to that fully in the allocations
advice that we give to the Minister following the
Comprehensive Spending Review, because I think
this is absolutely right. My point is that it does not
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look as if one is going to need a big stick. This really
has now happened.We have towatch it carefully but
it really is a very impressive change. My advice
would be for the Committee to go and kick the tyres
and see some of this at first hand rather than just
listen to my rhetoric on the subject.

Q291Chairman:With respect, if I can just butt in, we
did kick the tyres when we were looking at, for
instance, sports science, where the academics find it
incredibly diYcult to get grants because of the
multidisciplinary nature of their activities and they
come across the barriers of the research councils
who are wanting quite frankly simple bids to a single
research council, so there are still problems, Sir
Keith.
Malcolm Wicks: First of all, when I get that advice
about future funding from Sir Keith, it is advice that
I am minded to take to promote interdisciplinary
research, but before Sir Keith said that I was
thinking in my mind that that is one of the things I
will be asking of the allocations: are there enough
incentives there to promote interdisciplinary
research? One of the things I have in mind to initiate
in the department, and I will be talking to colleagues
about this later today, is from time to time for me to
take a subject area, which need not be
interdisciplinary but a lot of them will be, I think,
and really try to bring in some of the leading British
scientists to explain to me and some other observers
just what the state of the art, or I should say the state
of the science, is. Exactly where are we? How can we
explain to the public where we are on stem cell
research? Another example is, given the ageing of
our population, yes, we know about how science and
medicine are making an impact in terms of the
healthcare system, but in terms of issues around
social care, the concern in society that many frail
people in their eighties and nineties are living on
their own and the worries of extended families about
that, is science and technology making an impact in
those territories? I just want to initiate a series of
meetings on that and, although I had not really
thought of doing that just to promote
interdisciplinary thought, by definition that would
involve a range of disciplines.

Q292 Bob Spink: Whilst I was just on the OSI I
wondered, Minister, if Sir Keith could tell us
whether the Treasury is reviewing the OSI
performance measures and output targets at the
moment.
Professor Sir Keith O’Nions: The Treasury are very
aware of what performance management system
output targets look like and it is an ongoing
discussion with the Treasury. There is not a formal
review of them at the moment. The area where work
is concentrated—and the Treasury obviously is
interested, as I am, in the work being done in OSI—
is our performance measures for the Technology
Strategy Board and the technology programme. I
may have mentioned to you before that in the SR07
we only really have one performancemeasure for the
success of the investment in the Technology
Strategy, and that is the percentage of R&D spend

in UK business and its change. The Minister has
given you his view that R&D go onmuch wider than
is of course captured in the R&D scorecard, which is
very close to manufacturing, so we are looking at a
whole number of possible, sensible performance
measures in close discussion with the Treasury
particularly around that area whilst reviewing all of
them. This will most certainly come to a head at the
time of the allocations of the budget, probably next
October.We are very happy to give you a full update
on modifications and changes that we will have
made because we will make some changes.

Q293 Bob Spink: How would you describe the OSI
performance measures and output targets at the
moment?Would you describe themas fit for purpose
or requiring fine-tuning or needing a major
overhaul?
Professor Sir Keith O’Nions:On the research council
investments, I have dealt with the Technology
Strategy Board, in terms of performance the
excellence of our science I think is a matter of steady
refinement and we will do that. In terms of metrics,
and how eVective is our knowledge transfer and how
that feeds into innovation from the research
councils, there is scope for considerable
improvement. I do not view this as “because we have
done a bad job”. It is a very diYcult area and we talk
to colleagues around the world and we are all at
about the same place. It is quite easy to measure
spin-outs, licences, start-up companies, the value of
start-up companies. It is very diYcult to measure the
economic value of knowledge that moves in trained
people and skilled people and mathematicians that
go into the financial services sector, which is now a
very large number now in this country. How do you
capture that? This is a much more diYcult area and
there is great scope for improvement. The danger is
setting silly targets which drive behaviour in an
adverse way. I would be very happy at a future date
to discuss this more.

Q294 Chris Mole: Minister, last year the
Government published the Science and Innovation
Investment Framework 2004–14 subtitledNext Steps
and then held a consultation on it. What has been
done since the publication of the responses to the
consultation document in September last year to
move forward the Next Steps agenda?
Malcolm Wicks: I think some of the discussion we
have had already is relevant to this. The emphasis on
technology transfer innovation is a very large part of
this. The establishment of the Technology Strategy
Board under the chairmanship of Graham Spittle is,
I think, a step forward in making an executive body.
The statutory instruments have now gone through
the two Houses so we are well on the way to
establishing that formally in April; is that right, Sir
Keith?
Professor Sir Keith O’Nions: Formally in April but
it will probably be July before warm bodies are—I
will stop.
Malcolm Wicks: Stop there. I think that is a very
large part of it. We have also, of course, put forward
the plan to merge two of our leading research
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councils, those concerned with large facilities, which
I need to know more about. Again, I wonder if Sir
Keith could just bring us up to date on where we are,
but in terms of statutory instruments we have got
formal approval.
Professor Sir Keith O’Nions: It went through to the
Technology Strategy Board and the STFC—a
merger of PPARC and CCLRC went through the
two Houses at the same time. We are completely on
track with STFC.
Malcolm Wicks: Did you say “merger”? I though
you said “murder”.
Professor Sir Keith O’Nions: No, it was definitely a
“g”.
Malcolm Wicks: Oh, it was a merger, yes, which is
the way to look at it, of course.
Professor Sir Keith O’Nions: That is on track for
starting inApril at the beginning of the new financial
year. There is a chief executive designate, Keith
Mason. We have interviewed for a chair and later
this week I will be putting advice to theMinister and
Secretary of State on a chair for STFC and, of
course, that is a prime ministerial appointment
ultimately. That is where we are.

Q295 Chris Mole: You had 190 responses to the
consultation but only 16 were classified as from
industry or business, yet one of the key policy areas
under discussion was the impact on the economy of
public investment in research. Were you a little
disappointed by that level of response from industry
and do you think they have had enough input into
the consultation? Is there any more that OSI can do
under Next Steps to increase the economic impact of
publicly funded research?
Malcolm Wicks: It is not that we start on a blank
sheet of paper, far from it because there is a lot of
engagement, but I think one of my priorities is to
engage with businesses, large and small, and to
engage with other institutions relevant here, like the
RDAs that we were discussing so I can get a better
sense of the value of innovation to business andwhat
might be the barriers at themoment. That will be one
of my tasks over the next few months.

Q296 Chris Mole: You mentioned the Technology
Strategy Board just now, which will have the £200
million annual budget of the Technology
Programme to oversee. What oversight will there be
of that board itself?
Malcolm Wicks: We want to do two things which
sound inconsistent but I do not think they are. It will
be an executive body and it will not be the job of the
Minister, myself, to second-guess all the decisions
from that board, but in terms of the overall strategy,
in terms of some broad priorities, we want quite a lot
of ministerial engagement on this, so it is not an
academic research council. It is a vital part of our
economic armoury. As I say, we are not going to
second-guess decisions but we will be working very
closely with Graham Spittle and colleagues. I was
very interested, for example, in one idea which may
be considered, and it will be for them to make a final
judgment, which is to see how, given the importance
now of producing what ultimately will be carbon

neutral housing, a new generation of house buildwill
help us combat climate change and help us meet our
very diYcult target, but I think we can do it, of 60%
reduction in CO2 by 2050. Housing is important to
that because a big chunk of CO2, a third or so,
whatever it is, comes from our housing. How do we
produce that kind of housing? Okay, there are some
answers already, but in terms of the new materials,
insulating materials and so on, there is a role for
science and there is a role for technology and there
is certainly a role for innovation. It will be for them
to decide but that is the kind of subject where I think
the TSB, the Technology Strategy Board, can help
us develop in the right way.

Q297 Chris Mole: Finally on targets, you had the
headline ambition in the original investment
framework document to get public and private
investment in R&D to 2.5% of GDP by 2014. How
are you doing?
MalcolmWicks: It remains a priority. Sir Keith, you
probably know the actual figure.
Professor Sir Keith O’Nions: I do, and the business
R&D investment has not significantly changed since
the beginning of 2004.What has changed this year in
the R&D scorecard recently published is that it was
interesting that for the first time some of the service
sectors, from memory (I will correct this if it is
wrong), HSBC, Royal Bank of Scotland and Tesco,
reported substantial R&D spends in their published
accounts as captured by the scorecard, but the
number has not changed significantly. I do not want
to go into the long discussion we have had before as
to how much that reflects the sector mix of the
economy. If you divide the economy into sectors our
pharmaceutical area invests as heavily in R&D as
any pharmaceutical sector in the world, surprise,
surprise. Ditto for aerospace and defence. The
diVerence with the UK economy is that we have
fewer sectors where R&D is captured as part of the
company accounts procedures, so we do not have a
very large automotive sector in the UK with R&D
investment as is the case in theUS, France,Germany
and Japan.

Q298Chairman:But you knew that when you set the
target. That is not something you have learned
since 2004.
Professor Sir Keith O’Nions: That was known when
the target was set, yes.

Q299 Chairman: And is the short answer to Chris’s
question that you are not going to meet the target?
Professor Sir Keith O’Nions: I do not think I can say
whether we will meet the target or not. All you can
say is that the first few years of progress on R&D as
captured by scorecard and what is in companies’
accounts is not budging very fast. I turn back to the
comments that the Minister made, that really what
we are interested in here is the productivity of the
UK, productivity growth and innovation
performance. R&D is one of the things that is an
indicator of that performance. Economies that have
a high investment in R&D tend to perform more



3205121006 Page Type [E] 29-03-07 21:10:47 Pag Table: COENEW PPSysB Unit: PAG1

Ev 50 Science and Technology Committee: Evidence

17 January 2007 Malcolm Wicks MP and Professor Sir Keith O’Nions

strongly, but I think we ought to be moving towards
a basket of measures that refer to productivity
growth which has been real.

Q300 Adam Afriyie: Is it one of these silly targets
that you referred to earlier, do you know?
Professor Sir Keith O’Nions:No, I did not refer to it
as a silly target. I think it was a single measure which
was put there at that time, and I think I have already
said that there is a lot more thinking to be done as to
what a broader range and basket of measures should
be in relation to productivity and innovation
performance.
Malcolm Wicks: Chairman, can I just make a
comment prompted by Chris Mole’s question? This
is not about trying to change the goalposts but I
think it is in the interests both of this Committee and
our department to look hard at whether the
arithmetic that we have is, to use that phrase again,
fit for purpose or whether it is principally just
aggregating, if you like, traditional R&D in vital
sectors for the British economy. I was pleased to
hear Sir Keith saying that some of the financial
services are now beginning to, as it were, report
R&D, but it would be very foolish if we all beat
ourselves up, or particularly tried to beat the
Minister up (that would be most unfortunate), when
the arithmetic is actually not capturing the things
that youmaywant to call R&D—this is the debate—
certainly innovation, certainly application of ideas
and new things, in vital service sectors. Itmay be that
in our Q and A sessions we can have this kind of
dialogue.
Chairman: And tease that out.

Q301 Dr Turner: Looking at the reporting by
companies like HSBC of R&D activities which were
not in their accounts before, is this actually an
accounting phenomenon because the company
accountants have realised that they can get at R&D
credits and therefore improve the bottom line,
because it has been suggested in some quarters that
approximately half of government spend on R&D
tax credits is in fact going to finance activity which
would have happened anyway but has been
reclassified to take advantage of them?
Malcolm Wicks: I am sure the Treasury will have an
opportunity to respond to that work, which I think
they commissioned. I think there are reasons to
doubt the accuracy of the headline figures from that,
but that will be for my colleagues in the Treasury to
take on. I am more interested in the point I was
making about what do we mean by R&D, what is its
relationship to innovation? If you take—and maybe
it is invidious to mention it—what is now the success
story again of Marks and Spencer, clearly a great
deal of thought and I suspect a great deal of research,
innovation, new ideas being implemented went into
turning round that company. That is a million miles
away from a piece of new engineering but is this in
the same ball park of what we are discussing or not?
There is a new economy in Britain and it would be
wrong if we did not develop the arithmetic to see
how it is behaving.

Q302 Dr Harris: It is curious though, would you
accept, either of you, that for the targets that the
Government is on target to meet there is not the
same worry and stress about whether it is the right
target or measuring the right things or how the way
it is measured in terms of counting the right things is
composed, so would you accept that there is perhaps
a justified degree of scepticism, you might call it
cynicism, about language around, “Maybe we
should be moving to a basket of measures and not
the single target”, whereas with targets that are met
it is, “Great target, very good performance, no
problem”?
Professor Sir Keith O’Nions: I understand your
point, Dr Harris. I desperately hope there will be no
cynicism around the suggestion that the Minister
makes, but I think it is the right approach in this area
where we have only had a single target which can
only capture a very small part of the performance
across the landscape.

Q303 Dr Harris: But do you think it is likely we
would be having this discussion if the target was well
on course—
Malcolm Wicks: Yes, I think so.

Q304 Dr Harris: Because there would be less
political pressure, and I do not mean that in a
weighted way.
MalcolmWicks:No, I think wewould still be having
the discussion, seriously, because with so much of
our economy now in the service sectors the question
I have raised and we have raised is relevant.

Q305 Dr Harris: I have one quick question on the
Next Steps agenda which has not come up, which is
about the response that came up on the question of
peer review and the role of peer review in the
eVective work of the research councils. This is a big
issue, would you agree?
Malcolm Wicks: Yes, indeed.

Q306 Dr Harris: Do you think there is a need for
more work generally to be done on whether we can
improve the peer review system, both in terms of
publication, but also in terms of the RAE, which is
contentious, as you know, and research council
allocations in terms of making sure that it is more
receptive to riskier ventures as an example of some
of the stuV that came in the feedback?
Professor Sir Keith O’Nions: May I answer that?
Malcolm Wicks: Yes, please, and I might add to
that.
Professor Sir Keith O’Nions: I asked the research
councils last year to have a look at peer review, with
the caveat that peer review is sacrosanct as far as I
am concerned for assessing science, but could we
make this process anymore eVective or eYcient than
it is at the moment, given that the normal outcome
with a research council proposal is failure. 80% of
proposals fail, 20% succeed, so is there scope for
eYciency? The research councils looked at that.
They published some of their recommendations.
They are consulting on those at the moment and
within a relatively short period of time, in a few
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weeks, I think, they will give their recommendations.
What is coming back in the consultation is massive
support and confidence that the community has in
peer review but there may well be some
recommendations for more eYcient handling of it.
The other point you made about higher risk and so
on is extremely important, and we have had this
discussion before to some extent, that any
committee considering a peer response to research
will probably take a higher risk if money is not so
tight. If money is very tight there is an inbuilt sense
that it may become more conservative. I do not
know what conclusion they will come to on that.

Q307 Dr Harris: Having said what you said about
peer review and the fact that it is a contentious
issue—
Professor Sir Keith O’Nions: I did not say it was
contentious.

Q308 Dr Harris: Sorry. You said it is a question
where there is a lot of thought going into its role.
Professor Sir Keith O’Nions: Exactly.

Q309 Dr Harris:—throwing the baby out with the
bathwater would be of concern and are you alarmed
by the response that the proposals for RAE have
had, I read in Research Fortnight, to the Royal
Society saying, “We are extremely concerned there is
no proper role for peer review in the evaluation of set
subjects”, the British Academy something similar,
the Institute of Physics would like to have seen in
place an exercise that still had peer review at the
heart of the system, the Royal Society of Chemistry
as well, the Biosciences Federation thinks the Peer
Review Panel should be the uniting element for all
layers of the RAE. You have almost unanimity of
concern about the proposals to downplay peer
review in the new RAE proposals?
Professor Sir Keith O’Nions: The RAE is being
moved into an area obviously where the DfES have
the lead, not us, and it is their policy and their
decisions. In terms of the conclusions published by
the Treasury in response to the consultation
followingNext Steps, I think one has to dig beneath
some of these headlines a little bit to understand
where peer consideration comes into a successor to
theRAEand anymeasure of excellence that you use.
If, for example, you produced ametric on excellence,
which would be based on bibliometric data, by its
very nature has a vast amount of peer review in the
background that led to that metric and I think you
have to separate that out from saying should the
final judgment on the allocations of money from
HEFCE or SHEFCE or one of the other ones
actually involve panel judgments and peer
judgments as part of the process? I think it is a much
more complex debate and now is probably not the
time to have it.

Q310 Dr Harris: It turns out that there is a place for
question perhaps on this area which I had not
noticed. On Cooksey, which is what I want to turn
to now, clearly you are interested in protecting
science and even that endangered species (or rather

put-upon species, arguably) basic science, to what
extent do you think that the Cooksey report took
account of the need to ensure that we do not lose our
position in terms of basic science by its clear
promotion or even, one might almost say, without
being judgmental about it, obsession with
translational work because clearly to spend more on
translation means that that money cannot be spent
on the basic side?
Malcolm Wicks: Let me start oV by saying that in
terms ofmedicine and our healthcare systems and all
the challenges that that poses, we surely, and I hope
Dr Harris would agree with this, need both things.
We need to continue to be a country of excellence
when it comes to some of that basic pure research,
to use those terms, in a whole range of sciences but
including those relating directly to medicine. We
mentioned at the beginning of the session stem cell
research. That is absolutely vital, but similarly there
is a need to make sure that that excellence wherever
possible is applied to helping the health needs of
people who fund that research. I think Cooksey was
very much about that. It is not about amalgamating
the MRC with the NHS part of research but it is
about some brigading together so there will be an
oversight body that canmake sure that we are trying
to do both of these things in appropriate ways.

Q311 Dr Harris: But can you force a move towards
more translational, more applied research without
running the risk? Do you accept there is a risk in so
doing, in pushing it, of undermining the excellence
of the science that would otherwise be done if you
left it alone and made it purely science-led and did
not push it in that direction? Do you accept there is
a risk of that?
Malcolm Wicks: There must always be a risk of not
getting the balance right between the need for
application and the need for pure research. There is
always a risk in any of these things. I think the
proposals mean that we will avoid that risk because
there will still be an MRC doing its excellent work
but there will be a better relationship with the need
for application in the Health Service. I think that is
what the British public would want. They would
always be asking that question as to how this
important investment in basic research, which I am
sure they support, can be applied wherever possible.

Q312 Dr Harris: Sir Keith?
Professor Sir Keith O’Nions: I agree. It is my job to
agree with the Minister.

