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Ministerial foreword

This report sets out what UK Trade & Investment (UKTI) has achieved over the last year, and the facts and
figures behind the progress it is making in delivering its Public Service Agreement. It also provides an update
on its progress in implementing its new Strategy. The Strategy is designed to ensure that the organisation adds
maximum value for the UK economy in response to the challenges and opportunities of globalisation. 1t
focuses the organisation on leading and joining up the marketing of the UK as place in which and with which
to do business; working in partnership with business, other Government departments and regional partners;
and focusing efforts on the areas where it can make the most difference.

Future economic prosperity will only come from UK companies exploiting opportunities overseas and by
attracting the best companies to invest and grow here. The 2006 Budget announcement set out the case for
transforming the marketing of the UK economy and tasked UKTI with taking this forward. In March 2007 it
launched ‘A Springboard for Global Growth’, a compelling message that captures the essence of the UK
economy, its energy and dynamism as well as its ability to catalyse business prosperity. This is a message for
the UK as a whole - for all those engaged in promoting the UK as an investment location and as a trading
partner around the world.

UKTI continues to deliver services to its business customers that add value to their activities and contribute to
the UK’s productivity and competitiveness. More than 3,500 companies have now passed through the ‘Passport
to Export’ programme, and another 4,500 are currently on the programme. Over the last year nearly 5,000
companies were provided with support in specific high-value sectors and UKTI’s Enquiry Unit handled over
35,000 trade and inward investment related calls. Some 8,000 business customers registered on the UKTI
website.

The latest independent evaluation of UKTI’s services, though its Performance and Impact Monitoring Survey,
reports that over 7,500 companies achieved measurable improvements in their performance as a result of UKTI
support, generating around £2.5 billion of benefits as a result. A separate independent evaluation of four UKTI
trade services published in March 2006 found that £65 million of UKTI spend generated benefits of some £1.1
billion, in other words £17 of benefits for each £1 of UKTI spend. And a more recent study of the services
delivered by UKTI’s International Trade Teams in the English regions estimates that these produced a benefit of
£25 per £1 of UKTI spend.

The UK remains the number one inward investment destination in Europe, with almost one-fifth of the total
accumulated stock of foreign direct investment, and globally is second only to the United States. Total inward
investment successes reported to UKTI for 2005-06 totalled 1,220, up from 1,066 the previous year. These
investments resulted in over 34,000 new jobs and safeguarded a further 55,000.

lan McCartney
Minister for Trade, Investment and Foreign Affairs
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March 2007
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At March 2007. In April 2007 lan Fletcher became Chief Executive at the UK Intellectual Property Office. Susan Haird assumed responsibility

for International Group, in addition to Strategy and Human Resources, and a new Group headed by Ed Quilty, 1T and Finance, was

established.
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Chapter 1: Introduction

UK Trade & Investment is the Government organisation that helps UK-based companies succeed in an
increasingly global economy. Its range of expert services are tailored to the needs of individual
businesses to maximise their international success. 1t provides companies with knowledge, advice and
practical support.

UKTI also helps overseas companies bring high quality investment to the UK’s vibrant economy -
acknowledged as Europe’s best place from which to succeed in global business. It provides support
and advice to investors at all stages of their business decision-making.

UKT!I offers expertise and contacts through a network of international specialists across the English
regions and in British Embassies and other diplomatic Posts around the world.

1.1 UKTI has the lead role within Government for delivering trade development and inward investment
services for business.® 1t brings together the work of the Foreign & Commonwealth Office (FCO) and the
Department of Trade and Industry (DT1) on international trade and investment. 1t works closely with the
Regional Development Agencies (RDAs) in the English regions and with the trade promotion and inward
investment organisations of the Devolved Administrations, and with the other Government departments and
agencies and the numerous private sector bodies active in this field.

UK Trade & Investment’s new Strategy

1.2 The 2006 Budget Statement announced a new five-year strategy to respond to the challenges and
opportunities of globalisation. This included a step-change in the Government’s drive to market internationally
the strengths of the UK economy; particular focus on high growth countries of strategic importance to the UK,
such as India and China; a focus on innovative and R&D intensive sectors; and through a new, Ministerially-led
committee, more effective arrangements across departments for maximising the commercial value for
companies of Ministers’ visits overseas. UKTI was given responsibility for this new strategy, and published its
plans for delivering it in Prosperity in a Changing World, in July 2006.”*

1.3 The UK is well placed to meet the challenges and opportunities of globalisation. 1t offers a solid
framework within which companies prosper. 1t is politically and economically stable with a well-established
legal framework and a flexible workforce; it is open to competition and trade; its economic strength is
underpinned by large investments in public services and infrastructure; and its science base is world class.
Marketing the UK economy internationally, and ensuring that the UK derives maximum economic benefit from
these strengths, is vital to securing an effective UK response to globalisation.

1.4 The UKTI Strategy sets out a programme of change designed to ensure that the organisation can meet
the evolving needs of its customers in the context of globalisation, and that it delivers maximum value for the
UK economy. This report sets out how UKTI is transforming itself and how it is implementing this new
Strategy.

6  UKTI was established in May 1999 as British Trade International, in response to the findings of: ‘The Review of Export Promotion: A Report

by the Secretary of the Cabinet, February 1999’ (the ‘Wilson Report’), DTI/FCO, March 1999. 1t was renamed UK Trade €& Investment in

October 2003.

Prosperity in a Changing World is available at www.uktradeinvest.gov.uk

8 The evidence base for an enhanced role for UKTI, and for the business case for UKTI's new Strategy, is set out in DTl Economics Paper
Number 18, International Trade and Investment — the Economic Rationale for Government Support, available on the DTI website at
www.dti.gov.uk
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Special representative: HRH The Duke of York

His Royal Highness The Duke of York has been Special Representative for International Trade and
Investment since October 2001.

1.5 The Duke of York continues to make a significant contribution in this role, undertaking an extensive
programme of targeted engagements both in the UK and overseas to promote the interest of UK industry and
the UK as a whole. His Royal Highness works closely with UKTI and the Devolved Administrations in support of
their overseas trade and inward investment objectives.

Details of The Duke of York’s engagements are available at http://www.thedukeofyork.org.




C

hapter 2: Public Service Agreement (PSA)

objective, target and performance

Under its 2004 Spending Review (SR2004) settlement, UK Trade & Investment is committed to the
following PSA objective:

“To enhance the competitiveness of companies in the UK through overseas trade and investments;
and attract a continuing high level of quality foreign direct investment.”

This objective is underpinned by a PSA target, which for the SR2004 period (2005-06 to 2007-08) is:

2.1

“By 2008, deliver a measurable improvement in the business performance of UKTI’s international
trade customers, with an emphasis on new-to-export firms; and maintain the UK as the prime
location in the EU for foreign direct investment.”

Both the objective and its associated PSA target are shared with the FCO (PSA 6) and the DTI (PSA 8),

with UKTI delivering the target on behalf of its parent departments.

2.2

UKTT’s performance in delivering its PSA target is measured against five PSA indicators. Three of these

indicators cover trade development and two cover inward investment:

2.3

At least a 30 percentage point increase by 2007-08 in the proportion of UK Trade & Investment trade
development resources focused on new-to-export firms.

At least 40 per cent of new-to-export firms assisted by UK Trade & Investment improve their business
performance within two years.

At least 50 per cent of established exporters assisted by UK Trade & Investment improve their business
performance within two years.

Improve the UK’s ranking within Europe in terms of the GDP-adjusted stock of EU foreign direct investment
based on the UNCTAD World Investment Report.

374 (in 2005-06), 440 (in 2006-07) and 524 (in 2007-08) successful inward investment projects secured by
UK Trade & Investment in each year of the Spending Review of which 75 per cent are knowledge driven.

This chapter sets out UKTI’s progress to date against these indicators.



Performance against trade development
Indicators

Indicator 1 (‘shift in resources to support new-to-export firms’ indicator):

‘At least a 30-percentage point increase by 2007-08 in the proportion of UK Trade & Investment
trade development resources focused on new-to-export firms!

Assessment of progress: ON COURSE

2.4 This indicator is an input measure, requiring UKTI to shift its trade development resources towards
support for new-to-export firms.

2.5  This shift of resources is against an overall reduction in the proportion of resources UKTI dedicates to
trade development as, in line with the SR2004 settlement, resources are increased in support of inward
investment.

Factors affecting performance

2.6 At the start of the SR2004 period, 31 per cent of UKTI’s trade development resources were deployed on
new-to-export firms. At July 2006, internal management accounts showed an increase of ten percentage
points from this baseline over the first year of the SR2004 settlement. Thus, at the start of the second year of
the settlement, April 2006, 41 per cent of total trade development resources were being deployed on new-to-
export firms.

2.7 Because this indicator is an input measure, indicative budgets set in Q4 2005-06 for the remainder of
the SR2004 period - 2006-07 and 2007-08 - were on track to deliver the required shift in resources by March
2008, according to internal management accounting data.

2.8 Prosperity in a Changing World charts a new direction for the organisation, one that requires
significant organisational change and re-distribution of resources to deliver new priorities. 1t also confirms that
new-to-export firms will continue to be an important client group for UKTI.

Indicator 2 (‘new-to-export’ indicator):

‘At least 40 per cent of new-to-export firms assisted by UK Trade & Investment improve their
business performance within two years!

Assessment of progress: AHEAD

2003 Annual 2004 Annual 2005 Annual Q3 2006-07*
Result Result Result (cumulative)
3500 30% 31% 520/p**

For the SR2004 period, reports have switched to financial rather than calendar years. The position at Q3 2006-07 is a provisional average for
performance from Q4 2005-06 to Q3 2006-07; revised data covering Q1-Q4 2006-07 will be available in June 2007. Future reporting will be
based on a rolling annual average, based on performance reports for the most recent four quarters.

** Note that this is the 2006 Annual result.

2.9  This indicator covers firms that are seeking to enter overseas markets, who have little or no experience
of doing business overseas. This is defined as firms having no more than 10 per cent of turnover resulting from
proactive exporting activity, or a higher proportion (no more than 25 per cent) of turnover resulting from a
combination of proactive and reactive export activity, within the previous 12 months.
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2.10 The proportion of new-to-export firms reporting that their business performance had improved as a
result of assistance from UKTI increased from an annual result of 31 percent for 2005 to a provisional 52 per
cent for 2006 (Q4 2005-06 to Q3 2006-07). This coincided with the introduction of a new approach to
evaluating the impact of UKTI’s services, the Performance and Impact Monitoring Survey (‘PIMS’) from Q4
2005-06. The change to PIMS does not appear to have affected the ‘new-to-market’ indicator (see below).
One possible interpretation is that responses from less experienced exporters may be more sensitive to interview
timing; this will be confirmed through follow-up interviews. (For more details see ‘Quality of data systems
used’, below.)

Indicator 3 (‘new-to-market’ indicator):

‘At least 50 per cent of established exporters assisted by UK Trade & Investment improve their
business performance within two years!

Assessment of progress: AHEAD

2003 Annual 2004 Annual 2005 Annual Q3 2006-07*
Result Result Result (cumulative)
4300 43%% 5490 5100**

For the SR2004 period, reports have switched to financial rather than calendar years. The position at Q3 2006-07 is a provisional average for
performance from Q4 2005-06 to Q3 2006-07; revised data covering Q1-Q4 2006-07 will be available in June 2007. Future reporting will be
based on a rolling annual average, based on performance reports for the most recent four quarters.

** Note that this is the 2006 Annual result.

2.11  This indicator covers firms that already have experience of doing business overseas and are seeking to
enter new markets. For these firms, the barriers to expanding their operations into new markets, especially
emerging high growth markets such as India and China, can sometimes be as significant as those facing firms
which are seeking to do business overseas for the first time.

Factors affecting performance

2.12° Respondents to the monitoring surveys that provide data for both the ‘new-to-export’ and ‘new-to-
market’ indicators cite the decline of the dollar against sterling as impacting on the competitiveness of UK-
based firms attempting to do business in markets where they are competing against US-based firms. This loss
of competitiveness of UK firms in international markets could impact on their business performance and hence
undermine achievement of this target.