Q313 Dr Harris: You do it so well.
Professor Sir Keith O’Nions: I think Cooksey did an
extremely good job and I am very content at the
outcomes and I am pretty confident, as usual, about
the future. The point is, if you look at the research
councils and say, “What is great?” “Basic research,
absolutely world class.” “Where is the scope for
benefit?” “Knowledge transfer innovation”, and we
have got a big focus on getting better knowledge
transfer and a bigger contribution to innovation in
the research councils. I think we are quite confident
we are doing that without damaging the basic
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science. When you come to the biomedical research
and health, where is the scope for some big prizes
and to get a bigger bang for our buck, as it were? It
is in translation and that is whatCooksey focuses on.
Picking up on the Minister’s point, the machinery
now being put into place through this thing called
OSCHR, which will be a joint OSI/Department of
Health group, John Bell is the chair, and I think
John Bell is an outstanding appointment as chair of
OSCHR—that is not an Oxford comment, by the
way.

Q314 Dr Harris: I used to work for him.
Professor Sir Keith O’Nions: I still believe he is an
outstanding appointment.
Malcolm Wicks: He is not responsible for all his
colleagues.

Q315 Dr Harris: No, he is certainly not.
Professor Sir Keith O’Nions: Clearly that machinery
has the potential to pull this oV. I think the risk of
damaging things that are already excellent in MRC
research and so on is very small. II agree with the
Minister: there is always a risk, but I think it is a
pretty safe structure.

Q316 Chairman: Can I just put one thing in before
Dr Harris continues? One of the concerns that we
have as a Committee that I cannot understand; of
course I cannot speak on behalf of my colleagues, is
that there was a combined budget of some £1.3
billon between MRC research and NHS research
and we are now talking about a billion. The concern
is, where has that money that has been lost from the
combined budget gone or where will it come from?
One of our concerns as a science committee is that
we are very anxious to make sure that there is no
reduction in terms of the basic science research
budget for medicine, for health.
Professor Sir Keith O’Nions: It is a sentiment I share
with you. I cannot answer the question. I do not
know whether the Minister can. I think we know
everything there is to be known about the Medical
Research Council budget. We know where that is
and how big it is. I think you would have to ask the
Department of Health about the size of its ring-
fenced budget.

Q317 Chairman: I think we would like the Minister
to give us an assurance that he will fight hard to
maintain the level of funding which is going into
MRC to protect that basic research against a raid by
the translational researchwhichmaywell come from
the Department of Health.
Malcolm Wicks: Certainly we have got to invest
heavily in medical research, including pure medical
research and also in terms of the application of this.
If I get advice on this I might write to you,
Chairman.
Chairman: Okay; thanks very much.

Q318 Dr Harris: Sir Keith, you have rightly in my
view argued that there were issues with targets about
how they might distort behaviour and they are kind
of quite clumsy, so would you agree that in terms of

this particular area, that is, the balance of funding
between translational research and basic research,
whilst it may be wise to put in procedures to ensure
that the balance is redressed, controversial though
that may be, this is not an area where the imposition
of targets is particularly sensible?
Professor Sir Keith O’Nions: I am not being evasive.
I just think it is too early in this new world for me to
address that sensibly. We will be doing very well
indeed with John Bell and OSCHR when we have
got to the point where we can put a joint DH/MRC
bid into the Treasury and get some coherence
between them. At this point we have targets and
performance measures for MRC and MRC already
does a lot of translational research, but as for the
utility of those in the combined organisation, I
cannot answer that.

Q319 Dr Harris: It is unlike you to be so evasive
because you have said this is your area, is it not? This
is research council performance and you have given
a view earlier on targets.
Professor Sir Keith O’Nions: Absolutely.

Q320 Dr Harris: So surely putting your specialist
area of responsibility together with your view on
targets, and you have got a whole new area now
which is the behaviour of OSCHR, surely you are in
a position to give view—
Professor Sir Keith O’Nions: OSCHR is a joint
responsibility between two departments.

Q321 Dr Harris: Yes, I understand that.
Professor Sir Keith O’Nions: And it does not exist
yet.

Q322 Dr Harris: Surely you can give your
perspective on the eVectiveness or merits or
imposing targets on what is a complex peer review
process?
Professor Sir Keith O’Nions: I will be a member of
OSCHR and I will happily do so when I see the
totality of the views there.
Malcolm Wicks: I do think Dr Harris is being
uncharacteristically unfair—I think they are the two
negatives I was trying to go for—because (a) this is a
shared responsibility with theDepartment of Health
and we cannot speak for the Department of Health
side on it, and (b) this is a proposal for a new body
that is not yet established. I think in due course we
can give you more information about this.

Q323 Chairman: Were you surprised, Minister, or
indeed Sir Keith, that Cooksey in chapter 7 came up
with a series of recommendations—this point
follows on from Dr Harris’s point a bit—about the
translation of research into economic benefit? He
was never asked to do that. Are you content with
that as being the measure of performance?
Professor Sir Keith O’Nions: It is a good read, and I
enjoyed reading it very much, actually.

Q324 Chairman: But did it surprise you? Be honest.
Nobody is listening.
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Professor Sir Keith O’Nions: I knew it was coming.
I had had the benefits of many conversations with
David Cooksey during his review.
Dr Harris: Rather like a redundancy notice, I think.

Q325 Dr Turner: Going back to the Research
Assessment Exercise, which is going to change from
2009 onwards, have you had any feedback from the
scientific community about those changes and are
you happy with the quality indicator that is going to
be used to judge science, engineering and
technology subjects?
MalcolmWicks: I have not had a lot of feedback yet
but thatmight just be becausemy tenure in oYce has
been still relatively brief. This is, of course, a matter
for the Department for Education and Skills and
you may have occasion to put those questions to my
colleagues in that department. I think it is the earlier
debate. The importance of traditional methods and
peer review I think will be maintained. The data we
often cite in terms of citations to prove how good
Britain is at science are based on peer review. That is
the academic procedure, so I am confident about the
direction that is going in. I think I am more seized,
because I think it is more my territory, as to how we
can ensure that, while maintaining the excellence of
the academic base in the universities, we can
measure that appropriately, how we can almost
develop complementary indices—and I think this is
really rather diYcult and we have touched on this—
for the university that does not just write about
satellites but actually builds them, the University of
Surrey, and has them sent into space where they do
vital work in all sorts of ways, environment
monitoring and so on.Howdowe capture that in the
metrics? How do we capture the university that
might not be in the top 20 but regionally is doing
vital work with local companies in engineering or
whatever itmight be?Howdowe capture the applied
social scientist who is working hard with the local
primary care trust or the social service department
or the education department to help with some
important societal work in that sphere? With
respect, that is more my territory in theDTI, I think,
as ScienceMinister. Again, I welcome opportunities
for debating this and discussing this with your
Committee, Chairman, because I think these are
very diYcult things, but at the moment it seems to
mewe are not capturing a lot of very importantwork
that happens in the universities. I have not got
answers, I have got questions about that, almost as
a complement to the importance of maintaining the
excellence of the academic base and the debate about
RAEs and peer reviews and the rest.

Q326 Dr Turner: But those are very valid questions,
Minister. Have you been involved in any discussions
with HEFCE on the development of metrics? You
clearly have something to input.
Malcolm Wicks: Not yet.

Q327 Dr Turner: Are science departments and
universities happy about being the guinea pigs
because they are going to be treated rather
diVerently from the humanities in the first round?

The humanities will be subject to this much lighter
touch regime. Have they said anything to you
about that?
Malcolm Wicks: Not yet but, Sir Keith, can you
comment on that?
Professor Sir KeithO’Nions:Again, it wasDfES that
ran the consultation. We obviously watched this
with huge interest because it is the other side of the
dual support system. These are the two pillars of
running the enterprise. I have not personally had
verymuch response fromuniversities on that. I think
though you obviously knew it was coming and it was
trailed through Next Steps. All I say on a personal
level is that I am confident that for STEM subjects
we can go to a metrics-based system that is fair and
rational as part of the other leg of the dual support
system. I am much less confident as of now that this
will be as applicable in the arts, humanities and
social sciences. Some people disagree with me and
actually say, “We can probably do it”. That is
obviously an area where a lot of careful work and so
on has got to be done. As for your specific question,
are colleagues in universities happy, there is always
a spectrum of opinion in universities. Certainly
science colleagues are pretty relaxed. It is often Vice
Chancellors who are less relaxed about seeing if they
are going to have £50,000 less in 2008–09 than they
had in 2007–08.

Q328 Dr Turner:How frequently will the exercise be
conducted in future?
Malcolm Wicks: I do not know, is the answer.
Professor Sir Keith O’Nions: But if there is
something we should know can we drop you a note?
MalcolmWicks: It is another department which will
know the answer.

Q329 Chairman: Hopefully somebody does know
that. Minister, when we sat on the committee
looking at formally setting up the new STFC there
was a sense that it was simply going to be an
extension of PPARC.Was that your view or do you
think this is going to be a new body and we are going
to add significantly to our scientific capabilities?
Malcolm Wicks: You are talking about the new
merged research council?

Q330 Chairman: Yes, the new Science and
Technology Research Council.
Malcolm Wicks: I have not yet had an opportunity
of visiting any of these large facilities an so I do not
want to suggest, Chairman, that I am more
knowledgeable than I am on this. Given the sheer
importance of large facilities, the fact that we are
good at this in Britain, the need for international
collaboration in this area, I was convinced by the
case that I put before the Statutory Instruments
Committee (it is always helpful to be convinced by
your own arguments) that this merger was
important and I do think it commands a great deal
of respect, but in terms of its specific work I need to
learn more about it.
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Q331 Chairman: It is just that NERC in particular,
and this was a comment they made, a council whose
mission is driven by supporting facilities rather than
having a clear scientific mission, may find it diYcult
to maintain a strong relationship between facilities
and users. I just wondered whether you had a
concern and indeed whether Sir Keith has a concern
that STFC is going to adversely aVect the
relationship it has with the stakeholders because of
the dominance of the large facilities within its
portfolio. Are you happy about that?
Professor Sir Keith O’Nions: I am entirely happy. I
think the key point with large facilities is that they
are free at the point of use. The business of people
having to get grants from a diVerent research council
to go and use one of these Synchrotron sources or to
contemplate a ticket-type system got swept away
four or five years ago now. I think you will be quite
impressed with the sort of committee and advisory
structure that is being put together for STFC. It is
going to be a very distinctive and exciting council
and I hope youwill have a look at what emerges later
this year.

Q332 Chairman:We certainly intend to do that. Do
you think there will be significant administrative
savings in the long or short run?
Professor Sir Keith O’Nions: There will be
administrative savings, I think, overall in the
research councils. As for that which is directly
attributable to STFC, I think these will be not
exceptional ones. The main saving comes from the
convergence of Research Councils back oYce work
which is on track for 2009 to be completed. The
estimates there are for quite substantial savings as
early as two years into the converged back oYce.
CCLRC and PPARC will all be part of that. There
will be savings there. I do not think there are any
particularly large savings but certainly no significant
expenses either in merging the two councils.

Q333DrHarris:At the SI committee thatmyself, Dr
Turner and MrWillis attended I raised a number of
questions and you kindly said that you would fill me
in later on the answers. I certainly got a letter about
the other SI we considered, which was the

Technology Strategy Board order, but I cannot find
one yet, and it may have been sent, on the Large
Facilities Council, but perhaps with Sir Keith here
you can just check on a couple of questions. I asked
that the CCLRC was currently in deficit and would
that have an impact on the overall grant-giving
budget when it was merged with PPARC.
Professor Sir Keith O’Nions: You may have asked
me before and I ought to have been very sensible and
checked what answer I gave before, but the answer
that I give now is that the budgets of those two
councils have to be left without any legacy
diYculties at the time the new council starts in April.

Q334 Dr Harris: It was a question that was raised in
the committee. I do not think we have discussed this
before. What does that mean?
Professor Sir Keith O’Nions: What I am saying is
that if there are any holes in the road that need to be
filled in we will have to make sure they are filled in.
We do not want to start a new Council with legacy
issues.

Q335 Dr Harris: Okay. Another issue was how
would potential conflicts of interest among people
who were finding themselves awarding grants but
who also used the facilities be monitored? Is there a
potential conflict there?
Professor Sir Keith O’Nions: I actually had not
thought of one, but I am pondering it. I cannot think
of any conflicts of interest beyond that which
potentially arises in any research council where a
judgment is being made by a potential beneficiary.
They have the process of declaring conflicts of
interest. If there was somebody from the Physics
Department in Imperial College for example he
would generally leave the room when that sort of
conflict arose. I cannot think of anything that would
not be easily caught by the procedures that we have.
Malcolm Wicks: We will give you more definitive
answers, or certainly we will put them in printed
words because if I have not written to you yet on
those two issues I am sorry and we will.
Dr Harris: Thank you.
Chairman: On that note could we thank you
enormously, Minister, for joining us this morning
and thank Sir Keith also for joining us.



3205122001 Page Type [SO] 29-03-07 21:20:19 Pag Table: COENEW PPSysB Unit: PAG2

Science and Technology Committee: Evidence Ev 55

Written evidence

MEMORANDUM 1

Submission from the Economic and Social Research Council (ESRC)

ESRC Allocation from the Science Budget

Weare very happywith the allocation. It provides the funding for longer-term sustainability that has been
needed for many years both through starting to meet the full economic costs of research and in supporting
the people and infrastructure needed tomaintain theUK’s research base. There is a consensus acrossRCUK
and the science base as a whole that such investments in quality and sustainability were more important at
this particular time than providing for increases in volume alone.

Clearly the Council could have allocated wisely a larger allocation. There were a number of proposals in
our draft delivery plan that will now be delayed or taken forward on a smaller scale. However, we already
had in place a rigorous mechanism for determining our highest priorities in the light of our allocation from
the spending review and these priorities have been set out in our published delivery plan. I should also add
that we will be working very hard to strengthen our collaborative partnerships in a way that will allow us
to generate additional income to support some of those activities than cannot be fully funded from the
science budget.

You asked about the future of cross-Council programmes. ESRC will continue to lead and coordinate
the Rural Economy and Land Use programme and to play a major role in the work on Energy (where we
have already agreed additional commitments from the SR2004 allocation). We have also identified in our
Plan the scope for further collaboration with sister councils in a number of key areas such as religion and
society and the interface between social science and neuroscience. Therefore, I can assure you that our
commitment to supporting cross-Council programmes (including training and capacity building initiatives)
and cross-disciplinary work will continue as before and, where possible, will be extended.

July 2005

MEMORANDUM 2

Submission from Research Councils UK

Research Council’s Outturn Expenditure 2004–05

Breakdown on the outturn expenditure of each of the Research Councils for the financial year 2004–05

The financial information is presented both in terms of that reported and published in Research Councils’
Annual Accounts (the Income and Expenditure Account) and as reported in the Departmental Expenditure
Limit (DEL) Outturn. Both versions of the 2004–05 data are presented because the surplus or deficit in any
financial year may diVer significantly between the two due to diVerences in the inclusion and categorisation
of certain income and expenditure items.

To aid the Committee with its work, I have enclosed an accompanying paper explaining in more detail
the diVerences between the two types of accounts, together with an explanation from eachResearch Council
of the reasons for their under - or overspend based on the DEL Outturn.

Research Councils UK

Background information on Annual Accounts and the DEL Outturn

1. The Research Councils are required to prepare two types of annual accounts:

— Annual Accounts, as required under the Science and Technology Act 1965, and audited by the
Comptroller and Auditor General to the Houses of Parliament. The Annual Accounts include an
audited financial statement, the Income and Expenditure Account (I&E), detailing a surplus
(under-spend) or deficit (over-spend) for the financial year. The Annual Accounts are prepared
under an accounts direction from the OST; a generic version of this is attached at Annex 1.
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— A statement of Departmental Expenditure Limit (DEL) Outturn, an unaudited financial summary
presented in Research Council’s Operating Report or in the Annual Report, and prepared under
the accounting rules defined by the Treasury for public sector bodies. Any underspend may be
carried forward as End Year Flexibility (EYF) from one year to the next. The DEL Outturn may
record a deficit for the year, subject to draw down of the previous year’s EYF. The OST allocates
resource DEL and capital DEL under the terms and conditions set out in the individual Council’s
Management Statement and Financial Memorandum.

2. The Councils are required by the Treasury, through the DTI and OST, to manage their EYF and
cumulative EYF positions. Hence the Research Councils focus on the summary of DEL Outturn and the
reported EYF positions.

3. Expenditure is reported on an accruals basis in both Annual Accounts and the DEL Outturn. The
major diVerences in reported expenditure between the summary of DEL Outturn and the Annual Accounts
are presentational and have no, or minor, net eVect on reported surpluses:

— The expenditure is shown net and gross of receipts in the summary of DEL Outturn, whereas the
Annual Accounts contains only gross expenditure. The eVects of these diVerences net oV over the
reports as a whole, hence this is a presentational issue only.

— The summary of DEL Outturn includes capital payments and resultant depreciation charges,
whereas the Income and Expenditure Account includes only the charges. The net diVerence
between the two is not significant, hence this is largely a presentational issue.

4. The income declared may vary considerably between the Annual Accounts andDELOutturn. Income
in the Annual Accounts is required to record actual cash received in the period (mainly cash Grant-In-Aid
drawn down from the OST) whilst income in the summary of DELOutturn records allocated Departmental
Expenditure Limit (DEL).

5. The reported surplus (or deficit) for the financial year may diVer significantly between the Income and
Expenditure Account and the summary of DEL Outturn due to diVerences in the inclusion and
categorisation of certain income and expenditure items.

6. Whilst Grant-In-Aid is derived from DEL, the two can often vary. This diVerence is normally due to
adjusting theGrant-In-Aid tomeet the operational cash requirements of the organisation, eg due toworking
capital requirements. However, on the transition to Resource Accounting and Budgeting (RAB), Councils
were given additional non-cash DEL allocation1, which did not net oV in the summary of DELOutturn and
this has caused a long lasting diVerence in the retained surpluses between the Annual Accounts and DEL
Outturn statements.

7. Councils are allocatedDEL and are required to use that allocation in themost eYcient manner tomeet
the strategic goals of each Council. Normally Councils annually commit to allocate funds, which results in
expenditure over several future financial periods, as this is deemed the most suitable manner to meet the
goals of the Council. Councils seek to adjust the annual value of funds committed so as to produce a forecast
level of expenditure in future that matches the allocated DEL over time.

8. Councils are generally expected to work within their budget for the year and are strongly discouraged
from having a cumulative over-spend. In view of the significant forward liabilities of the Councils (eg £1.2
billion for ESPRC as at 31 March 2005), which are settled over several years, and the Councils’ exposure
to the impacts of changing external income streams, it is prudent to maintain a working EYF under-spend
to deal with changes in income and in the timing of expenditure and to target new opportunities.

9. The magnitude of the EYF under-spend taken forward depends on the scale of the uncertainties, the
most significant being:

— Changes to DEL allocations, which are not known with suYcient notice as to develop suYcient
commitment patterns in time to generate matching expenditure. This arises from the long term
nature of the commitment process, and the shorter term nature of Councils’ funding.

— Actual timing of expenditure arising from commitment released varying from that forecast, eg due
to unanticipated or abnormal delays in the start of grant spend after grant award is made. This
arises from the desire of Councils to avoid the imposition of strict administration rules on funded
bodies or persons, which would aVect the operational eVectiveness of their work.

— Smoothing of commitment released over years to provide a consistent and non-lumpy profile,
arising from the Councils’ aim of providing a sustainable platform for long term research.

— Exposure to uncertainties over future external income streams eg reduced external income as a
result of changing priorities within customer base.

1 Non-cash items include depreciation on fixed assets, cost of capital charge and balance sheet provisions, for which the Councils
are allocated specific non-cash income within DEL.
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Summary of Research Council’s Outturns

10. In summary the DEL Outturns for 2004–05 for the Research Councils (excluding AHRC) are:

£ millions Allocation Expenditure surplus/(deficit)

BBSRC 289 296 (7)
CCLRC 147 163 (17)
CCLRC 87 85 2
(Diamond)
EPSRC 501 488 13
ESRC 105 106 (1)
MRC 455 420 35
NERC 323 317 6
PPARC 297 295 2

2,204 2,171 33

11. The summary stated above gives the net surplus/deficit for each Council and in total. The constituent
parts of this net figure for each Council are Resource (both cash and non-cash) and Capital. The individual
surpluses or deficits for each of these three constituent items are detailed in the separate tables for each
Council. Whilst the total net surplus/deficit is important, the constituent parts for each Council should also
be recognised and understood.

12. An explanation for the under, or over, spend by Council is given on the following pages.

13. Further details of the Councils’ Annual Accounts and their 2004–05 DEL Outturns are given in the
separate attachment. It should be noted that some of the stated EYFs are in the final stages of agreement
between the respective Council and OST, hence the reported figures are provisional in some cases. The DEL
Outturns report a £33 million EYF under-spend in 2004–05 and a cumulative EYF under-spend carried
forward of £236 million.

BBSRC

BBSRC reported a total net EYF over-spend in 2004–05:

£ millions DEL Outturn

Income 289.1
Expenditure (296.2)

EYF surplus/(deficit) (7.1)

Less EYF surplus brought 4.8
forward

EYF net (deficit) (2.3)

The focus for financial management in BBSRC has been to look at commitment and spend over the three
year Spending Review (SR) period in order to ensure programme expenditure matches to allocation levels
from OST. BBSRC was praised by the House of Commons Science and Technology Committee in 2004 for
the quality of its financial management.

The gross over-spend of £7.1M (2.5%) in 2004/05 before allowing for brought forward EYF surplus, was
as forecast from early in the financial year, and was made-up of:

— Cash resource (excluding capital grants) under-spend of £7.3 million;

— Capital grant resource over-spend of £1.6 million;

— Capital under-spend of £5.0 million; and

— Non-cash resource over-spend of £17.9 million.

The main reason for the variance is the large non-cash provision of £14.8 millionrelating to institute
restructuring. This is partly oVset by under-spend on core resource. There is also an under-spend on capital
DEL as delays have occurred on major capital projects.

BBSRC is forecasting a surplus in 2005/06 which will more than cover its small residual overspend in
2004–05, and is anticipating a small net under-spend over the SR2002 period as a whole.
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CCLRC

CCLRC reported a total net over-spend in 2004–05:

£ millions DEL Outturn
Income 146.9
Expenditure (163.5)

EYF surplus/(deficit) (16.6)

The over-spend noted is the net of:

— Cash resource under-spend of £9.6 million.

— Capital under-spend of £1.8 million.

— Non-cash resource overspend of £28.0 million.

The balances shown are the result of a large number of Capital and Resource projects, each with their
own positive or negative outturn position. The shortfall on Resource of £9.6M was caused by:

— £1.8 million virement to Capital.

— £1.5 million Income & Expenditure Surplus (prior to provision for Daresbury SRS Closure and
Restructuring).

— £2.7 million cash DEL set aside in the SR2002 allocation for “capital charges” (vired to non-cash).

— £0.4 million retrospective allocation to cover for expenditure on campus activities incurred in
2003–04.

— £0.8 million under-spend against EU DEL.

— £2.4 million net eVect of under and over-spends on several projects.

The primary reasons for the under-spend of £1.8 million against capital results from:

— (£1.8 million) virement from Resource allocation.

— £1.6 million slippage in the major capital project ISIS Target Station 2.

— £1.6 million slippage in general Infrastructure projects.

— £1.7 million retrospective allocation to cover expenditure on the Diamond Assembly Building
which was actually incurred in 2003–04.

— (£1.3 million) net eVect of under and over-spends on several projects.

The over-spend on non-cash of £28.0M results from:

— £22.9 million provision made for SRS Closure.

— £6.1 million “Fit For The Future” Restructuring.

— £2.7 million virement from cash.

— (£3.7 million) net under-spend against non-cash allocation.

OST have agreed to provide DEL cover for the Daresbury SRS Closure and “Fit For The Future”
restructuring provisions in future years, but were unable to provide this in 2004–05.

Diamond SRS

CCLRC reported a total net over-spend in 2004–05:

£ millions DEL Outturn
Income 86.9
Expenditure (85.0)

EYF surplus/(deficit) (1.9)

The under-spend noted is the net of:

— Capital under-spend of £4.4 million.

— Non-cash resource overspend of £2.5 million.

Diamond capital expenditure in 2004–05 was slower than expected expenditure on the machine and
beamline elements of the project, due to slippage of this spend.

The allocation of non-cash resource is recognised as being insuYcient to fund the cost of capital which is
calculated as 3.5% of the Net BookValue as at 31March 2005. Until this insuYcient allocation is addressed,
further deficit will arise.
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EPSRC

EPSRC reported a net under-spend in 2004–05:

£ millions DEL Outturn
Income 500.6
Expenditure (487.8)

EYF surplus/(deficit) 12.8

The most significant changes from the Operating Plan were:

— £34.6 million under-spend on research grants due to:
— commitment during the year was slower than originally planned, with the shortfall for the first

three quarters being made up in the final quarter. This slippage pushed the start of the
resultant grant expenditure to the subsequent year; and

— an increase in the number of deferred grant start dates. This again delayed the start of
expenditure on announced grants.

— £21.3 million over-spend on studentships due to:
— additional spend on Doctoral Training Accounts, resulting from early start dates on grants

and extension of grants to 3.5 years, in response to the Roberts review of the supply of trained
people; and

— accelerated expenditure on Collaborative Training Accounts, to provide an impetus on their
full implementation following completion of the pilot phase.

— £3.1 million additional funding for Academic Fellowships, agreed after finalisation of the Plan.

— £5.8 million over-spend on Fusion resulting from a revision to the grant payment profile for
operational purposes after preparation of the budget.

— £1.7 million reduction on expenditure on High Performance Computing. Although the gross
expenditure was on budget, the relatively minor reduction in net expenditure resulted from higher
than anticipated usage of the CSAR facility, hence a higher than anticipated reimbursement of
service costs.

ESRC

Although ESRC had slight resource and capital under- and over-spends, these balanced out:

£ millions DEL Outturn
Income 105.3
Expenditure (106.0)

EYF surplus/(deficit) (0.7)

ESRC incurred a net over-spend of £1.0 million in resource in 2004–05. This over-spend was as planned
and represents planned use of EYF brought forward from previous years.

The capital allocation was over-spent by £0.3 million. This allocation is for capital spend within ESRC
only, and is not available to support revenue spend on research.

MRC

MRC reported an under-spend for 2004–05:

£ millions DEL Outturn2

Income 455.2
Expenditure (420.4)

EYF surplus/(deficit) 34.8

The under-spend noted is the net of:

— Cash resource and capital under-spend of £19.1 million.

— Non-cash resource under-spend of £15.7 million.

The under-spend on cash resourceDEL stemmed largely from grant-funded projects startingmore slowly
than forecast, often in the year after the money was awarded, and other items of expenditure originally
planned for 2004–05 having been deferred to 2005–-06. Since this cash had already been committed, the
same funds could not have been made available in 2004–05 for further awards.

2 These numbers are based on provisional outturns submitted to OST. They diVer slightly from the figures quoted in our annual
report, which are based on final audited accounts.
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The non-cash element of the under-spend is due to an over allocation of non-cash DEL to the MRC at
the start of theRAB regime, before themagnitude of each Council’s depreciation and cost of capital charges
were known with certainty. OST will be clawing back the MRC’s accumulated non-cash surplus over the
years 2005–06 and 2006–07 through a reduced annual allocation and reallocating it.

A key objective ofMRC’s medium term financial plan is to achieve a consistent, sustainable level of grant
awards each year, and to avoid “boom and bust” cycles which are very disruptive for the research
community. The ability to carry over surpluses from one year to the next is essential to achieving this. It is
particularly important now, following the recent rapid growth in funding for new awards since 2003, that
the MRC avoids “overheating” by making more awards and so establishing more ongoing commitments
that it can aVord. Such action might achieve a short term objective of using up surpluses more quickly, but
would endanger stability by reducing funding below consistent sustainable levels in future years.

NERC

NERC reported a relatively small under-spend in 2004–05:

£ millions DEL Outturn

Income 323.0
Expenditure (317.4)
EYF surplus/(deficit) 5.6

The under-spend in 2004–05 noted is the net total of:

— Cash resource over-spend of £6.4 million.

— Capital over-spend of £1.2 million.

— Non-cash resource under-spend of £13.1 million.

As planned by NERC, the cash resource and capital allocations were both over-spent in 2004–05, this
represents planned use of EYF bought forward from previous years. The combined total of cash resource
and capital EYF carried forward of £8.8 million comprises just 2.6% of NERC’s annual cash allocation,
NERC’s agreed policy is to retain £7 million cash resource and capital as reserves (less than 1% of the
allocation over the spending review period) it is anticipated that by the end of SR2004 NERC cumulative
EYF will be limited to the reserves level.

In 2004–05 significant provisions were used, which are shown as negative non-cash expenditure under the
PES regime. As such, the final non-cash outturn is reduced. The level of non-cash EYF was taken into
account when calculating the non-cash allocations for SR2004, consequently, over SR2004, the
accumulated EYF will be consumed by rising depreciation and cost of capital charges.

PPARC

PPARC reported a relatively small under-spend in 2004–05:

£ millions DEL Outturn
Income 297.4
Expenditure (295.0)

EYF surplus/(deficit) 2.5

Of the reported under-spend in 2004–05, £2.1 million of the under-spend was on capital. PPARC has
insuYcient need for ongoing expenditure to use its capital allocation, as its capital spend is more focussed
on its international collaborations than its own establishments. PPARC has been in negotiations with OST
to vire some of its capital allocation to capital grants in order to match the funds supplied to the current
demand, and is confident that it will use its vired allocation once agreed.

AHRC

AHRC was not a Research Council in 2004–05 and was therefore not under the rule of OST, did not
receive an allocation from OST, and were not subject to DEL or Grant in Aid issues.

The AHRB had a £2.5 million under-spend at the end of March 2005. This comprised a £1.6 million
brought forward under-spend and a £0.9 million under-spend arising during the financial year ending
March 2005.

There had been an agreed policy in the AHRB of a steady build up of allocations and payments in the
early years, particularly in the research programme, where it can take several years for the full impact of
annual award cycles to be reflected in the payments being made each year.
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The under-spends arose in themain in the Programmes areaswhere theAHRBwas setting up new funding
initiatives and the start-ups have been slower than anticipated and expenditure has been later than planned.
Returns due to under-spending on awards has also contributed to the overall under-spend.

November 2005

Annex 1

ACCOUNTS DIRECTION GIVEN BY THE SECRETARY OF STATE FOR
TRADE AND INDUSTRY

The Secretary of State for Trade and Industry with the approval of the Treasury, in pursuance of Section
2(2) of the Science and Technology Act 1965, hereby gives the following Direction:

The annual accounts shall give a true and fair view of the income and expenditure and cash flows for the
financial year, and the state of aVairs as at the year end. Subject to this requirement the *** Council shall
prepare accounts for the financial year ended 31 March 2002 and subsequent financial years in
accordance with:

(a) Executive Non-Departmental Public Bodies Annual Reports and Accounts Guidance published by
HM Treasury and as amended from time to time;

(b) other guidance which the Treasury may issue from time to time in respect of accounts where the
requirement is to give a true and fair view of the financial statements; and

(c) any other specific disclosures which may be required by the Secretary of State.
except where agreed otherwisewithHMTreasury, in which case the exception shall be described in the notes
to the accounts.

Signed for and on behalf of the Secretary of State for Trade and Industry

MEMORANDUM 3

Supplementary submission from Research Councils UK

Background Information on Annual Accounts and the DEL Outturn

1. The Research Councils are required to prepare two types of annual accounts:

— Annual Accounts, as required under the Science and Technology Act 1965, and audited by the
Comptroller and Auditor General to the Houses of Parliament. The Annual Accounts include an
audited financial statement, the Income and Expenditure Account (I&E), detailing a surplus
(under-spend) or deficit (over-spend) for the financial year. The Annual Accounts are prepared
under an accounts direction from the OST; a generic version of this is attached at Annex 1.

— A statement of Departmental Expenditure Limit (DEL) Outturn, an unaudited financial summary
presented in Research Council’s Operating Report or in the Annual Report, and prepared under
the accounting rules defined by the Treasury for public sector bodies. Any underspend may be
carried forward as End Year Flexibility (EYF) from one year to the next. The DEL Outturn may
record a deficit for the year, subject to draw down of the previous year’s EYF. The OST allocates
resource DEL and capital DEL under the terms and conditions set out in the individual Council’s
Management Statement and Financial Memorandum.

2. The Councils are required by the Treasury, through the DTI and OST, to manage their EYF and
cumulative EYF positions. Hence the Research Councils focus on the summary of DEL Outturn and the
reported EYF positions.

3. Expenditure is reported on an accruals basis in both Annual Accounts and the DEL Outturn. The
major diVerences in reported expenditure between the summary of DEL Outturn and the Annual Accounts
are presentational and have no, or minor, net eVect on reported surpluses:

— The expenditure is shown net and gross of receipts in the summary of DEL Outturn, whereas the
Annual Accounts contains only gross expenditure. The eVects of these diVerences net oV over the
reports as a whole, hence this is a presentational issue only.

— The summary of DEL Outturn includes capital payments and resultant depreciation charges,
whereas the Income and Expenditure Account includes only the charges. The net diVerence
between the two is not significant, hence this is largely a presentational issue.

4. The income declared may vary considerably between the Annual Accounts andDELOutturn. Income
in the Annual Accounts is required to record actual cash received in the period (mainly cash Grant-In-Aid
drawn down from the OST) whilst income in the summary of DELOutturn records allocated Departmental
Expenditure Limit (DEL).
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5. The reported surplus (or deficit) for the financial year may diVer significantly between the Income and
Expenditure Account and the summary of DEL Outturn due to diVerences in the inclusion and
categorisation of certain income and expenditure items.

6. Whilst Grant-In-Aid is derived from DEL, the two can often vary. This diVerence is normally due to
adjusting theGrant-In-Aid tomeet the operational cash requirements of the organisation, eg due toworking
capital requirements. However, on the transition to Resource Accounting and Budgeting (RAB), Councils
were given additional non-cash DEL allocation3, which did not net oV in the summary of DELOutturn and
this has caused a long lasting diVerence in the retained surpluses between the Annual Accounts and DEL
Outturn statements.

7. Councils are allocatedDEL and are required to use that allocation in themost eYcient manner tomeet
the strategic goals of each Council. Normally Councils annually commit to allocate funds, which results in
expenditure over several future financial periods, as this is deemed the most suitable manner to meet the
goals of the Council. Councils seek to adjust the annual value of funds committed so as to produce a forecast
level of expenditure in future that matches the allocated DEL over time.

8. Councils are generally expected to work within their budget for the year and are strongly discouraged
from having a cumulative over-spend. In view of the significant forward liabilities of the Councils (eg £1.2
billion for ESPRC as at 31 March 2005), which are settled over several years, and the Councils’ exposure
to the impacts of changing external income streams, it is prudent to maintain a working EYF under-spend
to deal with changes in income and in the timing of expenditure and to target new opportunities.

9. The magnitude of the EYF under-spend taken forward depends on the scale of the uncertainties, the
most significant being:

— Changes to DEL allocations, which are not known with suYcient notice as to develop suYcient
commitment patterns in time to generate matching expenditure. This arises from the long term
nature of the commitment process, and the shorter term nature of Councils’ funding.

— Actual timing of expenditure arising from commitment released varying from that forecast, eg due
to unanticipated or abnormal delays in the start of grant spend after grant award is made. This
arises from the desire of Councils to avoid the imposition of strict administration rules on funded
bodies or persons, which would aVect the operational eVectiveness of their work.

— Smoothing of commitment released over years to provide a consistent and non-lumpy profile,
arising from the Councils’ aim of providing a sustainable platform for long term research.

— Exposure to uncertainties over future external income streams eg reduced external income as a
result of changing priorities within customer base.

Summary of Research Council’s Outturns

10. In summary the DEL Outturns for 2004–05 for the Research Councils (excluding AHRC) are:

£ millions Allocation Expenditure surplus/(deficit)

BBSRC 289 296 (7)
CCLRC 147 163 (17)
CCLRC 87 85 2
(Diamond)
EPSRC 501 488 13
ESRC 105 106 (1)
MRC 455 420 35
NERC 323 317 6
PPARC 297 295 2

2,204 2,171 33

11. The summary stated above gives the net surplus/deficit for each Council and in total. The constituent
parts of this net figure for each Council are Resource (both cash and non-cash) and Capital. The individual
surpluses or deficits for each of these three constituent items are detailed in the separate tables for each
Council. Whilst the total net surplus/deficit is important, the constituent parts for each Council should also
be recognised and understood.