Quality of data systems used

‘Shift in resources to support new-to-export firms’ indicator

2.13  The shift in trade development resources dedicated to new-to-export firms is tracked by monitoring the
resource budgets that support UKTI’s trade development work.

‘New to export’ and ‘New to market’ indicators

2.14 Data for the ‘new-to-export’” and ‘new-to-market’ indicators are collected through a quarterly
performance measurement survey and analysis carried out by external consultants, of a sample of companies
that have used UKTI services.

2.15 For the three years ending 31 December 2005 the consultants were the Reading Business Group,
Reading University, and the survey covered around 800 firms each year. From 1 January 2006, the introduction
of a new extended performance measurement survey, the Performance and Impact Monitoring Survey (‘PIMS’ -
developed in collaboration with OMB Research, who now carry out the survey on behalf of UKTI), substantially
increased the survey sample size to a minimum of 2,500 firms per year.

2.16 PIMS carries out interviews with companies at two, or in some cases three, stages after receipt of
support, in order to allow outcomes to be tracked over time. The results presented in this report are from the
first wave of interviews only, which means that they are provisional. They may be revised when results from
second and third wave interviews are available; these results are expected, for the period being reported here,
in June 2007.



The Performance and Impact Monitoring Survey, PIMS

PIMS is a central monitoring survey of users of UKTI’s business services. 1t measures the performance and
impact of UKTI support.

PIMS covers all significant customer-facing trade services and provides evidence about service quality and
about what difference UKTI makes to businesses. 1t uses a range of measures, including information on the
overall performance of UKTI against its ‘new-to-export’ and ‘new-to-market’ PSA indicators.

The percentage figures in these indicators reflect those firms reporting that they have achieved sustainable
(i.e. longer-term) improvements in productivity and profitability, after they have secured additional export
business as a result of support from UKTI. Measures of a range of other business activities that are covered
by PIMS have improved UKTI’s measurement of other aspects of its impact on business capabilities.

PIMS quarterly surveys are based on telephone interviews with a sample of users of UKTI’s principal
services. The interviews are carried out in two or three waves, depending on the nature of the support
given.

The first wave provides an initial assessment of the difference that UKTI’s support has made, taking into
account changes the business may have made to its products, practices or marketing strategies, or impact
on other business decisions. These interviews are carried out three to six months after support has been
provided.

Subsequent waves of interviews are designed to assess the longer-term impact of UKTI services. These
second- and third-wave interviews are carried out 12 months and 18-24 months later respectively. The
third wave will only be carried out where impact from support is expected to materialise over a longer
period, for example as the result of capacity building in new-to-export companies.

The surveys concentrate on gathering information on business performance and processes; how these have
changed over the period since service delivery; and the factors which lie behind the reported changes, such
as improved knowledge and capabilities, or help with overcoming other barriers to overseas market entry.
The emphasis is on factors affecting business competitiveness, and the measurement methodology aims to
capture sustainable rather than unsustainable increases.

Other issues covered by the survey questions include:

® New business, both in the target market as well as any new sales in any other market, and any
(positive or negative) effects on domestic sales.

® [mpact on skills and on business behaviour, including improvements in products, processes or
strategies, and impact on investment in research and new product development.

¢ Quality, relevance, and usefulness of information, advice, or contacts provided by UKTI.

e The extent to which similar benefits could have been achieved through other means, including the
availability of any private sector sources of advice or information.

e Business profile characteristics, and strategic motives for exporting.

Data gathered on business profile characteristics and strategic motives for exporting are used in analysis of
the survey results, to help identify characteristics of businesses most likely to benefit from UKTI support.
The questions also contain crosschecks, including data about actual performance, enabling the consultant
carrying out the interview to identify inconsistent responses. The follow-up interviews provide a further
opportunity for crosschecks with firms’ initial responses.

The results indicate how UKTI’s assistance has improved firms’ performance, especially productivity and
profitability, and enable a judgement to be made as to whether UKTI has met the ‘new-to-export’ and
‘new-to-market’ indicators. Results from the initial wave of interviews also provide UKTI managers with
early indications of how well different services are performing, so that any necessary adjustments can be
made to drive up service quality.



Performance against inward investment indicators

Indicator 4:

‘Improve the UK’s ranking within Europe in terms of the GDP-adjusted stock of EU foreign direct
investment based on the UNCTAD World Investment Report’

Assessment of progress: ON COURSE

2.17 The most recent annual UNCTAD World Investment Report, published in October 2006, reported that the
UK’s GDP-adjusted ranking within Europe had increased from a revised ranking of 15th in 2004 to a
provisional ranking of 10th in 2005 (these rankings may be subject to further revision).’

2.18 The UNCTAD Report confirmed that the UK remained the number one inward investment destination in
Europe in 2005.

Indicator 5:

‘374 (in 2005-06), 440 (in 2006-07) and 524 (in 2007-08) successful inward investment projects
secured by UK Trade €& Investment in each year of the Spending Review of which 75 per cent are
knowledge driven."

Assessment of progress: ON COURSE

2.19 438 successes (figure revised since publication of UKTI’s Inward Investment Annual Review in July 2006)
were achieved in 2005-06; of these, 73 per cent were knowledge driven.

2.20 At end-March 2007, 486 successes have been reported as achieved in 2006-07 of which 77 per cent
were knowledge driven.

2.21 Cumulative achievement against the PSA indicator to date (April 2005-March 2007) is 924 successes
recorded/reported, 110 ahead of target, of which 75 per cent were knowledge driven.

These figures and percentages are provisional and remain to be verified.

2.22 In line with UKTT’s new Strategy, from April 2007 inward investment teams overseas will adopt a new
approach to securing inward investment that concentrates on high-value added projects and on where UKTI
interventions can add most value to the economy.

Factors affecting performance

2.23 Macroeconomic policy and the performance of the UK economy are critical to inward investment success
and hence to the achievement of these targets. These include factors such as economic growth and inflation;
the tax and regulatory environment; competition policy; trade policy; infrastructure; skills and labour force.
Transaction and business costs and the presence of well-developed business networks and clusters are also
critical.

Quality of data systems used

2.24 Data on the UK’s ranking within Europe is taken from the 2006 UNCTAD World Investment Report and
online FDI database.

9 UNCTAD data is revised year-on-year. The rankings of the EU countries exclude Belgium and Luxembourg as no figures were published for
these countries in the 2004 UNCTAD report - this does not directly affect performance against the PSA indicator.

10 First time direct investment or expansion by a foreign owned firm; or joint ventures and acquisitions where a foreign owned company has
more than a 50 per cent stake.
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2.25 Data on successful inward investment projects secured is based on an electronic project tracking system.
This uses definitions of success agreed by the Committee on Overseas Promotion (COP), a joint UKTI / Regional
Development Agency/Devolved Administration committee.

New high level targets

2.26 In addition to continuing to deliver on its existing Public Service Agreement indicators for the rest of
the SR2004 period, UKTI is developing - in conjunction with HM Treasury — new high-level targets that show
what successful implementation of its new Strategy will look like. These new targets will be independently
monitored and published twice a year. They will also feed into the development of UKTI’s new Public Service
Agreement during the Comprehensive Spending Review in 2007. The targets will cover the following areas of
activity:

¢ High value Foreign Direct Investment.

e R&D intensive overseas-owned companies and innovative UK firms.

e Performance of UK business as a result of overseas activity.

® The UK’s reputation as the international business partner of choice.

2.27 New corporate targets are also being developed, covering professionalism (incorporating customer ratings

of service quality and satisfaction); increases in revenue from charging for services; and client records (to
ensure optimum operation of UKTI’s Customer Relationship Management system).



Chapter 3: Resources

UK Trade €& Investment is not an employer in its own right. For the majority of its civil service
manpower requirements it draws on staff employed by one or other of its two parent departments. In
the UK most of its staff are drawn from the DTI while overseas most of its staff are from the FCO.
UKTI also draws on its parent departments for some business support functions including aspects of
finance, HR and IT support systems.

Funding

3.1  UKTI has three funding streams. At the start of the 2004 Spending Review (SR2004) period in 2005-06
they were:

e Programme: £100.5 million, reducing by £11 million over the SR2004 period (to 2007-08) as part of UKTI’s
SR2004 settlement. These funds are voted directly by Parliament. UKTI’s Chief Executive is the Accounting
Officer for this funding stream.

e FCO Admin: In the region of £144 million in 2004-05, reducing by £20 million over the SR2004 period.
The FCO’s Accounting Officer is accountable and responsible for deployment of these resources, except for
an allocated headquarters budget worth some £8 million in 2004-05, over which UKTI has direct control.

e DTl Admin: £36.7 million in 2004-05, reducing by £4 million over the SR2004 period. The DTI’s Accounting
Officer is accountable for these resources, but they are ring-fenced and within UKTI’s control.

3.2 Progress in delivering the savings required under UKTI’s SR2004 settlement as efficiencies is outlined
later in this report. The reductions in admin spending have been delivered primarily by significant reductions in
staffing levels.

3.3 UKTI’s SR2004 settlement required a shift in resources from supporting trade development to inward
investment, to a 67:33 split by the end of 2007-08. At the beginning of 2006-07 around 30 per cent of UKTI
resources were allocated to inward investment. With the launch of Prosperity in a Changing World it was
agreed that the remainder of the resources due to be shifted to inward investment activities would be
dedicated instead to a new R&D programme to target innovative, R&D intensive companies both for inward
investment and as potential high-value exporters.

Staffing

3.4 UKTI’s SR2004 settlement required it to reduce by 200 the number of posts in its offices in London,
Glasgow, Cambridge and Birmingham. This was achieved in December 2006.

3.5  The implementation of UKTI’s new Strategy requires a further net reduction of some 100 posts. This
includes the creation of some new posts in order to bring in new staff with the professional skills needed to
drive forward the Strategy. This will result in significantly more of UKTI’s resources being targeted at the front
line - in direct contact with business customers in the UK and overseas - to listen to and work with client
companies.

3.6 As a result of these changes, at January 2007 some 2,225 people" were working for UKTI. Of these,
around 1,300 - mainly FCO - staff were working in diplomatic Posts in just over 100 countries that are the
highest priority in terms of the UK’s economic interests. A further 900 were working in the UK. Of these, just
under 500 people, mostly DTI staff, were in London and Glasgow. These include operational, customer-facing
staff as well as those in corporate support functions. Just over 400 people were based in International Trade
Teams in the English regions. These are mainly International Trade Advisers, either Government Office staff or
people with business experience who are under contract to deliver UKTI services.

11 Expressed in terms of full-time equivalents.
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3.7  As of March 2007, some 90 per cent of UKTI’s staff are in the front line overseas, in the English regions,
or in customer-facing service delivery in headquarters. Posts in headquarters offices in London and Glasgow
have reduced by some 40 per cent since March 2004.

Consultancy spend

3.8  The outturn for UKTI’s Programme Budget spend on consultancy support in 2006-07 is expected to be
around £5.8 million. This includes payments to contractors for third party delivery of UKTI services, and
technical and economic consultancy support.



Chapter 4: A new Strategy for UK Trade &
Investment

Prosperity in a Changing World gives UK Trade & Investment an enhanced role across both trade
development and inward investment, for leading and joining up active marketing of the UK economy
internationally as a place to do business in and with. It commits the organisation to working in
partnership across Government and with business to deliver maximum value; and focuses UKTI
resources on the customers and markets with the greatest potential, and where its services add the
most value.

4.1 Prosperity in a Changing World explains the rationale for UKTI’s new Strategy and what it aims to
achieve, and sets the course for UKTI for the next five years. 1t gives outline details of the workstreams that are
being taken forward to deliver the new Strategy (these are set out in full at Annex D).

“The overhaul of UK Trade &t Investment and, in particular, the increased focus on China and India, is
absolutely right. UK companies need support as they seek to establish themselves and succeed in
fiercely competitive markets overseas.” — Confederation of British Industry'

Marketing the UK economy internationally

4.2 Marketing the UK’s business strengths as a world-class source of products and services, partnership and
business location is central to UKTI’s new Strategy.

4.3 A high level proposition to market the UK economy internationally was given strong backing and
support at the first cross-Government group on marketing in December 2006. In March 2007 UKTI launched a
new compelling message, promoting the UK as a “Springboard for Global Growth”. 1t draws on the UK’s many
strengths to develop an overarching message that will support the UK in competing effectively in the global
marketplace, bringing together a unique combination of success, ambition, confidence, creativity and
potential.