12. An explanation for the under, or over, spend by Council is given on the following pages.

13. Further details of the Councils’ Annual Accounts and their 2004–05 DEL Outturns are given in the
separate attachment. It should be noted that some of the stated EYFs are in the final stages of agreement
between the respective Council and OST, hence the reported figures are provisional in some cases. The DEL
Outturns report a £33 million EYF under-spend in 2004–05 and a cumulative EYF under-spend carried
forward of £236 million.

3 Non-cash items include depreciation on fixed assets, cost of capital charge and balance sheet provisions, for which the Councils
are allocated specific non-cash income within DEL.
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BBSRC

BBSRC reported a total net EYF over-spend in 2004–05:

£ millions DEL Outturn
Income 289.1
Expenditure (296.2)

EYF surplus/(deficit) (7.1)
Less EYF surplus brought 4.8
forward
EYF net (deficit) (2.3)

The focus for financial management in BBSRC has been to look at commitment and spend over the three
year Spending Review (SR) period in order to ensure programme expenditure matches to allocation levels
from OST. BBSRC was praised by the House of Commons Science and Technology Committee in 2004 for
the quality of its financial management.

The gross over-spend of £7.1million (2.5%) in 2004–05 before allowing for brought forward EYF surplus,
was as forecast from early in the financial year, and was made-up of:

— Cash resource (excluding capital grants) under-spend of £7.3 million;

— Capital grant resource over-spend of £1.6 million;

— Capital under-spend of £5.0 million; and

— Non-cash resource over-spend of £17.9 million.

The main reason for the variance is the large non-cash provision of £14.8 million relating to institute
restructuring. This is partly oVset by under-spend on core resource. There is also an under-spend on capital
DEL as delays have occurred on major capital projects.

BBSRC is forecasting a surplus in 2005–06 which will more than cover its small residual overspend in
2004–05, and is anticipating a small net under-spend over the SR2002 period as a whole.

CCLRC

CCLRC reported a total net over-spend in 2004–05:

£ millions DEL Outturn
Income 146.9
Expenditure (163.5)

EYF surplus/(deficit) (16.6)

The over-spend noted is the net of:

— Cash resource under-spend of £9.6 million.

— Capital under-spend of £1.8 million.

— Non-cash resource overspend of £28.0 million.

The balances shown are the result of a large number of Capital and Resource projects, each with their
own positive or negative outturn position. The shortfall on Resource of £9.6 million was caused by:

— £1.8 million virement to Capital.

— £1.5 million Income & Expenditure Surplus (prior to provision for Daresbury SRS Closure and
Restructuring).

— £2.7 million cash DEL set aside in the SR2002 allocation for “capital charges” (vired to non-cash).

— £0.4 million retrospective allocation to cover for expenditure on campus activities incurred in
2003–04.

— £0.8 million under-spend against EU DEL.

— £2.4 million net eVect of under and over-spends on several projects.

The primary reasons for the under-spend of £1.8M against capital results from:

— (£1.8 million) virement from Resource allocation.

— £1.6 million slippage in the major capital project ISIS Target Station 2.

— £1.6 million slippage in general Infrastructure projects.

— £1.7 million retrospective allocation to cover expenditure on the Diamond Assembly Building
which was actually incurred in 2003–04.

— (£1.3 million) net eVect of under and over-spends on several projects.

The over-spend on non-cash of £28.0 million results from:
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— £22.9 million provision made for SRS Closure.

— £6.1 million “Fit For The Future” Restructuring.

— £2.7 million virement from cash.

— (£3.7 million) net under-spend against non-cash allocation.

OST have agreed to provide DEL cover for the Daresbury SRS Closure and “Fit For The Future”
restructuring provisions in future years, but were unable to provide this in 2004–05.

Diamond SRS

CCLRC reported a total net over-spend in 2004–05:

£ millions DEL Outturn

Income 86.9
Expenditure (85.0)

EYF surplus/(deficit) (1.9)

The under-spend noted is the net of:

— Capital under-spend of £4.4 million.

— Non-cash resource overspend of £2.5 million.

Diamond capital expenditure in 2004–05 was slower than expected expenditure on the machine and
beamline elements of the project, due to slippage of this spend.

The allocation of non-cash resource is recognised as being insuYcient to fund the cost of capital which is
calculated as 3.5% of the Net BookValue as at 31March 2005. Until this insuYcient allocation is addressed,
further deficit will arise.

EPSRC

EPSRC reported a net under-spend in 2004–05:

£ millions DEL Outturn

Income 500.6
Expenditure (487.8)

EYF surplus/(deficit) 12.8

The most significant changes from the Operating Plan were:

— £34.6 million under-spend on research grants due to:

— Commitment during the year was slower than originally planned, with the shortfall for the
first three quarters being made up in the final quarter. This slippage pushed the start of the
resultant grant expenditure to the subsequent year; and

— an increase in the number of deferred grant start dates. This again delayed the start of
expenditure on announced grants.

— £21.3 million over-spend on studentships due to:

— additional spend on Doctoral Training Accounts, resulting from early start dates on grants
and extension of grants to 3.5 years, in response to the Roberts review of the supply of trained
people; and

— accelerated expenditure on Collaborative Training Accounts, to provide an impetus on their
full implementation following completion of the pilot phase.

— £3.1 million additional funding for Academic Fellowships, agreed after finalisation of the Plan.

— £5.8 million over-spend on Fusion resulting from a revision to the grant payment profile for
operational purposes after preparation of the budget.

— £1.7 million reduction on expenditure on High Performance Computing. Although the gross
expenditure was on budget, the relatively minor reduction in net expenditure resulted from higher
than anticipated usage of the CSAR facility, hence a higher than anticipated reimbursement of
service costs.
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ESRC

Although ESRC had slight resource and capital under- and over-spends, these balanced out:

£ millions DEL Outturn
Income 105.3
Expenditure (106.0)

EYF surplus/(deficit) (0.7)

ESRC incurred a net over-spend of £1.0 million in resource in 2004–05. This over-spend was as planned
and represents planned use of EYF brought forward from previous years.

The capital allocation was over-spent by £0.3 million. This allocation is for capital spend within ESRC
only, and is not available to support revenue spend on research.

MRC

MRC reported an under-spend for 2004–05:

£ millions DEL Outturn4

Income 455.2
Expenditure (420.4)

EYF surplus/(deficit) 34.8

The under-spend noted is the net of:

— Cash resource and capital under-spend of £19.1 million.

— Non-cash resource under-spend of £15.7 million.

The under-spend on cash resourceDEL stemmed largely from grant-funded projects startingmore slowly
than forecast, often in the year after the money was awarded, and other items of expenditure originally
planned for 2004–05 having been deferred to 2005–06. Since this cash had already been committed, the same
funds could not have been made available in 2004–05 for further awards.

The non-cash element of the under-spend is due to an over allocation of non-cash DEL to the MRC at
the start of theRAB regime, before themagnitude of each Council’s depreciation and cost of capital charges
were known with certainty. OST will be clawing back the MRC’s accumulated non-cash surplus over the
years 2005–06 and 2006–07 through a reduced annual allocation and reallocating it.

A key objective ofMRC’s medium term financial plan is to achieve a consistent, sustainable level of grant
awards each year, and to avoid “boom and bust” cycles which are very disruptive for the research
community. The ability to carry over surpluses from one year to the next is essential to achieving this. It is
particularly important now, following the recent rapid growth in funding for new awards since 2003, that
the MRC avoids “overheating” by making more awards and so establishing more ongoing commitments
that it can aVord. Such action might achieve a short term objective of using up surpluses more quickly, but
would endanger stability by reducing funding below consistent sustainable levels in future years.

NERC

NERC reported a relatively small under-spend in 2004–05:

£ millions DEL Outturn
Income 323.0
Expenditure (317.4)

EYF surplus/(deficit) 5.6

The under-spend in 2004–05 noted is the net total of:

— Cash resource over-spend of £6.4 million.

— Capital over-spend of £1.2 million.

— Non-cash resource under-spend of £13.1 million.

As planned by NERC, the cash resource and capital allocations were both over-spent in 2004–05, this
represents planned use of EYF bought forward from previous years. The combined total of cash resource
and capital EYF carried forward of £8.8 million comprises just 2.6% of NERC’s annual cash allocation,

4 These numbers are based on provisional outturns submitted to OST. They diVer slightly from the figures quoted in our annual
report, which are based on final audited accounts.
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NERC’s agreed policy is to retain £7 million cash resource and capital as reserves (less than 1% of the
allocation over the spending review period) it is anticipated that by the end of SR2004 NERC cumulative
EYF will be limited to the reserves level.

In 2004–05 significant provisions were used, which are shown as negative non-cash expenditure under the
PES regime. As such, the final non-cash outturn is reduced. The level of non-cash EYF was taken into
account when calculating the non-cash allocations for SR2004, consequently, over SR2004, the
accumulated EYF will be consumed by rising depreciation and cost of capital charges.

PPARC

PPARC reported a relatively small under-spend in 2004–05:

£ millions DEL Outturn
Income 297.4
Expenditure (295.0)

EYF surplus/(deficit) 2.5

Of the reported under-spend in 2004–05, £2.1M of the under-spend was on capital. PPARC has
insuYcient need for ongoing expenditure to use its capital allocation, as its capital spend is more focussed
on its international collaborations than its own establishments. PPARC has been in negotiations with OST
to vire some of its capital allocation to capital grants in order to match the funds supplied to the current
demand, and is confident that it will use its vired allocation once agreed.

AHRC

AHRC was not a Research Council in 2004–05 and was therefore not under the rule of OST, did not
receive an allocation from OST, and were not subject to DEL or Grant in Aid issues.

The AHRB had a £2.5 million under-spend at the end of March 2005. This comprised a £1.6 million
brought forward under-spend and a £0.9 million under-spend arising during the financial year ending
March 2005.

There had been an agreed policy in the AHRB of a steady build up of allocations and payments in the
early years, particularly in the research programme, where it can take several years for the full impact of
annual award cycles to be reflected in the payments being made each year.

The under-spends arose in themain in the Programmes areaswhere theAHRBwas setting up new funding
initiatives and the start-ups have been slower than anticipated and expenditure has been later than planned.
Returns due to under-spending on awards has also contributed to the overall under-spend.

November 2005

Annex 1

ACCOUNTS DIRECTION GIVEN BY THE SECRETARY OF STATE FOR
TRADE AND INDUSTRY

The Secretary of State for Trade and Industry with the approval of the Treasury, in pursuance of Section
2(2) of the Science and Technology Act 1965, hereby gives the following Direction:

The annual accounts shall give a true and fair view of the income and expenditure and cash flows for the
financial year, and the state of aVairs as at the year end. Subject to this requirement the *** Council shall
prepare accounts for the financial year ended 31 March 2002 and subsequent financial years in
accordance with:

(a) Executive Non-Departmental Public Bodies Annual Reports and Accounts Guidance published by
HM Treasury and as amended from time to time;

(b) other guidance which the Treasury may issue from time to time in respect of accounts where the
requirement is to give a true and fair view of the financial statements; and

(c) any other specific disclosures whichmay be required by the Secretary of State; except where agreed
otherwise with H M Treasury, in which case the exception shall be described in the notes to the
accounts.

Signed for and on behalf of the Secretary of State for Trade and Industry
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MEMORANDUM 4

Supplementary submission from Research Councils UK

RESPONSE TO THE SUPPLEMENTARY QUESTIONS ON RESEARCH COUNCILS
EXPENDITURE DATA 2004–05

Medical Research Council

“an explanation of the diVerence of some £17 million between the EYF surplus (or underspend) of £34.8
million quoted on page 9 [of the RCUK response] and the figure of £52 million quoted in the report of the Times
Higher Education Supplement on 4 November 2005, and apparently provided by MRC.”

The EYF surplus of £34.8 million quoted on page 9 of the RCUK response relates to the expenditure in
2004–05 against all categories of DEL (cash resource, non-cash resource and capital) compared to the
allocation for the year. It does not include any brought forward surpluses from previous years, and is based
on provisional, pre-audit outturns as published by OST. The figures are in line with those provided by the
other Research Councils.

The £52 million figure provided to and quoted in the THES is the diVerence between the MRC’s actual
resource expenditure in 2004–05 and the total available to be spent including resource EYF from previous
years. Capital expenditure was excluded as the THES journalist was inquiring about the funding of grants.
The estimated over-allocation of non-cash resource DEL was also excluded.

£8 million of the £52 million diVerence was non-cash resource underspend and therefore not relevant to
grant funding. Of the remaining £44 million, £30 million resulted from delays in universities taking up new
awards already committed. MRC had expected that those grants already awarded would start in 2004–05
but they will now do so in 2005–6. This £30 million is not available for other purposes. A further £9 million
was the result ofmoney being returned by universities after grants had finished because it had not been spent.
The remaining £5 million was the result of a variety of other factors.

Biotechnology and Biological Sciences Research Council

“BBSRC provided £14.8 million for institute restructuring. . . The Committee would like a little more detail
on the nature of this expenditure. It would also like to know for what reason these requirements were not
considered at the time of the 2004–05 spring supplementary estimates and the appropriate funds made
available then.”

BBSRC was indicating during 2004–05 that a large provision would need to be established principally
because it had decided to withdraw funding from the Silsoe Research Institute. During the year AEA
Technology Ltd had expressed an interest in the business and it took some time andmuch eVort before their
interest eventually foundered. The Silsoe change was not significant in overall resource terms for the Science
Budget and an increase in cash was not immediately required in that year so no spring supplementary
adjustment was required.

The timing of costs for institute restructuring can vary considerably. The provision required in the
accounts for restructuring costs is dependent upon when the decision to restructure becomes confirmed and
the actual cost varies according to the individuals aVected and other disposal assumptions. StaV aVected
may alter through redeployment, resignation or transfer through the restructuring process. Another
variable is whether the cost falls entirely to BBSRCor whether part of the liability is sharedwith the institute
aVected. In the case of major change, such as BBSRC withdrawing funding from the Silsoe Research
Institute, the Council agreed to meet the full cost and helped to secure an orderly closure process over two
to three years, ensuring that priority areas of science could be continued elsewhere or concluded.

The actual cash cost of restructuring is spread over a period of up to 10 years as annual compensation
payments for early retirees can continue for that time.

The provision of £14,800,000 related to three institutes as follows:

— Silsoe Research Institute—closure—£10,800,000.

— Institute for Animal Health—restructuring—£2,500,000 (50%).

— John Innes Institute—restructuring—£1,500,000 (50%).

Less than £1 million was spent against this provision in 2004–05.

Council for the Central Laboratory of the Research Councils

“CCLRC provided £22.9 million for the closure of the Synchrotron Radiation Source. The Committee would
like a little more detail on the nature of this expenditure. It would also like to know for what reason these
requirements were not considered at the time of the 2004–05 spring supplementary estimates and the
appropriate funds made available then.”
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On 7 March 2005, the Secretary of State for Trade and Industry formally announced the closure, at the
end of December 2008, of the Council’s Synchrotron Radiation Source (SRS) at Daresbury. Based on an
internal technical assessment, CCLRC has estimated the costs of the SRS closure as £27.6 million after
allowing for inflation. The estimated costs are made up of:

£M

StaV redundancy costs (240 posts) 22.4
Beamline, machine and building demolition and decommissioning 5.2

TOTAL 27.6

This amount has been discounted at the Council’s notional cost of capital (3.5%) to arrive at the 2004–05
provision of £22.9 million. The anticipated cash flows associated with this provision are as follows:

Financial Year £M

2006–07 0.6
2007–08 6.2
2008–09 16.3
2009–10 4.5

TOTAL 27.6

Parliament votes the cash grant-in-aid. There was no reference to the closure costs in the Spring
Supplementary because the cash consequences do not arise until 2006–07 and beyond.

January 2006

MEMORANDUM 5

Submission from the Natural Environment Research Council

RESPONSE FROM THE NATURAL ENVIRONMENT RESEARCH COUNCIL (NERC) TO THE
QUESTIONS FROM THE HOUSE OF COMMONS SCIENCE AND TECHNOLOGY

COMMITTEE REGARDING ITS PROPOSALS FOR THE CENTRE FOR ECOLOGY AND
HYDROLOGY (CEH)

The questions posed by the Committee are addressed in part in a redacted version of the CEH Business
Planwhich was posted onNERC’s website (www.nerc.ac.uk) on 19December only after the Committeemet
on 14 December 2005. The Committee members may wish to look at the Business Plan before they next
discuss the matter.

(i) How was the priority to be given to CEH science ascertained and then matched to the level of resources to
be made available to it in future?

Every five years, NERC invites programme proposals from its wholly-owned research centres. These
proposals are considered by NERC’s Science and Innovation Strategy Board (SISB) in the light of
international peer review. The Board makes recommendations regarding the science and the appropriate
level of funding.

In 2004–05, NERC considered CEH’s proposals for the period 2005–10 (the First Quinquennial (Q1)
Programme). These proposals included plans for each of the six science programmes around which CEH
now structures its activities. The funding allocation to CEH forQ1was based on the quality of its proposals,
their fit to NERC’s overall science strategy, and the finite resources available to NERC, for which there is
considerable competition.

(ii) How was the performance and value of CEH measured against other NERC research centres?

The performance of all NERC’s research and collaborative centres is evaluated in five-yearly Science and
Management Audits (SMAs). SMAs scrutinise delivery over the previous five years of the science approved
by Council at the start of that five-year period. However, they do not examine proposals for the future.
Nearly all of NERC’s research and collaborative centres (RCCs) score highly on science quality, as would
be expected given the high level of expertise of most staV.
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In its 2004 SMA, CEH received a high rating for its science. However, to reiterate, the SMA does not
assess proposals for future funding, nor the fit of proposals toNERC’s future science priorities. The decision
on how much funding a centre receives depends upon the assessment described in answer to question (i).

(iii) What impact would the closures be expected to have on the expertise available in CEH?

The proposed re-shaping of CEH would involve a reduction in the number of sites from nine to four and
would thus improve scientific synergies, increase flexibility and provide the opportunity to bring together
CEH scientific teams. The organisation would become more focused, and would be expected to retain or
even increase its level of expertise in certain areas. Because some science would be discontinued, the breadth
of expertise would decrease.

However, it should be noted that ecological and hydrological science is also funded by NERC through
blue-skies grants and in directed programmes. NERC would not expect its overall portfolio of this research
to be substantively altered by the proposed reshaping of CEH. Also, the proposals for CEH do not imply
a reduction in the overall funding NERC provides for environmental science.

A final decision on the proposals will not be made by NERC’s Council until the results of the public and
staV consultations have been analysed (closing date 15 February, Council Meeting on 8 March), and
decisions on which posts would be aVected would be subject to consultation with staV and trade unions.

(iv) What is the rationale for the number of redundancies planned, and what steps would be taken to minimise
this number?

The rationale for the number of redundancies is contained in the CEHBusiness Plan.NERC’s assessment
of the high-quality and high-priority research to be supported at CEH provides the primary basis for setting
the core science-budget income level (see also the answer to question (i)). CEH also receives income for
research commissioned by outside customers (business and government departments). This income has
fallen over recent years to about 40% of CEH’s total income, and we carried out a strategic review recently
using consultants (Deloitte), both to assess the likely future level of external income and to provide input
to the Business Plan, with the aim of identifying a sustainable business model. It is important to note that
all staV at CEH are employed by NERC.

The core science budget, the likely external income and the cost of infrastructure (dependent upon the
number and location of sites) led to an assessment of the number of staV needed and hence the likely level
of redundancies. In addition, the Business Plan indicates that to be financially sustainable CEH cannot
support more than four sites (it currently has nine).

The detailed analysis underlying the Business Plan certainly attempts to minimise the number of
redundancies. In addition, CEH would encourage key staV at sites proposed for closure to relocate.

January 2006

MEMORANDUM 6

Submission from the OYce of Science and Innovation, Department of Trade and Industry

2005–06 Winter Supplementary Estimate

Introduction

TheWinter Supplementary Estimate forRequest for Resource 2 is to take up previously unused provision
both through the End Year Flexibility (EYF) mechanism and from the Science Budget’s Unallocated
Provision.

The Main Estimates are prepared before the previous year’s outcome is known, and thus any EYF
required is included in Supplementary Estimates.

Unallocated provisions are set out within the publication “Science Budget Allocations 2005–06 to
2007–08” (available at http://www.ost.gov.uk/research/funding/budget05-08/allocations.pdf) and consist
principally of the budget for the Large Facilities CapitalFund and that for the additional costs of
international subscriptions paid by ResearchCouncils where the extra cost is attributed to changes in Net
National Income andcurrency movements. OST allocates out these amounts as the needs become clear.

Responses to the Committee’s questions are as follows:
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Committee Question A

How does OST ensure that it retains the financial flexibility to remain responsive to new demands and
opportunities as they arise?

Answer

As explained in the Allocations Booklet, OST has allocated out virtually the whole of the Science Budget
to the Research Councils and other delivery partners for the 3 years of the Spending Review period. The
Research Councils themselves have built into their Delivery Plans a degree of flexibility to enable them to
respond to new demands and opportunities.

Committee Question B

The Committee would like a note on how the additional £141,000,000 payable to ESRC, over and above
the provision outlined in theMain Estimate in July, will be spent. It would also like to know for what reason
this additional sum is not included in the ESRC’s five year strategic plan, published three days before the
winter supplementary estimates.

Answer

To promote university research sustainability, Spending Review 2002 allocated £12GM to increase the
proportion of costs paid by theResearchCouncils for the projects they fund, as described in “ScienceBudget
Allocations 2005–06 to 2007–08”, page 10. The Councils decided to add a supplement of £21 million from
their own budgets, giving a total amount of £141 million for 2005–06. This enhancement was not paid out
on individual grants (as it will be in future) but as a single payment to each university on the basis of assessed
levels of research. The Economic and Social Research Council acted as coordinating agent on behalf of OST
and made payments to all the eligible universities. These payments were made in July 2005. The increase in
Council’s grant-in-aid is for this end and not for the Council’s programmes.

The additional sum was not included in the Council’s plan because ESRC was merely acting as an agent
for OST in distributing the £141 million sustainability funding.

Committee Question C

The Committee would like a note on the reasons for the increase of £42,000,000 in the grant available
to PPARC

Answer

The total of £42.2 million grant-in-aid increase comprises £10.7 million EYF drawn by PPARC for
programme purposes, and £30.9million for international subscriptions as described above, plus £2.2million
distribution of other central held funds, less a £1.5 million adjustment from internal Council cashflow.

Committee Question D

The grants payable to CCLRC for both normal activities and the development of the Diamond
Synchrotron have also increased by a total of £103,544,000. Whilst this now aligns the main CCLRC grant
with that proposed in the Science Budget Allocation 2005–06 to 2007–08, published by DTI in May 2005,
there is no such explanation for the increase to the grant for the Diamond Synchrotron. What is the reason
for the additional funding?

Answer

The additional funding for Diamond of £23.2 million represents previously agreed allocations of capital
to Diamond from the Large Facilities fund which have now been drawn down for utilisation in the
construction of these new facilities.
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Committee Question E

The Committee would like a note on the contribution the additional funds allocated to OST and the
Research Councils will make to meeting Public Service Agreement 2: Science and Innovation.

Answer

The additional funding is part of the Science Budget. The Science Budget is the major funding source
provided byGovernment in support of Public Service Agreement 2 and is used to support research in HEIs,
support the updating of the research base infrastructure and promoting exploitation of research through the
funding of knowledge transfer activities in universities and public sector research establishments.

January 2006

MEMORANDUM 7

Submission from the Department of Trade and Industry

Creation of the Office of Science and Innovation

1. Alan Johnson and Brian Bender commissioned a review in autumn 2005 to examine the organisational
and working methods of the DTI’s activities on science, innovation and business relations and support. The
aims of this review were to help the Department achieve eVective integration and ensure that its strategic
focus appropriately addresses the enterprise, innovation and knowledge economy agenda, to meet the
challenge of globalisation.

2. Following the review, Alan Johnson and Brian Bender have announced that the Department will
create a new OYce of Science and Innovation by merging its Innovation Group into the OYce of Science
and Technology. The new Science and Innovation Group within the OYce of Science and Innovation will
have the twin purpose of: investing to develop further the excellence of the UK’s research base; and
promoting technological and other business innovation.

3. Working together, the OYce of Science and Technology (OST) and Innovation Group have had
success so far in delivering the 10-year Science and Innovation Investment Framework and putting
innovation at the heart of the Government’s agenda. The creation of the new OYce of Science and
Innovation will build on all these achievements and on the strong brand of the OST. As stated in the
consultation document on Science and Innovation published with the Budget on 22 March, the OYce of
Science and Innovation provides an opportunity to consider how policies addressing the science “push” and
innovation “pull” can be brought together more eVectively. It will also allowmore coherent communication
of the Department’s work.

Changes in lines of responsibility

4. Sir David King, the Government’s Chief Scientific Advisor, will be head of the OYce of Science and
Innovation. Sir Keith O’Nions, as the Director-General of the Science and Innovation Group, will be
responsible for the work of the Research Councils and for the areas currently covered by InnovationGroup.
Sir Keith O’Nions will take on the role of DTI’s Chief Scientific Adviser formerly held by the DG for
Innovation.

5. The Department is recruiting by open competition a newDirector of Innovation who will build on the
excellent work done by the Innovation Group and who will have strong business and technical credentials.
He/she will report to the DG Science and Innovation.

6. The new OYce of Science and Innovation will come into eVect on 3 April.

7. We would like to record and recognise the substantial achievements of the Innovation Group, under
the leadership of David Hughes, over the past four years. These achievements include:

(i) establishing the Technology Strategy and Technology Strategy Board, whereby we are now getting
record participation and awareness of the technology programme and huge support across sectors
in the business community;

(ii) achieving international recognition for the work of the Innovation Group in developing UK
innovation policies;

(iii) highlighting the specific needs of the service sector and the importance of design in innovation
thinking;

(iv) raising the importance of public procurement in stimulating innovation and reinvigorating the
SBRI scheme, working with the construction industry and other Government Departments such
as the Department of Health; and
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(v) significant influence on DfES thinking on skills and the emphasis on demand side/employer led
skills development in the workplace; and

(vi) as part of the InnovationGroup, the Patent OYce is one of themost open and eYcient in the world
and proactively worked on promoting IPR for SMEs and schools. The development of the model
contracts for IPR collaboration is ground breaking andwidely acclaimed in business and academe.

Implications for Budgets and StaV Numbers

8. In implementing these changes, we will ensure that decisions on resource allocation to the Research
Councils continue to be based on excellence in research. We will also safeguard and maintain the ring-
fencing of the Science Budget, including the funding for the Research Councils.

9. The above changes will reduce by one the number of Directors-General in this part of theDepartment.
More broadly, they are driven by the desire to organise DTI more eVectively, rather than seek savings. In
implementing the changes, however, we will review whether any eYciencies are possible as a result of this
restructuring.

March 2006

MEMORANDUM 8

Submission from the OYce of Science and Technology

End-Year Flexibility

The Committee has asked questions in respect of EPSRC, ESRC, MRC and NERC (unless otherwise
stated). Responses are set out below.

Committee Question 1

A breakdown of the EYF stocks, including amounts drawn down and carried forward in each year
since 2000–01.

Answer

The attached table at Annex 1 shows the EYF balances for the four Councils since 2000–01. The RAB
regime commenced in 2001–02, so the EYF amounts for 2000–01 were originally captured on the basis of
shadow RAB records and some EYF amounts were low or zero. Until recently, there was not a formal
distinction between resource near-cash and resource non-cash in the EYF records but we have included a
breakdown wherever possible. The adjustment to the previous year’s outturn is the final post-audit
adjustment to what were provisional ie pre-audit figures. The adjustments to cumulative outturn are, in
eVect, changes to the allocations to Councils made as part of the SR2004 allocation process. The annual
totals show a trend of EYF balances building up but OST and the Councils have recently been working at
driving the balances down.

Committee Question 2

A note explaining the use being made of stocks of End Year Flexibility brought forward from 2004–05.
This should include a breakdown of amounts drawn down so far in 2005–06, including amounts both
approved in the Winter Supplementary Estimate and sought in the forthcoming Spring Supplementary
Estimate.

Answer

The following table shows the EYF drawn in 2005–06, and the breakdown by category.

Resource Near Resource
£,000 cash Non-cash Capital Grants Capital Total

ESRC 374 0 2,000 0 2,374
EPSRC "14,981 329 14,652 0 0
NERC 2,300 10,600 100 0 13,000
MRC 9,689 10,205 0 2,920 22,814
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We are informed by the Councils that:

ESRC has drawn £2 million EYF to fund capital grants—these are on major surveys to create
international datasets. Because they have no available capital grant EYF balance brought
forward, the Council has drawn resource near-cash and is has vired the requirement to the capital
grants budget.

EPSRC did not draw down any EYF but did use the Supplementary Estimate process to transfer £14.981
million from resource near-cash to capital grants.

NERC has drawn £10.6 million resource non-cash EYF, which is mainly for the Centre for Ecology and
Hydrology (CEH) restructuring and Halley V decommissioning but also for increased depreciation, and
£2.3m of core resource which is needed to compensate for loss of income relating to the restructuring.

For MRC, £2.9 million of capital EYF is needed for construction of the Laboratory for Molecular
Biology and also for refurbishment projects at the Animal Health Research Institute. £9.7 million of
resource EYF is needed for initiatives which had slipped fromprevious years; £10.2million of non-cashEYF
is required for MRC restructuring provisions and also for non-cash costs relating to the additional capital
mentioned above.

Committee Question 3

The latest DEL Outturn Statements, or similar management information, for the nine months to the end
of December 2005, along with a note explaining a) any significant variances in actual income or expenditure
against the budgets and b) any anomalies in spending patterns throughout the year which may influence the
reported figures.

Answer

The end-December 2005 monthly management returns for each of the four Councils are attached at
Annex 2. The expenditure figures are shown net of income, as required by the budget framework.

(a) Commentaries on the variances between net expenditure and budgets (includingEYFdrawn down)
based on information from each Council are as follows:

ESRC: Forecast outturn on resource is an overspend of £1.7 million and on capital, an
underspend of £2.6 million. These are relatively minor variations against budget.

EPSRC: Forecast outturn on resource is an underspend of £21.8 million; which has arisen as a
result of the misinterpretation of the original forecast in relation to drawdown of EYF (£21
million). On capital, a small overspend of £0.8 million is forecast which will be resolved by
virement from resource.

MRC: Forecast outturn on resource is an underspend of £11.1 million; this is due to downward
revisions in Institutes forecasts of spending on their research activities, and also a net £4 million
reduction in Head OYce and Corporate costs . On capital, an underspend of £6.9 million is
forecast is due to slippage in project spend.

NERC: Forecast outturn on resource is an underspend of £8 million; this has arisen mainly
because of slippage in collaborative centre contracts and directed programmes (£12 million),
oVset by increase spend on capital grants (£5 million). On capital, an overspend of £0.8 million
is forecast which will be resolved by virement from resource.

For the purposes of these reports, all Council budgets are flat profiled across the year ie equal amounts
each month. But in practice Councils spending varies month-by-month depending on the precise timing of
calls for proposals and decisions on research grants. Several Councils, includingMRC and NERC, forecast
higher levels of expenditure in the final quarter of the year (January to March).

Committee Question 4

A note on the reasons why the MRC received a budget in excess of its needs in respect of its non-cash
resource budget.

Answer

Following the requirement for “shadow” accounting within AME for non-cash in the SR2000 regime,
MRC found that they had over-estimated their requirements for the years of the SR2002 settlement. This
resulted in the non-cash under-expenditure referred to. This amounted to £6.8 million in 2003–04 and £15.7
million in 2004–05. This position is being corrected in the SR04 period.
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Committee Question 5

A note on any instances in other Research Councils when there has been significant under-funding of, or
over-provision for, non-cash costs over the last three years.

Answer

Individual Council variances of £1 million or more are as follows:

NERC have non-cash EYF of £25.5 million brought forward from 2004–05. This relates to
provisions from the pre-RAB era which have subsequently been unwound resulting in the re-
crediting of non-cash resource.
BBSRC overspent on non-cash in 2004–05 by £17.9 million, mainly because of exceptional
provisions required in that year.

CCLRC overspent on non-cash by £26.7 million in 2004–05 as a result of exceptional provisions
for restructuring.

PPARCunderspent on non-cash by £2.9million in 2003–04 and by £2.5million in 2004–05 in order
to create an EYF reserve for later restructuring.

EPSRC underspent on non-cash by £4.6 million in 2003–04 and by £4.3 million in 2004–05, in
order to create an EYF reserve for later spending.

Committee Question 6

A note comparing the budget allocated to MRC for non-cash costs to non-cash outturn for the last
three years.

Answer

The following table shows the relevant figures for 2003–04 and 2004–05. For 2002–03, non-cash was not
a control total in the then RAB regime.

£000 Outturn Budget Underspend

2002–03 27,066 56,679 29,613
2003–04 33,855 40,665 6,810
2004–05 24,798 40,479 15,681

Total 52,104

March 2006

Annex 1

ESRC

£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF at End 2000"01 0 0 0 0

EYF at Start 2001"02 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 0 0 0 0 0

Adjustment to 2000–01 Outturn 1,642 "24 1,618
Provisional 2001–02 Underspend 1,717 268 1,985

EYF at End 2001–02 3,359 0 0 244 3,603

EYF at Start 2002–03 3,359 0 0 244 3,603
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 3,359 0 0 244 3,603

Adjustment to 2001–02 Outturn 382 382
Provisional 2002–03 Underspend 5,506 941 368 6,815

EYF at End 2002–03 9,247 0 941 612 10,800
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£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF at Start 2003–04 9,247 0 941 612 10,800
EYF Drawdown Winter Supplementary 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0

EYF Available after Spring Supplementary 9,247 0 941 612 10,800

Adjustment to 2002–03 Outturn 0
Provisional 2003–04 Underspend 10,126 "3,748 "356 6,022

EYF at End 2003–04 19,373 0 "2,807 256 16,822

EYF at Start 2004–05 19,373 0 "2,807 256 16,822
EYF Drawdown Winter Supplementary 0 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0

EYF Available after Spring Supplementary 19,373 0 "2,807 256 16,822

Adjustment to 2003–04 Outturn 0
Adjustment to Cumulative Outturn 0
Provisional 2004–05 Underspend 3,516 510 "5,120 966 "128

EYF at End 2004–05 22,889 510 "7,927 1,222 16,694

EPSRC

£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF at End 2000–01 0 0 0 0
EYF at Start 2001–02 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 0 0 0 0 0

Adjustment to 2000–01 Outturn 0
Provisional 2001–02 Underspend 2,489 "1,466 1,023

EYF at End 2001–02 2,489 0 0 "1,466 1,023

EYF at Start 2002–03 2,489 0 0 "1,466 1,023
EYF Drawdown Winter Supplementary "1,023 "1,023
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 1,466 0 0 "1,466 0

Adjustment to 2001–02 Outturn "731 8,180 "11,400 "3,951
Provisional 2002–03 Underspend 14,600 "11,376 "1,022 2,202

EYF at End 2002–03 15,335 0 "3,196 "13,888 "1,749

EYF at Start 2003–04 15,335 0 "3,196 "13,888 "1,749
EYF Drawdown Winter Supplementary 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0

EYF Available after Spring Supplementary 15,335 0 "3,196 "13,888 "1,749

Adjustment to 2002–03 Outturn 0
Provisional 2003–04 Underspend 42,825 4,601 "7,882 "436 39,108

EYF at End 2003–04 58,160 4,601 "11,078 "14,324 37,359

EYF at Start 2004–05 58,160 4,601 "11,078 "14,324 37,359
EYF Drawdown Winter Supplementary 0 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0

EYF Available after Spring Supplementary 58,160 4,601 "11,078 "14,324 37,359

Adjustment to 2003–04 Outturn 0
Adjustment to Cumulative Outturn 652 0 0 652
Provisional 2004–05 Underspend 26,649 4,294 "23,721 5,656 12,878

EYF at End 2004–05 85,461 8,895 "34,799 "8,668 50,889
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£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

MRC

£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF at End 2000–01 0 0 0 0

EYF at Start 2001–02 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 0 0 0 0 0
Adjustment to 2000–01 Outturn 0
Provisional 2001–02 Underspend 0

EYF at End 2001–02 0 0 0 0 0

EYF at Start 2002–03 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary 0 0 0 0 0

Adjustment to 2001–02 Outturn 0
Provisional 2002–03 Underspend 33,076 988 10,670 44,734

EYF at End 2002–03 33,076 0 988 10,670 44,734

EYF at Start 2003–04 33,076 0 988 10,670 44,734
EYF Drawdown Winter Supplementary "20,126 0 0 "20,126
EYF Drawdown Spring Supplementary 0 0 0 0