4.4 For inward investors this compelling message positions the UK as an investment multiplier, truly
globalising companies and upgrading the value of their investment. For UK internationalising companies, it
means the UK economy provides them with a successful launch onto the global stage, helping them become
partners of choice around the world.

4.5  The new compelling message has received strong backing from the business community and is now
being brought to life with marketing material that is bold and confident and captures the essence of the UK
economy’s offering. The accompanying hooks of Hit the world running and Fast track to the world are the
first to be used to reflect the energy and dynamism of the UK economy, as well as its ability to become the
catalyst that helps business prosper.

4.6 This message is not a UKTI message - it is for the UK as a whole, for all those engaged in promoting
the UK as an investment location and a trading partner around the world. UKTI staff will promote this
compelling message both in the UK and overseas, to our key stakeholders and service delivery partners as much
as to business customers overseas and at home.

12 ‘Initial CBI analysis of the Spring 2006 Budget’, Confederation of British Industry, 22 March 2006.
15



Marketing the City of London and UK financial services sector

Financial and related business services across the UK represent over 12 per cent of GDP. As financial
markets become increasingly international there is increased competition from other financial centres.
Following the 2006 Budget Statement, UKTI was charged (in consultation and partnership with the City)
with the development, co-ordination and executive delivery of a new strategy for promoting the City of
London and the UK’s financial services sector, in order to give the highest profile to all of the resources
and expertise that the UK can offer this sector in a global economy.

Progress has been achieved against all commitments made in the City Strategy, resulting in a step change
in the UK’s approach towards the promotion of the City of London overseas, especially into the high
growth markets of China, India, Russia and the Gulf.

In support of the Government’s initiative, leading London markets and financial sector bodies, including
from the Devolved Administrations and English regions, participated in the setting up of a Financial
Services Sector Advisory Board. This Board provides strategic advice to the Government and to the
Chancellor’s High Level Group of City practitioners, also announced in the March 2006 budget, on how
best to take forward the Strategy.

Recent efforts and high profile visits, such as that by the Chancellor and Secretary of State for Trade and
Industry to India in February 2007 where several commitments to financial services liberalisation were
obtained, have demonstrated the value of this joined-up approach. They have also shown the value of
associating market access discussions with broad and in-depth advice from the City in areas of interest to
key target countries such as China and India. This in turn helps to reinforce the positioning of the UK as
‘the platform for global growth’ and the ‘fast track to the world’, for people and organisations around the
world.

Working in partnership across Government and with business

4.7  To maximise impact in marketing the UK business environment, UKTI will continue to work in
partnership with the nine English Regional Development Agencies (RDAs), the Devolved Administrations in
Northern Ireland, Scotland and Wales, and other Government departments, as well as other national bodies

including Visit Britain and the British Council, and trade associations and other business organisations. This co-
ordinated approach will enable UKTI to leverage the total public funding associated with trade and investment,

to increase the impact of its activity and deliver better value to the taxpayer. Examples of Strategy activities
here include:

e Agreement across Whitehall to share information about overseas visits by Ministers and senior level inward
visits so that these can be targeted more effectively in helping companies internationalise.

® Reviews of trade services delivery in the English regions, and of the overseas presence of the Devolved
Administrations and the RDAs.



Sector marketing strategies

Through 2007, in-depth marketing strategies for specific sectors will be developed, following extensive
consultation with business and private sector partners. These strategies will be supported by high quality
promotional material, to target high value business sectors and individual companies with core messages
about relevant UK strengths, and assist UK companies in selling themselves overseas. These sectors are:

e (Creative industries.

e Life sciences.

¢ [nformation and communication technologies.
® Energy technologies.

As the Strategy moves forward we envisage that similar marketing strategies will be developed for other
sectors where a co-ordinated approach to marketing the sector can add particular value.

Focusing on where we can make the most difference
High growth markets

4.8  Building strong trade and investment links with high growth markets is strategically important to the
UK'’s future economic wellbeing. India and China are already in the top ten largest economies in the world,
and are forecast to increase their shares of global output over the next ten years. These and other high growth
markets present significant opportunities for UK business. There is also good economic evidence that firms
secure most value if they enter high growth markets at an early stage.”

The Indo-British Partnership Network

The Indo-British Partnership Network (IBPN), for which UKTI has committed to provide financial support,
has three main objectives: to provide a business-to-business networking forum open to all British and
Indian companies, with the aim of increasing bilateral trade; to contribute to meeting the objectives of the
Joint Economic Trade Committee (JETCO) arrangements between the UK and India; and to inform the
Government of private sector views on Indo-British trade and investment issues, particularly perceived
barriers to trade.

The China Britain Business Council

UKTI is increasing its financial support to the China Britain Business Council (CBBC). This will allow CBBC
to extend its footprint in China and provide more high quality on-the-ground advice to UK business
seeking to enter the market. This increased funding will allow UKTI staff to focus more of their time on
marketing the UK’s strengths in China; increase their engagement with the Chinese government to improve
the business environment for UK companies; assist companies already established in the market to fulfil
their objectives; and attract knowledge-intensive businesses to the UK.

4.9  UKTI has identified a priority list of 16 high growth markets, based on an assessment of the relative
importance of different markets for UK business and the value of committing further resources in these
markets. They are Brazil, China, India, Indonesia, Malaysia, Mexico, Qatar, Russia, Saudi Arabia, Singapore,
South Africa, South Korea, Thailand, Turkey, United Arab Emirates and Vietnam. More than £5 million of
UKTT’s resources in its overseas network is being moved to these markets from more mature markets which
remain vital to the UK, but where barriers to doing business are lower. The increased focus on high growth
markets aims to deepen the UK’s trade and economic relationships with these countries, to ensure that UK
companies are best placed to make the most of the business opportunities on offer.