EYF Available after Spring Supplementary 12,950 0 988 10,670 24,608

Adjustment to 2002–03 Outturn 0
Provisional 2003–04 Underspend 32,266 1,328 "2,367 31,227

EYF at End 2003–04 45,216 0 2,316 8,303 55,835

EYF at Start 2004–05 45,216 0 2,316 8,303 55,835
EYF Drawdown Winter Supplementary 0 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0

EYF Available after Spring Supplementary 45,216 0 2,316 8,303 55,835

Adjustment to 2003–04 Outturn 0
Adjustment to Cumulative Outturn "16,433 6,810 "2,998 "12,621
Provisional 2004–05 Underspend 25,344 15,681 "7,600 1,343 34,768

EYF at End 2004–05 54,127 22,491 "5,284 6,648 77,982

NERC

£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF at End 2000–01 "18 68 5,786 5,836

EYF at Start 2001–02 "18 0 68 5,786 5,836
EYF Drawdown Winter Supplementary "68 "5,786 "5,854
EYF Drawdown Spring Supplementary 0

EYF Available after Spring Supplementary "18 0 0 0 "18

Adjustment to 2000–01 Outturn 0
Provisional 2001–02 Underspend 893 239 1,132

EYF at End 2001–02 875 0 239 0 1,114

EYF at Start 2002–03 875 0 239 0 1,114
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0
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£000 Resource Capital
Resource Cash Non-Cash Grants Capital ALL DEL

EYF Available after Spring Supplementary 875 0 239 0 1,114

Adjustment to 2001–02 Outturn 4,908 "802 "809 3,297
Provisional 2002–03 Underspend 6,099 316 5,413 11,828

EYF at End 2002–03 11,882 0 "247 4,604 16,239

EYF at Start 2003–04 11,882 0 "247 4,604 16,239
EYF Drawdown Winter Supplementary "835 0 "4,604 "5,439
EYF Drawdown Spring Supplementary "11,634 "239 "11,873

EYF Available after Spring Supplementary "587 0 "486 0 "1,073

Adjustment to 2002–03 Outturn 555 "239 316
Provisional 2003–04 Underspend 10,199 11,651 3,795 3,234 28,879

EYF at End 2003–04 10,167 11,651 3,070 3,234 28,122

EYF at Start 2004–05 10,167 11,651 3,070 3,234 28,122
EYF Drawdown Winter Supplementary 0 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0

EYF Available after Spring Supplementary 10,167 11,651 3,070 3,234 28,122

Adjustment to 2003–04 Outturn 0
Adjustment to Cumulative Outturn 0 0 0 0
Provisional 2004–05 Underspend –2,965 13,804 "3,200 "1,168 6,471

EYF at End 2004–05 7,202 25,455 "130 2,066 34,593

Annex 2a

ESRC Financial Review at End December

Cash Resource Capital TOTAL
Resource Non-Cash Grants Resource Capital Total DEL

£000 £000 £000 £000 £000 £000

YEAR TO DATE
Actual 86,595 619 4,180 91,394 474 91,868
Budget 87,540 686 3,900 92,126 2,438 94,563

Over(Under)spend to Date "945 "67 280 "732 "1,964 "2,695

FULL YEAR
Current Forecast 116,163 853 7,500 124,516 600 125,116
Allocation 116,720 914 5,200 122,834 3,250 126,084

Forecast
Over(Under)spend
for Year "557 "61 2,300 1,682 "2,650 "968

Annex 2b
MRC Financial Review at End December

Cash Resource Capital TOTAL
Resource Non-Cash Grants Resource Capital Total DEL

£000 £000 £000 £000 £000 £000

YEAR TO DATE
Actual 284,512 16,842 14,288 315,642 16,043 331,685
Budget 320,385 19,725 7,988 348,098 29,620 377,717

Over(Under)spend to Date "35,873 "2,883 6,301 "32,456 "13,577 "46,032

FULL YEAR
Current Forecast 393,426 34,042 25,538 453,006 32,599 485,605
Allocation 427,180 26,300 10,650 464,130 39,493 503,623

Forecast
Over(Under)spend
for Year "33,754 7,742 14,888 "11,124 "6,894 "18,018
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Annex 2c

EPSRC Financial Review at End December

Cash Resource Capital TOTAL
Resource Non-Cash Grants Resource Capital Total DEL

£000 £000 £000 £000 £000 £000

YEAR TO END
Actual 351,727 "382 44,352 395,697 227 395,924
Budget 394,047 "383 36,672 430,336 922 431,258

Over(Under)spend to Date "42,320 1 7,680 "34,639 "695 "35,334

FULL YEAR
Current Forecast 497,413 "329 54,874 551,958 2,052 554,010
Allocation 525,396 "511 48,896 573,781 1,229 575,010

Forecast
Over(Under)spend
for Year "27,983 182 5,978 "21,823 823 "21,000

Annex 2d

NERC Financial Review at End December

Cash Resource Capital TOTAL
Resource Non-Cash Grants Resource Capital Total DEL

£000 £000 £000 £000 £000 £000

YEAR TO DATE
Actual 215,321 22,876 11,084 249,280 23,033 272,313
Budget 219,045 24,306 11,084 254,435 23,510 277,944

Over(Under)spend to Date "3,724 "1,430 0 "5,155 "477 "5,631

FULL YEAR
Current Forecast 280,060 32,408 18,778 331,246 32,131 363,377
Allocation 292,060 32,408 14,778 339,246 31,346 370,592

Forecast
Over(Under)spend
for Year "12,000 0 4,000 "8,000 785 "7,215

MEMORANDUM 10

Submission from Economical and Social Research Council

EYF Information

A. The breakdown of the EYF stock has been completed as requested. Amendments to the spreadsheet
you provided, as attached, include an adjustment to the 2004–05 outturn figure and provisional 2005–06
figures. These figures are in line with the projected outturn for 2005–06 reported as at December 2005.

B. The forecast application of EYF in 2005–06 is £1,466k.As planned this usage of EYFwill meetCapital
Grant spend. It should be noted that Capital Grant spend also uses a large transfer of funds from ESRC’s
capital allocation, as previously agreed with OST.Within the overall balance of funds management, the use
of EYF does not require additional drawdown of cash, and will be reflected in accrued expenditure at
year end.

C. The Resource Allocation and Forecast return for December 2005 is also enclosed. This return
indicates an underspend against budget for the year of £968k, and a reduced utilisation of EYF in the year
from £2,374k to the £1,466k referred to in B above. The forecast underspend is due to an unexpected level
of slippage of strategic research investments into later years. There is also some slippage in expenditure on
postgraduate training.

The separate variances in the forecast Resource and Capital figures within the OST Report represent a
virement of £2,650k from Capital to Capital Grants. The balance is represented by the forecast underspend
for the year against budget of £968k, referred to above.
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D. Not applicable to ESRC.

E. 2004–05 is the first year that an EYF figure for Resource Non Cash was shown as a separate item and
the figure of £510k represents an accumulated position since 2001–02. The figure at the end of 2004–05 is
higher than anticipated as implementation and subsequent capitalisation of the Information Centre was
delayed, resulting in a reduced level of depreciation charged to 2004–05.

F. Not applicable to ESRC.

Annex 1

RESOURCE ALLOCATION AND FORECAST

Period: 9 December FY 2005–06 all in £000s

Coins SCOA Apr-Nov Adjustments Dec YTD Jan Feb Mar Full-Year Full-Year Over/
Code Actual to Nov Actual Outturn Forecast Forecast Forecast Forecast Budget Under

Resource DEL

Income
Pay related receipts 41212000 "90 "90 "50 "140 "140 0
Receipts for goods and services 41203000 "2,853 "700 "3,553 "914 "3,301 "3,274 "11,042 "11,042 0
Interest Receivable 41321000 0 0 0
EU Receipts 41209100 0 0 0

Net expenditure (cash)
Pay Costs 51111100 2,637 332 2,969 350 350 350 4,019 4,186 "167
Payment for goods and services 51403000 1,295 232 1,527 324 324 506 2,681 2,681 0

Current Grants
Current grants 51620400 80,158 7,078 87,236 12,955 8,955 10,954 120,100 122,340 "2,240
Current grants–overseas 51620200 79 7 86 153 153 153 545 695 "150

Interest on Assets
Interest payable 54017120 0 0 0
Interest payable on finance leases
(PFI) 54017620 0 0 0

Profit and loss on disposal
Profit on disposal of land 41214100 0 0 0
Profit on disposal of buildings 41214200 0 0 0
Loss on disposal of buildings 51414114 0 0 0
Profit on disposal of fixed asset
investment 41216100 0 0 0
Loss on disposal of fixed asset
investment 51414200 0 0 0
Profit on disposal of other assets 41214300 0 0 0
Loss on disposal of other assets 51414116 0 0 0
Profit on disposal of intangibles 41215000 0 0 0
Loss on disposal of intangibles 51414300 0 0 0

Non Cash Costs
Cost of Capital charges 51410130 0 0 0
Change in provisions 51411600 0 0 0
Bad debts 51413100 0 0 0
Impairments 51321100 0 0 0
Depreciation on tangibles 51311000 549 70 619 78 78 78 853 914 "61
Depreciation on intangibles 51313000 0 0 0
Fixed assets
investment–Impairment 51322100 0 0 0

Capital Grants:

Capital grants 51617000 3,745 435 4,180 1,773 773 774 7,500 5,850 1,650
Capital grants–overseas 51614000 0 0 0

DEL Capital:

Asset
Additions–Land 13312400 0 0 0
Book value on sale of land 13316400 0 0 0
Additions–Buildings 13312600 0 0 0
Book value on sale of buildings 13316600 0 0 0
Additions–other assets 13812000 474 0 474 40 40 46 600 600 0
Book value on sale of other assets 13816000 0 0 0
Intangible assets 11312000 0 0 0
Book value on sale of intangible
assets 11316000 0 0 0
Fixed asset investment 17012000 0 0 0
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Annex 1a

RESOURCE ALLOCATION AND FORECAST

Period: 10 January FY 2005–06 all in £000s

Coins SCOA Apr-Dec Adjustments YTD Feb Mar Full-Year Full-Year Over/
Code Actual to Dec Jan Actual Outturn Forecast Forecast Forecast Budget Under

Resource DEL

Income
Pay related receipts 41212000 "90 "90 "90 "140 50
Receipts for goods and services 41203000 –3,553 "3,553 "3,553 "11,042 7,489
Interest Receivable 41321000 0 0 0 0 0
EU Receipts 41209100 0 0 0 0 0

Net expenditure (cash)
Pay Costs 51111100 2,969 2,969 2,969 4,186 "1,217
Payment for goods and services 51403000 1,527 1,527 1,527 2,681 "1,15

Current Grants
Current grants 51620400 87,236 87,236 87,236 122,340 "35,104
Current grants–overseas 51620200 86 86 86 695 "609

Interest on Assets
Interest payable 54017120 0 0 0 0 0
Interest payable on finance leases
(PFI) 54017620 0 0 0 0 0

Profit and loss on disposal
Profit on disposal of land 41214100 0 0 0 0 0
Profit on disposal of buildings 41214200 0 0 0 0 0
Loss on disposal of buildings 51414114 0 0 0 0 0
Profit on disposal of fixed asset
investment 41216100 0 0 0 0 0
Loss on disposal of fixed asset
investment 51414200 0 0 0 0 0
Profit on disposal of other assets 41214300 0 0 0 0 0
Loss on disposal of other assets 51414116 0 0 0 0 0
Profit on disposal of intangibles 41215000 0 0 0 0 0
Loss on disposal of intangibles 51414300 0 0 0 0 0

Non Cash Costs
Cost of Capital charges 51410130 0 0 0 0 0
Change in provisions 51411600 0 0 0 0 0
Bad debts 51413100 0 0 0 0 0
Impairments 51321100 0 0 0 0 0
Depreciation on tangibles 51311000 619 619 619 914 "295
Depreciation on intangibles 51313000 0 0 0 0 0
Fixed assets investment
–Impairment 51322100 0 0 0 0 0

Capital Grants:

Capital grants 51617000 4,180 4,180 4,180 5,850 "1,670
Capital grants–overseas 51614000 0 0 0 0 0

DEL CapitaL:

Asset
Additions–Land 13312400 0 0 0 0 0
Book value on sale of land 13316400 0 0 0 0 0
Additions–Buildings 13312600 0 0 0 0 0
Book value on sale of buildings 13316600 0 0 0 0 0
Additions–other assets 13812000 474 474 474 600 "126
Book value on sale of other assets 13816000 0 0 0 0 0
Intangible assets 11312000 0 0 0 0 0
Book value on sale of intangible
assets 11316000 0 0 0 0 0
Fixed asset investment 17012000 0 0 0 0 0
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Annex 1b

RESOURCE ALLOCATION AND FORECAST

Period: 11 February FY 2005–06 all in £000s

Coins SCOA Apr-Jan Adjustments YTD Mar Full-Year Full-Year Over/
Code Actual to Jan Feb Actual Outturn Forecast Forecast Budget Under

Resource DEL

Income
Pay related receipts 41212000 "90 "90 "90 "140 50
Receipts for goods and services 41203000 –3,553 "3,553 "3,553 "11,042 7,489
Interest Receivable 41321000 0 0 0 0 0
EU Receipts 41209100 0 0 0 0 0

Net expenditure (cash)
Pay Costs 51111100 2,969 2,969 2,969 4,186 "1,217
Payment for goods and services 51403000 1,527 1,527 1,527 2,681 "1,15

Current Grants
Current grants 51620400 87,236 87,236 87,236 122,340 "35,104
Current grants–overseas 51620200 86 86 86 695 "609

Interest on Assets
Interest payable 54017120 0 0 0 0 0
Interest payable on finance leases
(PFI) 54017620 0 0 0 0 0

Profit and loss on disposal
Profit on disposal of land 41214100 0 0 0 0 0
Profit on disposal of buildings 41214200 0 0 0 0 0
Loss on disposal of buildings 51414114 0 0 0 0 0
Profit on disposal of fixed asset
investment 41216100 0 0 0 0 0
Loss on disposal of fixed asset
investment 51414200 0 0 0 0 0
Profit on disposal of other assets 41214300 0 0 0 0 0
Loss on disposal of other assets 51414116 0 0 0 0 0
Profit on disposal of intangibles 41215000 0 0 0 0 0
Loss on disposal of intangibles 51414300 0 0 0 0 0

Non Cash Costs
Cost of Capital charges 51410130 0 0 0 0 0
Change in provisions 51411600 0 0 0 0 0
Bad debts 51413100 0 0 0 0 0
Impairments 51321100 0 0 0 0 0
Depreciation on tangibles 51311000 619 619 619 914 "295
Depreciation on intangibles 51313000 0 0 0 0 0
Fixed assets investment
–Impairment 51322100 0 0 0 0 0

Capital Grants:

Capital grants 51617000 4,180 4,180 4,180 5,850 "1,670
Capital grants–overseas 51614000 0 0 0 0 0

DEL CapitaL:

Asset
Additions–Land 13312400 0 0 0 0 0
Book value on sale of land 13316400 0 0 0 0 0
Additions–Buildings 13312600 0 0 0 0 0
Book value on sale of buildings 13316600 0 0 0 0 0
Additions–other assets 13812000 474 474 474 600 "126
Book value on sale of other assets 13816000 0 0 0 0 0
Intangible assets 11312000 0 0 0 0 0
Book value on sale of intangible
assets 11316000 0 0 0 0 0
Fixed asset investment 17012000 0 0 0 0 0
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Annex 1c

RESOURCE ALLOCATION AND FORECAST

Period: 12 March FY 2005–06 all in £000s

Coins SCOA Apr-Feb Adjustments March YTD Full-Year Over/
Code Actual to February actual Outturn Budget Under

Resource DEL

Income
Pay related receipts 41212000 "90 "90 "140 50
Receipts for goods and services 41203000 "3,553 "3,553 "11,042 7,489
Interest Receivable 41321000 0 0 0 0
EU Receipts 41209100 0 0 0 0

Net expenditure (cash)
Pay Costs 51111100 2,969 2,969 4,186 "1,217
Payment for goods and services 51403000 1,527 1,527 2,681 "1,154

Current Grants
Current grants 51620400 87,236 87,236 122,340 "35,104
Current grants–overseas 51620200 86 86 695 "609

Interest on Assets
Interest payable 54017120 0 0 0 0
Interest payable on finance leases
(PFI) 54017620 0 0 0 0

Profit and loss on disposal
Profit on disposal of land 41214100 0 0 0 0
Profit on disposal of buildings 41214200 0 0 0 0
Loss on disposal of buildings 51414114 0 0 0 0
Profit on disposal of fixed asset
investment 41216100 0 0 0 0
Loss on disposal of fixed asset
investment 51414200 0 0 0 0
Profit on disposal of other assets 41214300 0 0 0 0
Loss on disposal of other assets 51414116 0 0 0 0
Profit on disposal of intangibles 41215000 0 0 0 0
Loss on disposal of intangibles 51414300 0 0 0 0

Non Cash Costs
Cost of Capital charges 51410130 0 0 0 0
Change in provisions 51411600 0 0 0 0
Bad debts 51413100 0 0 0 0
Impairments 51321100 0 0 0 0
Depreciation on tangibles 51311000 619 619 914 –295
Depreciation on intangibles 51313000 0 0 0 0
Fixed assets
investment–Impairment 51322100 0 0 0 0

Capital Grants:

Capital grants 51617000 4,180 4,180 5,850 "1,670
Capital grants–overseas 51614000 0 0 0 0

DEL Capital:

Asset
Additions–Land 13312400 0 0 0 0
Book value on sale of land 13316400 0 0 0 0
Additions–Buildings 13312600 0 0 0 0
Book value on sale of buildings 13316600 0 0 0 0
Additions–other assets 13812000 474 474 600 "126
Book value on sale of other assets 13816000 0 0 0 0
Intangible assets 11312000 0 0 0 0
Book value on sale of intangible
assets 11316000 0 0 0 0
Fixed asset investment 17012000 0 0 0 0

MEMORANDUM 10

Submission from the Engineering and Physical Sciences Research Council

Engineering and Physical Sciences Research Council Provide the Explanation Below:

Question 1

As requested please find a breakdown of the EYF stocks attached at Appendix 1

Question 2

(i) Original projections included in the EPSRC Delivery Plan suggested in year expenditure leading to a
£21.5 million draw down of brought forward EYF stocks. However with the passage of time since
publication of Delivery Plan it became increasingly clear that the expectation on the rate of start on new
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grants was falling behind the planning assumptions. Recognising the situation that was developing during
the first two months of the financial year 2005–06 an increased level of activity was undertaken to prevent
further slippage. Indeed as a result of this during the last 10 months of the financial year the position has
been held and the present level of confidence of delivering a neutral current year EYF is high.

(ii) In addition to the above, a loan of £21M from the EPSRC to RCUK was agreed during 2005–06.
This was supported by the OST, however a misunderstanding resulted in diVering accounting treatments of
the loan by the OST and the EPSRC. It had been intended by the EPSRC that the loan should eVectively
reduce DEL from £574 million to £553 million, however OST reflected an expectation of £21 million
drawdown from brought forward EYF stocks. The position was subsequently agreed with the OST that the
suggested drawdown of £21 million would not be realised.

Question 3

As requested please find the latest DEL Outturn Statements at Appendix 2.

Sub-point (a) You will note that income has increased by £25 million. This is made up of three elements:
(1) £21million referred to above in at 2(ii) above; (2) Reinstatement of an allocation of £3.5million in respect
of Diamond Beamlines; and, (3) an additional allocation of £0.8 for RCPS.

These are exactly balanced by increases in expenditure so that the resulting forecast was not changed.

Sub-point (b) There are no anomalies.

March 2006

Annex 1

EPSRC—5 YEAR EYF SUMMARY

Cash to RAB RAB Introduction December IYM Forecast
2000–01 2001–02 2002–03 2003–04 2004–05 2005–06

DEL — 479.0 503.5 462.5 500.6 575.0
Expenditure — 478.0 501.3 423.4 487.8 554.0
EYF — 1.0 2.2 39.1 12.8 21.0
EYF adjustments — "4.0 0.8
Cumulative EYF — 1.0 "1.7 38.1 50.9 50.9
EYF Drawndown — — 1.0 — — 21.0

Notes to EYF adjustments:

2002–03 All £1,025k EYF drawdown at beginning of year.
Repayment of OST loan taken out of carried forward EYF.
Adjustment between provisonal and final outturn.

2003–04 Inherited £768k NCOA cumulative EYF.
2005–06 Misunderstanding between EPSRC & OST meant that £21 million was drawndown from

cumulative EYF by OST.
EPSRC had planned to take £21 million for RCUK loan from DEL—hence £21 million
underspend.
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Annex 2

Engineering And Physical Sciences Research Council

In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

Delivery Plan
DEL:
General 504.7 0.9 2.3 28.6 13.2 549.7
Nuclear Contract of Association 3.3 3.3

Totals 508.0 0.9 2.3 28.6 13.2 553.0
Expenditure:
General 523.1 0.6 "1.1 47.7 0.9 571.2
Nuclear Contract of Association 3.3 3.3

Totals 526.4 0.6 "1.1 47.7 0.9 574.5
EYF "21.5

EYF b/f 50.9
EYF drawdown 0.0
Cumulative EYF 29.4

May IYM return
DEL:
General 508.9 1.0 "1.8 28.6 13.2 549.9
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 28.6 13.2 553.2
General 518.9 0.6 "1.1 43.2 0.9 562.5
Nuclear Contract of Association 3.3 3.3

Totals 522.2 0.6 "1.1 43.2 0.9 565.8
EYF "12.6

EYF b/f 50.9
EYF drawdown 0.0
Cumulative EYF 38.3

June IYM return
DEL:
General 508.9 1.0 "1.8 28.6 9.7 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 28.6 9.7 549.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
EYF 0.0

EYF b/f 50.9
EYF drawdown 0.0
Cumulative EYF 50.9

July IYM return
DEL:
General 508.9 1.0 "1.8 37.4 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 37.4 0.9 549.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
EYF 0.0

EYF b/f 50.9
EYF drawdown 0.0
Cumulative EYF 50.9

August IYM return
DEL:
General 508.9 1.0 "1.8 37.4 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 37.4 0.9 549.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
NB the actual EYF reported was "£6M (overspend) as a result of an error by OST EYF 0.0
in removing the BBSRC loan repayment from DEL. The error was corrected in September. EYF b/f 50.9

EYF drawdown 0.0
Cumulative EYF 50.9
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In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

September IYM return
DEL:
General 508.9 1.0 "1.8 37.4 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 37.4 0.9 549.7
General 489.4 0.6 "0.9 54.9 2.4 546.4
Nuclear Contract of Association 3.3 3.3

Totals 492.7 0.6 "0.9 54.9 2.4 549.7
EYF 0.0

EYF b/f 50.9
EYF drawdown 0.0
Cumulative EYF 50.9

October IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 493.7 0.6 "0.9 54.9 2.4 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.0 0.6 "0.9 54.9 2.4 554.0
EYF 21.0

EYF b/f 50.9
EYF drawdown "21.0
Cumulative EYF 50.9

November IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 494.1 0.6 "0.9 54.9 2.0 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.4 0.6 "0.9 54.9 2.0 554.0
EYF 21.0

EYF b/f 50.9
EYF drawdown "21.0
Cumulative EYF 50.9

December IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 494.1 0.6 "0.9 54.9 2.0 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.4 0.6 "0.9 54.9 2.0 554.0
EYF 21.0

EYF b/f 50.9
EYF drawdown "21.0
Cumulative EYF 50.9

In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

Delivery Plan
DEL:
General 504.7 0.9 2.3 28.6 13.2 549.7
Nuclear Contract of Association 3.3 3.3

Totals 508.0 0.9 2.3 28.6 13.2 553.0
Expenditure:
General 523.1 0.6 "1.1 47.7 0.9 571.2
Nuclear Contract of Association 3.3 3.3

Totals 526.4 0.6 "1.1 47.7 0.9 574.5
EYF "21.5

May IYM return
DEL:
General 508.9 1.0 "1.8 28.6 13.2 549.9
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 28.6 13.2 553.2
General 518.9 0.6 "1.1 43.2 0.9 562.5
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In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

Nuclear Contract of Association 3.3 3.3
Totals 522.2 0.6 "1.1 43.2 0.9 565.8

EYF "12.6

June IYM return
DEL:
General 508.9 1.0 "1.8 28.6 9.7 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 28.6 9.7 549.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
EYF 0.0

July IYM return
DEL:
General 508.9 1.0 "1.8 37.4 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 37.4 0.9 549.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
EYF 0.0

August IYM return
DEL:
General 502.9 1.0 "1.8 37.4 0.9 540.4
Nuclear Contract of Association 3.3 3.3

Totals 506.2 1.0 "1.8 37.4 0.9 543.7
General 503.2 0.6 "1.5 43.2 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 506.5 0.6 "1.5 43.2 0.9 549.7
EYF "6.0

September IYM return
DEL:
General 508.9 1.0 "1.8 37.4 0.9 546.4
Nuclear Contract of Association 3.3 3.3

Totals 512.2 1.0 "1.8 37.4 0.9 549.7
General 489.4 0.6 "0.9 54.9 2.4 546.4
Nuclear Contract of Association 3.3 3.3

Totals 492.7 0.6 "0.9 54.9 2.4 549.7
EYF 0.0

October IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 493.7 0.6 "0.9 54.9 2.4 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.0 0.6 "0.9 54.9 2.4 554.0
EYF 21.0

November IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 494.1 0.6 "0.9 54.9 2.0 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.4 0.6 "0.9 54.9 2.0 554.0
EYF 21.0

December IYM return
DEL:
General 522.1 1.0 "1.5 48.9 1.2 571.7
Nuclear Contract of Association 3.3 3.3

Totals 525.4 1.0 "1.5 48.9 1.2 575.0
General 494.1 0.6 "0.9 54.9 2.0 550.7
Nuclear Contract of Association 3.3 3.3

Totals 497.4 0.6 "0.9 54.9 2.0 554.0
EYF 21.0
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In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

Delivery Plan
DEL:
General 504,740 900 2,260 28,560 13,230 549,690
Nuclear Contract of Association 3,300 3,300

Totals 508,040 900 2,260 28,560 13,230 552,990
Expenditure:
General 523,142 600 "1,111 47,664 915 571,210
Nuclear Contract of Association 3,300 3,300

Totals 526,442 600 "1,111 47,664 915 574,510
EYF "21,520

May IYM return
DEL:
General 508,946 988 "1,828 28,558 13,229 549,893
Nuclear Contract of Association 3,300 3,300

Totals 512,246 988 "1,828 28,558 13,229 553,193
General 518,860 600 "1,111 43,210 910 562,469
Nuclear Contract of Association 3,300 3,300

Totals 522,160 600 "1,111 43,210 910 565,769
EYF "12,576

June IYM return
DEL:
General 508,946 988 "1,828 28,558 9,729 546,393
Nuclear Contract of Association 3,300 3,300

Totals 512,246 988 "1,828 28,558 9,729 549,693
General 503,168 600 "1,500 43,210 915 546,393
Nuclear Contract of Association 3,300 3,300

Totals 506,468 600 "1,500 43,210 915 549,693
EYF 0

July IYM return
DEL:
General 508,946 988 "1,828 37,372 915 546,393
Nuclear Contract of Association 3,300 3,300

Totals 512,246 988 "1,828 37,372 915 549,693
General 503,168 600 "1,500 43,210 915 546,393
Nuclear Contract of Association 3,300 3,300

Totals 506,468 600 "1,500 43,210 915 549,693
EYF 0

August IYM return
DEL:
General 502,946 988 "1,828 37,372 915 540,393
Nuclear Contract of Association 3,300 3,300

Totals 506,246 988 "1,828 37,372 915 543,693
General 503,168 600 "1,500 43,210 915 546,393
Nuclear Contract of Association 3,300 3,300

Totals 506,468 600 "1,500 43,210 915 549,693
EYF "6,000

September IYM return
DEL:
General 508,946 988 "1,828 37,372 915 546,393
Nuclear Contract of Association 3,300 3,300

Totals 512,246 988 "1,828 37,372 915 549,693
General 489,418 560 "890 54,897 2,415 546,400
Nuclear Contract of Association 3,300 3,300

Totals 492,718 560 "890 54,897 2,415 549,700
EYF "7

October IYM return
DEL:
General 522,096 988 "1,499 48,896 1,229 571,710
Nuclear Contract of Association 3,300 3,300

Totals 525,396 988 "1,499 48,896 1,229 575,010
General 493,731 560 "890 54,894 2,415 550,710
Nuclear Contract of Association 3,300 3,300

Totals 497,031 560 "890 54,894 2,415 554,010
EYF 21,000
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In-year monitoring Resource
Cost of Capital

Core Depreciation capital grants Capital Total
£k £k £k £k £k £k

November IYM return
DEL:
General 522,116 968 "1,499 48,896 1,229 571,710
Nuclear Contract of Association 3,300 3,300

Totals 525,416 968 "1,499 48,896 1,229 575,010
General 494,131 560 "890 54,894 2,015 550,710
Nuclear Contract of Association 3,300 3,300

Totals 497,431 560 "890 54,894 2,015 554,010
EYF 21,000

December IYM return
DEL:
General 522,116 968 "1,499 48,896 1,229 571,710
Nuclear Contract of Association 3,300 3,300

Totals 525,416 968 "1,499 48,896 1,229 575,010
General 494,114 560 "890 54,874 2,052 550,710
Nuclear Contract of Association 3,300 3,300

Totals 497,414 560 "890 54,874 2,052 554,010
EYF 21,000

MEMORANDUM 11

Submission from the Medical Research Council

Medical Research Council Provides the Following Explanation

The template has been completed and is included in the attachment. It diVers from the November 2005
summary because that summary did not cast.1,439 on the final line should read 1,821.

MRCwill be using the 2004–05 EYF in 2005–06 and anticipate it taking a further two to three years before
it is exhausted.

The statement submitted to OST in January, for the 9 months to December 2005, is included in the
attachment.

The projected numbers included therein incorporate and account for all expected anomalies.

MRChas reviewed its files but can find no explanation for the budget excess relating to non-cash resource.

A table showing non-cash budget and out-turns is included in the attachment.MRC can find no evidence
of a budget figure for 2002–03.

March 2006

Annex 1

A REQUIREMENT

Resource Resource Capital
Cash Non-Cash Grants Capital ALL DEL

EYF at End 2000–01 0 0 0 0

EYF at Start 2001–02 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0
EYF Available after Spring Supplementary 0 0 0 0 0

Adjustment to 2000–01 Outturn 0
Provisional 2001–02 Underspend 0
EYF at End 2001–02 0 0 0 0 0

EYF at Start 2002–03 0 0 0 0 0
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0
EYF Available after Spring Supplementary 0 0 0 0 0
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Resource Resource Capital
Cash Non-Cash Grants Capital ALL DEL

Adjustment to 2001–02 Outturn 0
Provisional 2002–03 Underspend 33076 988 10670 44734
EYF at End 2002–03 33076 0 988 10670 44734

EYF at Start 2003–04 33076 0 988 10670 44734
EYF Drawdown Winter Supplementary "20126 0 0 "20126
EYF Drawdown Spring Supplementary 0 0 0 0
EYF Available after Spring Supplementary 12950 0 988 10670 24608
Adjustment to 2002–03 Outturn 0
Provisional 2003–04 Underspend 32266 1328 "2367 31227
EYF at End 2003–04 45216 0 2316 8303 55835

EYF at Start 2004–05 45216 0 2316 8303 55835
EYF Drawdown Winter Supplementary 0 0 0 0 0
EYF Drawdown Spring Supplementary 0 0 0 0 0
EYF Available after Spring Supplementary 45216 0 2316 8303 55835
Adjustment to 2003–04 Outturn 0
Adjustment to Cumulative Outturn "16433 6810 "2998 "12621
Provisional 2004–05 Underspend 25344 15681 "7600 1343 34768
EYF at End 2004–05 54127 22491 "5284 6648 77982

EYF at Start 2005–06 54127 22491 "5284 6648 77982
EYF Drawdown Winter Supplementary 0
EYF Drawdown Spring Supplementary 0
EYF Available after Spring Supplementary 54127 22491 "5284 6648 77982

Adjustment to 2004–05 Outturn 0
Provisional 2005–06 Underspend 0
EYF at End 2005–06 54127 22491 "5284 6648 77982

Annex 1a

RESOURCE ALLOCATION AND FORECAST

Period: 9 December FY 2005–06 all in £000s

1 2 3 4 5 6 7 8 9 10
Coins SCOA Apr-Nov Adjustments Dec YTD Jan Feb Mar Full-Year Full-Year Over/
Code Actual to Nov Actual Outturn Forecast Forecast Forecast Forecast Budget Under

Pay related receipts 41212000 0 0 0
Receipts for goods and services 41203000 "27,085 "5,364 "32,449 "32,449 "32,449
Interest Receivable 41321000 "35 "5 "40 "40 "40
EU Receipts 41209100 "700 "700 "700 "700

Total "27,820 0 "5,369 "33,189 0 0 0 "33,189 0 "33,189

Pay Costs 51111100 96,048 11,274 107,322 107,322 133,290 "25,968
Payment for goods and services 51403000 62,944 "49 7,300 70,195 70,195 115,530 "45,335

Total 158,992 "49 18,574 177,517 0 0 0 177,517 248,820 "71,303

Current grants 51620400 101,031 37,676 138,707 138,707 168,640 "29,933
Current grants–overseas 51620200 0 0 0 0

Total 101,031 0 37,676 138,707 0 0 0 138,707 168,640 "29,933

Interest payable 54017120 0 0 0
Interest payable on finance leases
(PFI) 54017620 0 0 0

Total 0 0 0 0 0 0 0 0 0 0 0

Profit on disposal of land 41214100 0 0 0
Profit on disposal of buildings 41214200 0 0 0
Loss on disposal of buildings 51414114 1,052 1,052 1,052 1,052
Profit on disposal of fixed asset
investment 41216100 0 0 0
Loss on disposal of fixed asset
investment 51414200 0 0 0
Profit on disposal of other assets 41214300 0 0 0
Loss on disposal of other assets 51414116 575 "32 46 289 289 289
Profit on disposal of intangibles 41215000 0 0 0
Loss on disposal of intangibles 51414300 0 0 0

Total 1,327 "32 46 1,341 0 0 0 1,341 0 1,341

Cost of Capital charges 51410130 4,543 113 4,656 900 750 250 6,556 3,182 3,374
Change in provisions 51411600 0 1,897 1,897 1,897 0
Bad debts 51413100 0 0 0
Impairments 51321100 0 0 0
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1 2 3 4 5 6 7 8 9 10
Coins

SCOA Apr-Nov Adjustments Dec YTD Jan Feb Mar Full-Year Full-Year Over/
Code Actual to Nov Actual Outturn Forecast Forecast Forecast Forecast Budget Under

Depreciation on tangibles 51311000 10,794 1,430 12,224 1,600 1,800 2,100 17,724 11,016 6,708
Depreciation on intangibles 51313000 0 0 0
Fixed assets
investment–Impairment 51322100 0 0 0

Total 15,337 0 1,543 16,880 2,500 2,550 4,247 26,177 16,095 10,082

Capital grants 51617000 11,377 2,871 14,248 14,248 10,650 3,598
Capital grants–overseas 51614000 0 0 0

Total 11,377 0 2,871 14,248 0 0 0 14,248 10,650 3,598

Additions–Land 13312400 0 0 0
Book value on sale of land 13316400 0 0 0
Additions–Buildings 13312600 9,330 1,074 10,404 10,404 24,973 "14,569
Book value on sale of buildings 13316600 "1,052 "1,052 "1,052 "1,052
Additions–other assets 13812000 6,673 554 7,227 7,227 9,600 "2,373
Book value on sale of other assets 13816000 "489 "47 "536 "536 "536
Intangible assets 11312000 0 0 0
Book value on sale of intangible
assets 11316000 0 0 0
Fixed asset investment 17012000 0 0 0

Total 16,003 "1,541 1,581 16,043 0 0 0 16,043 34,573 "18,530

F Requirement

MRC—NON CASH

Outturn Budget Under/(Over) Spend

2002–03 N/A N/A
2003–04 33,855 40,665 6,810
2004–05 24,798 40,479 15,681

Total 22,491

MEMORANDUM 12

Submission from the OYce of Science and Innovation

Answers to Follow-up Questions Raised by the Committee at the Science Question Time Oral

Evidence Session on 18 October 2006

Division of funding within the thematic priorities of the Co-operation Programme, Framework Programme 7

FollowingLord Sainsbury’s “ScienceQuestion Time” appearance before the Science&Technology Select
Committee on 18 October 2006, the Committee asked for further information on the division of funding
within the thematic priorities of the Framework Programme 7 (FP7) Cooperation Specific Programme. In
particular the Committee asked about the budget split across the Environment (including climate change)
theme; the Energy theme; and research funded under the Euratom Programme.