13 Kneller, R. (2004), Participation in export markets and productivity in UK manufacturing, Final Report for UKTI.
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4.10 A key feature of UKTI’s new Strategy is differentiation: the services for companies in China or India will
be different from those in France or the United States. In high growth markets UKTI offers more support in
dealing with other governments and overcoming barriers to trade, both formal and informal. In more
developed markets it focuses relatively more effort in helping UK-based companies access key local contacts
and sources of information, and identifying inward investment projects. For example, UKTI resources in the
United States are now focused more on those States which offer real export or inward investment
opportunities for the UK. This means that although there have been reductions in some parts of the US
network, UKTI has strengthened its teams in others, such as Florida and California, in order to reflect their
importance for British business.

High growth markets pilot project

This activity, a new initiative announced in the Strategy, aims to target companies that have the potential
to succeed in doing business in high growth markets such as India, China, Brazil, Indonesia and Russia.
These companies will have export experience already, but not in these markets; and their products and
services will be marketable in them. A team of high growth market business advisers is being contracted
through Pera Group to manage relations with these companies; making the initial offer, advising and
signposting, and referring to UKTI and other services appropriate to them.

Greater focus on high value and innovative sectors

4.11  The evidence set out in the Economics Paper' published alongside UKTI’s new Strategy suggests that
returns to the taxpayer from its support are likely to be higher for innovative than non-innovative companies,
for two reasons:

e Successful internationalisation by innovative companies contributes to UK productivity and prosperity. The
evidence shows that there are strong links between companies’ innovation performance and overseas
activity.

e Success in selling overseas increases investment in innovation, and can enable innovative businesses to meet
growth objectives that would not be possible in the UK market alone. There is evidence that innovative UK
companies tend to derive greater benefit from UKTI support across a range of measures, and that benefits
to the UK from inward investment projects are greater when the project involves more R&D or other
innovation activity.

14 DTI Economics Paper Number 18, International Trade and Investment — the Economic Rationale for Government Support, op cit.
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Implementing an international R&D strategy

4.12  UKTI is putting greater focus on overseas-owned R&D intensive companies, innovative inward investors
and foreign entrepreneurs with innovative technology. A new core of R&D specialists will work with R&D
intensive overseas-owned companies to establish opportunities for doing R&D - or doing more R&D - in the
UK. These specialists will then work with appropriate partners, including staff from UKTI and DTI, companies,
universities and other researchers, to find the best solutions. They will also work in support of R&D intensive
UK companies to help them grow their international business.

The R&D Programme

The R&D Programme was announced as part of UKTI’s new Strategy. The need for the Programme was
based on evidence that overseas companies view the UK positively as an R&D centre, but do not have
sufficient detail of the available opportunities, or on how to enter the market."” UKTI will work alongside
companies and put together tailored propositions that will help them link to the best sources of UK R&D
expertise. Private sector R&D specialists have been contracted through Pera Group, to identify where the
cutting edge business research relevant to the targeted company is being done.

In addition, a proportion of the time of UKTI’s International Trade Advisers in the English regions will be
devoted to selecting and working with innovative UK-based companies where trade development
interventions will help boost R&D output. This could, for instance, involve helping a company to
understand what adaptations it has to make to a product to suit a new overseas market.

Pilot projects are currently running on both inward investment and trade development aspects of the R&D
Programme. UKT]I is targeting a rolling list of around 40 R&D intense companies, to encourage them to do
RE&D or do more R&D in the UK, through inward investment, partnership (with UK based companies or
research institutions), supply chain relationships or contract research with UK universities or companies.

Global Partnerships Programme

The Global Partnerships Programme is an existing UKTI inward investment programme which has become
part of the R&D Programme. It is open to innovative and technology-led companies from overseas that are
willing to share new technology in order to build a business with a UK partner. During 2005-06 UKTI was
involved in setting up 12 new partnerships notably in 1CT & electronics, life sciences, and energy and
environmental technologies.

Organisational change in UKTI

4.13 The 2006 Budget announcement also tasked UKTI with undertaking a programme of organisational
change. The aim of this is to transform the way UKTI provides services to its customers, placing greater
emphasis on marketing. This has involved:

e Making significant internal changes to deliver the new Strategy.

e Restructuring around key client groups.

® Focusing resources on the front line and in high growth markets.

e QOperating with fewer, higher skilled staff.

® Becoming more entrepreneurial in the way UKTI works with its client companies.

15 DTI Evaluation Report Series No. 9, 2004-2005 Study of the Relative Economic Benefits of UK Trade & Investment Support for Trade &t
Investment, Chapter 5, Appendix A.
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4.14 To do this, UKTI is:

Bringing in staff with specific private sector expertise or other knowledge and skills required by the
Strategy. This has included the appointment of a Managing Director of Business Group and a Managing
Director of Marketing, both with extensive private sector expertise. Pera Group has been contracted to
deliver UKTI’s new R&D and high growth market activities, using private sector specialists.

Cutting staff working on “back office” type support activities. The new grade mix means a higher
proportion of more senior staff, bringing greater credibility with business.

Developing existing staff through a programme of training designed to meet the organisation’s
requirements, identified through a skills audit in spring 2007.

Introducing new high-level targets and increased focus on rigorous performance management.

Conducting robust measurement of all high-level targets through surveys carried out by independent
researchers.

UKTI’s new structure

4.15 Over the summer of 2006, UKTI created a new organisational structure that reflects the Strategy’s
priorities. Five Groups, each led by a member of UKTI's Executive Team and of its Executive Board, were set

up:

Business Group

Sectors Group
International Group
Marketing Group
Corporate Affairs Group

4.15 The rest of this chapter sets out some of the activities undertaken by these Groups in support of
Prosperity in a Changing World.
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Business Group

4.17 Business Group promotes the benefits of investing in, doing business with, and growing business
globally from the UK in ways that benefit the UK economy. The Group’s key roles include developing and
nurturing relationships with individual companies, ensuring that they know how UKTI can support them. The
Group also manages the network of International Trade Advisers in the English regions.

Delivering trade services in the English regions

Companies in the English regions, especially small and medium-sized enterprises (SMEs), have benefited
from the strengthening in recent years of UKTI’s network of locally-based International Trade Advisers.
Their role is to work closely with business clients to identify their needs, and consider how trading
internationally could help grow their business. The International Trade Advisers co-ordinate customers’
access to UKTI services and support from UKTI’s network overseas, and put them in touch with advice
available from other deliverers of services from which the company may benefit. UKTI’s success in the
regions is enhanced by its close working relationships with a wide range of partners and stakeholders,
including the Regional Development Agencies (RDAs), Chambers of Commerce, Business Link, academia,
the financial services sector and others.