I enclose at Annex A the budget allocation across all the thematic priorities and the Euratom Programme
which forms the basis of the Finnish Presidency’s negotiations with the European Parliament, where their
aim is to reach a Second Reading deal shortly. Whilst the process of scrutiny of the European Parliament
has not yet concluded, it is unlikely that these figures will change significantly as a consequence of their
deliberations. It is worth noting that all the thematic priorities will see an increase in budget from FP6 to
FP7, with the Cooperation Specific Programme receiving approximately 65% of the total FP7 budget.

During Lord Sainsbury’s appearance before the Committee, some concern was expressed about the
relative budget of the Environment (including climate change) thematic priority in comparison with other
thematic priorities. It is important to note that only looking at the budget allocations per thematic priority
does not necessarily give the full picture of funds available or an indication to the relative importance of any
one policy area or sector. FP7 oVers the opportunity for cross-disciplinary research, enabling researchers
to access funding from multiple thematic priorities. The Energy thematic priority is a good example where
activities and objectives aimed at research that are relevant to wider environmental issues such as climate
change and energy eYciency are given clear priority—the Committee might be interested to note that the
European Parliament has asked that a strong emphasis be given to renewables within this thematic priority.
I should add that the rational and eYcient use of energy has also been identified as a cross cutting theme
across the entire FP7 Cooperation Programme.

November 2006
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Annex A

Cooperation 32,413

Health 6,100
Food, Agriculture and Fisheries, Biotechnology 1,935
Information and Communication Technologies 9,050
Nano-sciences, Nano-technologies, Materials and new Production Technologies 3,475
Energy 2,350
Environment (including Climate Change) 1,890
Transport (including Aeronautics) 4,160
Socio-economic Sciences and the Humanities 623
Space 1,430
Security 1,400

Euratom 2007–11 2,751
Fusion energy research 1,947
Nuclear Fission and radiation protection 287
Nuclear Activities of the Joint Research Centre 517

November 2006

MEMORANDUM 13

Submission from the Department of Trade and Industry

Estimates Memorandum

Departments are required under HM Treasury guidance PES (2004)14 to provide an “Estimates
Memorandum” to their Select Committee explaining the changes sought in Supplementary Estimates and
how these link to the Department’s published targets.

I am now enclosing the DTI’s Estimates Memorandum for the forthcoming Winter Supplementary
following the requirements expressed in the guidance you kindly sent us earlier this year. We have tried to
ensure that the memorandum gives clarity to the changes being made to the Department’s Estimate but
should the Committee require any additional information to that provided, we will expand the
Memorandum appropriately.

Department of Trade and Industry Winter Supplementary 2006–07 Estimates

Summary of changes sought in the DEL Budget

The total eVect of the changes proposed is that the Resource DEL increases by £197 million from £5,416
million to £5,613million and the Capital DEL increases by £79million from £1,184million to £1,263million
(an overall total of £276 million).

Resource and Capital DEL Increases/(Decreases)

Resource DEL: voted (£644m)
Resource DEL: non voted £841m
Capital DEL: voted (£4m)
Capital DEL: non voted £83m

Total £276m

The Net Cash Requirement has increased by £928 million from £7,138 million to £8,066 million.

Net Cash Requirement Increases/(Decreases)

Resource DEL: voted (£644m)
Capital DEL: voted (£4m)
Resource AME: voted £1m
Capital AME: voted £376m
Grant in Aid to NDPBs £1,199m

Total £928m
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Detailed explanation of the changes

The main purposes of this Winter Supplementary Estimate are:

(i) to utilise £200 million of the Department’s End Year Flexibility (EYF) arising from underspends
in prior years (of which £107 million is resource and £93 million capital);

(ii) to record a £75 million (and £150 million in 2007–08) increase in funding for subsidy of the Post
OYce Rural Network, and

(iii) to return to the Science budget £50 million of the £115 million used for non-Science purposes in
2005–06 (the remaining £65 million to be returned in 2007–08).

The principal uses of the EYF are:

£40 million Regional Development Agencies EYF transferred to Department for Communities and
Local Government for development of the 2012 Olympics site.

£24 million Ring fenced capital grants for use by the Regional Development Agencies.

£20 million Non-Science EYF utilised for the Science Research Councils.

£15 million To cover an anticipated shortfall in capital receipts in respect of Launch Investments.

£10 million Modernisation of the Post OYce network (Urban Reinvention).

£10 million Knowledge Transfer legacy schemes (where slippage in the take-up of the programme has
resulted in unfunded commitments.

£9 million National Measurement System to cover a shortfall in funding.

£9 million Non cash to cover impairment costs in respect of Small Business Service Venture Capital
funds.

£8 million Administration EYF to provide near cash funding for payment of early retirement
provisions.

£55 million A number of smaller individual amounts including part funding of Departmental
pressures.

£200 million Total

The Supplementary also includes:

— Other minor EYF utilisation for University Innovation Centres, Nuclear decommissioning
support to the Former Soviet Union, the renewable energy Performance and Innovation Fund,
Business Support legacy schemes and S432 inspectorate costs associated with MG Rover;

— several transfers to and from other Government Departments, including a Machinery of
Government transfer to move £19 million for the Equal Opportunities Commission and women’s
equality programmes to the Department for Communities and Local Government, and £5 million
transferred from the Department for Environment, Food and Rural AVairs in respect of Energy
Demand Reduction Trials;

— additional £19 million receipts from other Government Departments to be passed onto the
Regional Development Agencies (to be matched by additional expenditure); and

— additional £774 million receipts from external sources to be received by the Nuclear
Decommissioning Authority (to be matched by additional expenditure).

Repayment of loan from the Science to Non-science budget in Spring Supplementary 2005–06

In the Spring Supplementary of 2005–06, £115 million of OYce of Science and Technology EYF was
drawn down as a loan to non-Science to assist in funding British Energy liabilities. It has been agreed with
Treasury that this should be returned by means of switches from the non-Science to Science budget within
the Supplementary Estimates for 2006–07 (£50 million) and 2007–08 (£65 million). The following table
shows the total related entries in the Winter Supplementary Estimate:

Reductions in various voted non-Science capital grants programmes, transferred to £5 million
Research Councils’ capital grants

Reductions in various voted non-Science capital programmes, transferred to Research £1 million
Councils’ capital

Utilisation of non-Science capital grants EYF transferred to Research Councils £12 million

Administration non cash EYF utilised as capital for Research Councils £8 million

Departmental Unallocated Provision (capital grants) transferred from non-Science to £13 million
Science

Departmental Unallocated Provision (capital) transferred from non-Science to Science £1 million
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Non cash related to Knowledge Transfer (RfR1 Function A) transferred to Research £10 million
Councils’ for non cash use

Total £50 million

Impact on the Department’s Public Service Agreements (PSAs)

The changes described above are unlikely to have a significant direct eVect on the Department’s
performance against its PSA targets.

Some of the changes are in respect of activities in areas not covered by the Department’s PSAs or related
to budgets that are not used directly for the pursuit of PSAs (for instance the additional funding in support
of the Post OYce rural network).

Some of the changes reflect situations where money is made available when it is needed (through
drawdown of EYF or repayment of the Science loan), but where this reflects an underspend on relevant
PSAs in previous years with no overall eVect on those PSAs.

Some of the changes are of a technical nature and do not aVect the overall amount of resource being
deployed in these areas (for example the movement of funding in respect of the support package following
the administration of MG Rover).

The additional funding for the Regional Development Agencies (£19 million from other Government
Departments plus £28 million utilisation of EYF) will benefit the pursuit of PSA 7 (Regional Economic
Performance). However, this is a relatively small amount compared to the overall budget and is therefore
unlikely to have a significant eVect on this challenging, long-term target.

There may be some indirect impact, particularly on targets PSA 1 (Productivity), PSA 2 (Science and
Innovation), PSA 4 (Energy) and PSA 7 (Regional Economic Performance).

Departmental Expenditure Limit (DEL)

Figures for resource and capital DEL for 1999–2000 to 2005–06 and figures for 2007–08 were published
in the Supplementary Budgetary Information in April 2006.

DEL End Year Flexibility

End Year Flexibility available at Main Estimate: £913 million
Of which:

Departmental administration £38 million
Non-Science current programme expenditure (including non-cash) £391 million
Science current programme expenditure (including non-cash) £182 million
Non-Science capital grants expenditure £182 million
Non-Science capital expenditure £114 million
Science capital expenditure £6 million

End Year Flexibility drawn down in Winter Supplementary 2006–07: £200 million
Of which:

Departmental administration £34 million
Non-Science current programme expenditure (including non-cash) £73 million
Non-Science capital grants expenditure £79 million
Non-Science capital expenditure £14 million

TheDepartmentmaintains a detailed account of the EYF generated and plans for its proposed utilisation
over the Spending Review period. All of the remaining accumulated sum with the exception of £55 million
non cash is ring fenced and not available to allocate to any emerging new priorities.

Administration cost limits

The administration costs limit will be increased by £5 million from £331 million to £336 million.

The net increase of £5 million is due to:

— £9 million utilisation of EYF (of which £2 million is for Invest to Save projects for the Supplier
Route to Government, the Chameleon project and the Insolvency Service);



3205122022 Page Type [E] 29-03-07 21:20:19 Pag Table: COENEW PPSysB Unit: PAG2

Ev 94 Science and Technology Committee: Evidence

— £1 million transfer from the Cabinet OYce in respect of the Parliamentary Counsel OYce;

— less £3 million transferred to the Department for Communities and Local Government for the
Equal Opportunities Commission and Women’s Equality activities;

— less £1 million transferred to the programme budget for Business link funding; and

— less £1 million transferred to the Department for Communities and Local Government for early
release schemes within Government OYces for the Regions.

“Machinery of Government” Changes or Other Transfers Between Departments

The main change relates to £19 million transferred to the Department for Communities and Local
Government for the Equal Opportunities Commission and Women’s Equality activities. Other small
changes are £0.3 million for the transfer of the Engineering Inspectorate to the Health and Safety Executive
within the Department of Work and Pensions and £1 million for the transfer of the Social Enterprise Unit
to the Cabinet OYce.

Provisions and Contingent Liabilities

Information on the stock of theDepartment’s provisions is included inNotes 22 to 24 of the Consolidated
Resource Accounts for the year ended 31 March 2006 (published in August); information on the
Department’s Contingent Liabilities is shown in Annex B2 of the Departmental Report 2006.

November 2005

MEMORANDUM 14

Submission from the OYce of Science and Innovation

2006–07 Winter Supplementary Estimate

The Committee has raised two questions about the Winter Supplementary Estimate:

(1) RfR2 subhead O shows a £30 million (6%) increase in funding for the Medical Research Council. The
Committee would like to receive further information on how this increase in funding will be used to help meet
the overarching objective of creating a “more strategic approach to health research” stated in the Cooksey
Review and in the Chancellor’s Pre-Budget Report.

(2) RfR2 subhead N shows a £12.763 million (2%) increase in funding for the Engineering and Physical
Sciences Research Council (EPSRC). How will the additional funding be utilised by the EPSRC?

The £30 million funding for MRC and £10 million of the funding for EPSRC both relate to return part
of the £115 million Science Budget loan made to RfR1 from RfR2 in the Winter Supplementary Estimate
2006. DTI’s Estimate Memorandum dated 10 February 2006 explained this budgetary loan and OST
provided a further note to the Committee dated 17 February 2006. All the funding is being utilised to fund
the on-going programmes of the two research councils. None of it relates to the Cooksey Review (which is
not expected to impact on funding until 2008–09 at the earliest).

The original loan involved the drawdownof near-cash resource EYF from the Science Budget. £40million
of the loan is being repaid in 2006–07 in the form of capital. This switch from near-cash to capital could be
accommodated within the Science Budget because the delivery plans for both MRC and EPSRC were
showing that, within their existing allocations, they were expecting a higher level of capital expenditure
which would otherwise have required them to vire from near-cash resource to capital.

The loan repayment of £40 million capital is recorded in the Winter Supplementary Estimate as a
(temporary) increase in the Science Budget for 2006–07. It is shown as allocated to MRC (£30 million) and
EPSRC (£10million). It is not an increase in the overall level of funding provided toMRC and EPSRC but,
in eVect, represents a drawdown of EYF by those two Councils. The near-cash EYF balances of MRC and
EPSRC are reduced by £30 million and £10 million respectively.

The other funding for EPSRC—£2.763 million—represents a technical transfer from RfR1 in respect of
payments made by EPSRC in funding fusion research activities in the Culham Laboratory. The payments
are in respect of certain of the staV who are members of the AEA pension scheme. Following a recent
assessment of the pension fund, under the Treasury “SCAPE” (Superannuation Contributions Adjusted for
Past Experience) methodology, AEA were required to make an additional payment in respect of their
current employees. The funding for this increase was provided to RfR1. The £2.763 million is to enable
EPSRC to pay its share of the additional funding.

January 2007
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MEMORANDUM 15

Supplementary evidence from the OYce of Science and Innovation following the evidence session on
17 January 2007

Responses to Follow Up Questions

The size of the single fund for health research and whether this represents a reduction from the current combined
research budgets of the NHS and MRC (Qq 65–6 refers)

The Fund will during 2007–08 initially comprise the MRC’s existing allocation from the Science Budget
of £546 million and the NHS R&D Budget in England of £730 million, a combined total of £1276 million.
The size of the single fund in subsequent years will be determined as part of the spending review process.

The frequency with which assessment exercises will be carried out under the new systemwhich replaces the RAE
(Q77 refers)

DfES have informed the Department that the cycle for the new forms of research assessment will be
among the details of the new arrangements now being developed by HEFCE.

Is CCLRC currently in deficit and will that have an impact on the overall grant-giving budget following the
merger with PPARC to create STFC (Qq 82–4 refers)

Last autumn, CCLRC, with OSI agreement, commissioned KPMG to review CCLRC budgetary
processes. KPMG later reported that CCLRC had run eVective processes, and made specific
recommendations on budgetary treatments. The latter have now been implemented, which means that the
STFC will not inherit a deficit from CCLRC.

How would potential conflicts of interest among people who were finding themselves awarding grants but who
also used the facilities be monitored? Is there a potential conflict there (Qq 82–4 refers)

Assessment of grant applications in the STFC will be done by peer review, as is the case for all grant
awarding Councils. The primary criterion for funding will remain scientific excellence, and the optimised
utilisation of the STFC’s own facilities will not be a criterion for receipt of grant funding. The distribution
of grant funding will be monitored by a Committee, which will report to Council.

February 2007

MEMORANDUM 16

Letter to Phil Willis MP, Chairman, Science and Technology Committee, from Sir Brian Bender,
Permanent Secretary, Department of Trade and Industry

DTI: DECISIONS ON REVIEW OF SCIENCE, INNOVATION AND SUPPORT FOR BUSINESS

I wanted to inform you of the outcome of this review which we undertook recently. Against the
background of work done in the Department during the autumn to sharpen the DTI’s strategic focus, Alan
Johnson and I wanted to examine the organisational and working methods of our activities on science,
innovation and business relations and support, with the aim of achieving eVective integration and helping
ensure that the strategic focus of DTI appropriately addresses the enterprise, innovation and knowledge
economy agenda, to meet the challenge of globalisation.

In the light of this review, we have decided on a number of actions, aimed at (a) building on the strong
brand of the OYce of Science and Technology, strengthening science and innovation and ensuring that it
is at the heart of theDTI’s work; and (b) building on the successful changes alreadymade in Business Group
to ensure that it focuses evenmore on being outward facing, having eVective relationships withUKbusiness
leaders and having influence within Government. Specifically, we will:

1. Pursue further change in Business Group, built around the purpose of identifying the conditions for
business success and using this knowledge to promote enterprise by influencing DTI and wider
Government policy. We will ensure that the new Enterprise and Business Group is outward-looking
and high-powered. We will review the Business Relations function and organisation to ensure that
the Department’s sector organisation is right for the future. We will also seek the right balance
between skilled and experienced sector teams and flexible resourcing to respond to projects and
changing priorities. Likewise, the Small Business Service will refine its business model to deliver a
stronger evidence base on enterprise issues and stronger influencing capability.
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2. Create a new OYce of Science and Innovation by merging Innovation Group into the OYce of
Science and Technology. Building on our success so far in delivering the 10-year Science and
Innovation Investment Framework and on the successes of our Innovation Group in placing
innovation at the heart of the Government’s agenda, this new Group will have the twin purpose of:
investing to develop further the excellence of the UK’s research base; and promoting technological
and other business innovation. This will allow more eVective coordination between these areas and
more coherent communication of our work.

Sir David King, as the Government’s Chief Scientific Adviser, will continue as the head of the OYce of
Science and Innovation, and Sir Keith O’Nions will be the newDG responsible for the work of the Research
Councils and the Innovation Group. Mark Gibson Will remain Director General for the Enterprise and
Business Group.

The changes will support the DTI’s purpose of̧ Creating the conditions for business success; and helping
the UK respond to the challenge of globalisatioņ. Through making these changes, we are sending a strong
signal of the importance of science and innovation at the centre of DTI’s strategy, as well as bringing the
transdepartmental role of the whole of the OYce of Science and Innovation more into focus. The Secretary
of State and I are firmly committed to promoting these messages over the coming months (as evidenced by
Alan Johnson’s Mansion House speech on 23 February).

In implementing these changes, which will come into eVect on 3 April, we will continue to focus on
ensuring that the UK has a business culture that encourages innovation in all its forms. We will also ensure
that decisions on resource allocation to the Research Councils continue to be based on excellence in
research, and will uphold the progress that has beenmade since 1997 in investment in excellence in research.

To help achieve this, we will:

— Maintain the ring fencing of the Science Budget, including the funding for the Research Councils;

— Recruit a Director for Innovation whose role will continue the work of the present Innovation
Group (reporting to the DG Science and Innovation) and who will have strong business and
technical credentials; and

— Ensure the continued independence of the Technology Strategy Board, maintain the ring fence for
the Technology Programme, and seek to increase funding in the CSR.

I have also sent this letter to Lord Broers, Chair of the House of Lords Select Committee on Science and
Technology and Peter LuV, Chair of the Trade and Industry Select Committee.

February 2006
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