RDAs have the lead responsibility for economic growth in their regions. UKTI operates as the international
trade arm of the RDAs, with regional delivery plans jointly agreed between them under the “Dual Key”
relationship that was agreed between the RDA Chairs and Ministers in 2004. This close relationship with
RDAs enables UKTI’s services at regional level to reflect regional needs and priorities fully, and ensure that
use of regional resources devoted to international trade is maximised and duplication avoided. At the same
time the regions have benefited from UKTI’s regionally-based teams being part of a global organisation,
that gives companies access through their local International Trade Advisers to UKTI’s network of staff
based in UK diplomatic Posts around the world.

This year UKTI’s regional network has continued to evolve against a backdrop of wider changes to the
business support network that have taken place since the RDAs took over responsibility for, and funding of,
the Business Link network in 2005. From 1 April 2007, most regions will have a single trade delivery team
covering the whole of a region.

Prosperity in a Changing World announced a review of UKTI’s international trade operation in the English
regions. This review is being conducted in parallel with one, also announced in the Strategy, of the RDAs’
and Devolved Administrations’ overseas presence. Both are due to report in September 2007.



Sectors Group

4.18 Sectors Group supports UK companies across a broad range of sectors, to identify and access
opportunities and ultimately win business in key markets overseas.

Sector support

UKTI focuses on the sectors and sub-sectors where it can add the most value, by providing strategic
support between significant numbers of companies in key sectors. Sector Teams help groupings of
companies to identify opportunities, and win business, in key markets overseas through inward and
outward missions, seminars and exhibitions. They also produce and disseminate information about UK
capabilities and overseas opportunities.

The selection of sectors for UKTI support takes account of the needs of the sector and the extent to which
additional support is available from the regions and elsewhere. Following the merger of a small number of
Sector Teams there are now 13 full headquarters Teams, based in London and Glasgow. Five of these —
Financial Services, Information and Communication Technologies, Life Sciences, Creative Industries and
Energy Technologies — have been selected for a more strategic marketing approach. In each of these, the
Sector Team works with colleagues from UKTI’s Business Group and Marketing Group to deliver a joined-
up approach to the opportunities presented by globalisation, covering trade development, inward
investment, joint ventures and strategic alliances.

In a further seven sectors, UKTI's International Trade Teams take the role of national focal point.

Each sector has a guiding plan agreed with its Sector Advisory Group, which determines agreed activities
with Posts, Accredited Trade Organisations, the English regions and other third party delivery organisations.
These Advisory Groups are made up of individuals with relevant business experience and are a good
example of UKTI’s partnership approach to working with business.

During 2006-07 UKTI’s Sector Teams helped some 8,565 company interventions. The principal activities
were:

® Providing political support in challenging markets.
® Helping to co-ordinate activities across a wide range of players at the regional and national level.

e Helping to introduce UK SMEs (small and medium sized enterprises) into the supply chains of overseas
customers through group activities.

¢ ldentifying business opportunities in specific sectors in overseas markets.
® Showcasing UK sector capabilities.

¢ Introducing UK companies into overseas markets.

® Introducing potential overseas customers to UK suppliers.

® Government-to-government sectoral co-operation.
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International Group

4.19 International Group manages UKTI’s extensive network of overseas advisers and leads on the
development of new areas of work related to globalisation.

Market Directorates

In response to the UKTI Strategy, geographic Market Directorates have been restructured to achieve UKTI
objectives related to:

® Policy on emerging markets, and the development of new areas of work related to globalisation.

e Management of the overseas network, including both resource management and the implementation
and delivery of a new performance management framework, which is consistent with UKTI’s PIMS
monitoring survey.

® Supporting customers wishing to trade in developed markets by providing relevant country knowledge,
support and advice.

In addition to a Developed Markets Directorate, the structure now includes two Emerging Market
Directorates. The latter cover China, India and the other 14 high growth markets identified in the UKTI
strategy. Their role is:

® To develop and support country-specific policy and Ministerial involvement in relation to China, India
and Brazil, where JETCO (Joint Economic Trade Committee) arrangements are in place.

e To work with other parts of UKTI’s network to provide support to UK companies and ensure they are
aware of business opportunities in these markets and are properly equipped to tackle them.

® To manage UKTI resources in these markets, including management of the China British Business
Council, a third party delivery organisation part-funded by UKTI, and the Indo-British Partnership
Network, which also receives part-funding from UKTI.

The Emerging Markets and Policy Team, which is embedded in the Emerging Markets Directorates, is
responsible for:

® The existing work of the Chancellor’s Asia Task Force.

e The development of new work strands announced in the UKTI Strategy on research, and on setting up
a pilot project to make economic reporting available to business.

e Establishing a senior Whitehall officials’ group to ensure that UKTI’s growing understanding of the
impact of the changing global economy is embedded in policy making.

This Team also arranges business briefings and is responsible for ensuring that the experiences of
companies in a globalising world are systematically collected and used to influence policy in the UK and
beyond. This is achieved both through gathering views of business and through a research programme into
issues in high growth markets facing UK-based companies. It also takes into account feedback from inward
investors — actual and prospective — to the UK from these markets.

The Developed Markets Directorate is responsible for country knowledge, advice and support in developed
markets and for:

® Network management for Europe, North America, Japan, the Caribbean and Australasia.
e Ministerial support in relation to these markets.
e Co-ordination of UKTI’s overseas network resource issues across all three Market Directorates.

e (Co-ordination across Whitehall of business support aspects of overseas visits by Ministers and other
senior UK representatives.
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Marketing Group

4.20 Marketing Group takes the lead role in ensuring that UKTI’s efforts to promote the UK economy are
world class. 1t leads marketing strategy implementation across the organisation and amongst partner
organisations that market the UK overseas.

Corporate Affairs Group

4.21 Corporate Affairs has overall responsibility for strategy, business planning, performance management and
evaluation, and corporate functions such as financial management and human resources.

4.22 A further change from April 2007 will see Corporate Affairs’ responsibilities split, with a Strategy and
Human Resources Group continuing to report to the Deputy Chief Executive, and an Information Technology
and Finance Group reporting to UKTI’s Director of Finance.

UKTI headquarters operations
UKTI has two headquarters locations, in London (Kingsgate House) and Glasgow (Tay House).

A high proportion of those working in Kingsgate and Tay Houses are front-line staff who have direct
relationships with UKTI’s clients and their representatives. They, along with teams in the English regions
and commercial teams overseas, form UKTI’s client-facing operations.

These front-line headquarters staff deliver those aspects of UKTI’s services where it makes sense to operate
out of a central location. This includes client relationship management of London-based companies and
those with a national presence, and management of various programmes (such as the Tradeshow Access
Programme, which is managed by the Glasgow office) and other corporate products.
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Chapter 5: UK Trade & Investment services and
operations

UK Trade & Investment, with its teams of expert advisers located in the UK and around the globe, can
help UK and overseas companies fulfil their international ambitions. UKTI aims to provide solutions to
companies that are seeking to internationalise their business activities, whether that means investing
in the UK or doing business overseas from the UK.

5.1 UKTTI’s English regional and overseas networks offer services to all eligible companies seeking help in
overseas markets where there is a UKTI presence. UKTI also targets the following groups of companies, which
were identified in Prosperity in a Changing World as priorities for UKTI support:

¢ Overseas-owned research and development companies.

e UK-based companies where trade development work will help boost their R&D output.
® Innovative inward investors.

e Companies that UKTI can help do business in selected high growth markets.

e Small and medium-sized enterprises which need help with capacity building, to enable them to
internationalise.

e FTSE 100 companies.

e Qverseas-based entrepreneurs with innovative technology.

5.2 A substantial proportion of UKTI’s resource goes into relationship management of targeted companies in
the various areas listed above. The objective is to produce account plans for each of these companies,
summarising UKTI’s approach to working with them and what it is that UKTI can offer. UKTI will also learn
from this process, in terms of broadening its knowledge of global business and trading conditions and
practices.

FTSE 100 companies

Many of the UK’s biggest companies have very significant investments overseas. Senior staff from UKTI will
manage relationships directly with these companies. We will want to know about the obstacles they face in
international trade, and we will follow up on company concerns and opportunities, such as market access
issues and their strategic plans for internationalisation. UKTI also provides in-country support for
established overseas investors, through Embassies and other diplomatic Posts.

5.3  Companies need different types of support when they are doing business in high growth markets,
compared to the UK’s more established trading partners in Europe, North America and the Far East. They need
different levels of support when they are first starting out in international business - investing in the UK or
doing business overseas — than when they are experienced in the international marketplace. UKTI provides a
suite of services that can be tailored to the needs of individual companies. These services and how they are
delivered are set out in more detail in this chapter.
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Investors to the UK

5.4  UKTI is the UK’s national inward investment promotion agency. It leads the UK inward investment
network - the Regional Development Agencies (RDAs) and the Devolved Administrations - in helping firms,
from hi-tech start-ups to global industry leaders, to locate in the UK. It develops co-operation between the
principal bodies engaged in inward investment promotion through chairmanship of the Committee on Overseas
Promotion. It also carries out research on both the hard and soft factors that influence location decisions.

5.5 UKTI can advise on the UK as a potential business location from the inception of the decision making
process through to detailed exploration of location options. Targeted companies receive a range of support
including, where appropriate, a client account manager. Client account managers can also help existing
investors develop their business, through appropriate use of trade services including sales leads and market
research.

Table 1: Inward Investment cases and effect on jobs'

2000-01 2001-02  2002-03 2003-04 2004-05 2005-06

(i) UKTI
Number of active cases 1,228 1,103 1,147 1,464 1,761 2,103

Number of inward investment
decisions in which UKTI was

significantly involved 243 160 149 213 392 458
Number of new jobs created 15,857 4,296 5,468 5,603 10,629 12,570
Number of jobs safeguarded 6,624 1,144 3,048 1,728 5,369 5,953

(ii) National figures

Number of inward investment

decisions 888 844 717 818 1,078 1,229
Number of new jobs created 71,168 35,371 34,624 25,708 39,338 34,127
Number of jobs safeguarded 52,359 23,961 20,265 34,318 35,818 55,892

Global Opportunities Strategy

5.6  The Global Opportunities Strategy was launched initially in 2005 but is now, in a revised form, an
integral part of the new drive under UKTI's new Strategy, to put more effort and resource into targeting high
value companies for inward investment. The basic premise of the Global Opportunities Strategy is to form
deep, long-term relationships with selected high-value companies from overseas, where UKTI predicts it can
add value through its interventions. UKTI has identified initially a number of companies, operating in the
following sectors:

¢ High performance engineering.
¢ Financial services.

e Life sciences.

e (il and gas.

¢ Creative industries.

e |CT sectors.

16 These figures reflect data that has been revised and updated since previous UKTI Departmental Reports. Results for
2006-07 will be available in July 2007.
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5.7 There are also targets for UKTI engagement with other good quality companies, and those companies
where the RDAs and Devolved Administrations might be expected to be lead point of contact.

Investor Development — “Aftercare”

UKTI manages the UK’s investor development network. It is responsible for co-ordinating national policy
for investor development and its subsequent facilitation through the provision of a professionally-delivered
programme of investor support, the Investor Development (“Aftercare”) programme.

UKTI continues to develop its relationship with the Investor Development (ID) teams in the RDAs and the
Devolved Administrations, with the aim of offering a more coherent investor service across the UK to
existing inward investors, in order to retain and add value to inward investment in the UK.

In a highly competitive international market, Aftercare is crucial. In 2005-06, 65 per cent of all new jobs
from inward investment were from existing investors.

In partnership with the DTI, UKTI continues to lobby on issues that concern investors. Its “Voice in
Government” investor advocacy service gives existing investors a gateway into the UK Government, to
ensure that views of business are reflected in UK regulation and policy development. This includes making
sure that perceptions are taken into account that may place the UK at a disadvantage compared to
competitor markets, and on company-specific issues that impede the growth and development of investors’
operations in the UK.

UKTI is working with the RDAs and the Devolved Administrations to help de