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PRIME MINISTER

MICROPROCESSOR AWARENESS PROJECT (MAP)

1 We met on 16 July last year to discuss several aspects of micro-

electronics, one of which was the Microprocessor Application

Project (MAP). On this particular programme, you said you were

.__.__.._-'I—

still not fully convinced of the need to devote £55 million of
—

public funds to speedingup the adoption of micro-electronics in

UK industry and asked me to let you have a review of what had so

far been achieved before commitments passed £25 million.

2 The attached paper by officials, recalls the background
(paragraphs 1-10); reviews progress to date (paragraphs 11=16) 3
assesses the impact of MAP (paragraphs 17-22); suggests how in

the second phase there should be changes of emphasis in the light

of experience (e.g increased concentration on small and medium

sizad firms), and that we should seek to use MAP to bring in

private sector funds (paragraphs 23-3%1); and finally recommends that
MAP should continue up to the £55 million already announced. There

is a one page summary of the main points.

2 My own experience of visiting firms in the UK and © my recent
visit to the US confirm the main conclusion that, although there

has been a marked improvement, too many UK companies still have

not grasped sufficiently the critical importance of micro-electronics

to their own operations and are not taking adequate steps to adopt

it. Our competitors on the other hand are proceeding much more

/quickly ...
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quickly,K some with substantial assistance from public funds. It
will be some time before owr macro-economic policy succeeds in
creating the climate to encourage and reward innovation and risk-
taking. DMeanwhile we should, I believe, maintain our help towards
improvement. You will recall that at last November's NEDC meeting
both the CBI and TUC were concerned at the slow takeup of micro-

electronics and recognised the importance of our companies catching

up.

4 One of the obstacles, particularly for the smaller firm, is

the difficulty of obtaining risk finance on reasonable terms. A

survey undertaken for the Department by MORI found that one in

five companies had difficulty in raising finance for projects of

T —

this nature and it was a real problem for a third of smaller
companies. I have myself held meetings with entrepreneurs and
financiers which brought out this gap in the availability of finance
for development projects. It seems that entrepreneurs just do

not understand how to present their case while financiers do not

-

have the technical expertise to appraise the technical feasibility
and commercial potential of development proposals. It will take
time to change these attitudes and there seems to be scope for
using MAP to bridge the gap more quickly by, for example, making
available to potential sources of finance (with the applicant's
consent) the Department's technical appraisals of development
projects which we propose to support. In such cases a relatively

small MAP grant as evidence of the Department's endorsement of

the merits of the project should serve to unlock private sector

funds. I believe that this could be an important development in

SERE aa
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the next phase of MAP and could also help to alleviate the general

problem of getting private sector finance into high technology

projects.

5 It is of course possible to cite examples of companies which
have gone ahead on their own initiative but in 1977 for every one
of these there were nineteen doing nothing at all, and many of the
latter are apparently still unaware of the challenge. Some large
companies in fields where micro-electronics offers clear advantages
(e.g in process control) are recognising the potential only slowly.
The UK semi-conductor manufacturers have told the Department that
their main markets are still overseas and that the UK takeup is

noticeably lower than in the US, Germany and Japan (see paragraph

22 of the report).

6 I believe that failure to apply micro-electronics would contribute
to further decline of UK manufacturing industry. I believe that

MAP has made a considerable (and cost effective) contribution to
improving the level of awareness of micro-electronics and

encouraging its application. There is still a heavy demand for
information and assistance. If we were seen to curtail the

programme now I believe that industry would take it to mean that

the Government has changed its mind about the importance of micro-
electronics and most of the achievement to date would be lost.

I hope thathaving read this report you will now agree that MAP should

continue up to the previously announced limit of £55 million.

F7
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7 MAP heads the list of the Department's priorities for

technological support to industry. Full provision for the balance

of the £55 million has been made in the Department's PES bids.

8 I should of course be happy to discuss the report with you if

you wish.

9 I am sending copies of this minute to the Chancellor of the
Exchequer, to the Secretaries of State for Employment and

Education, to Sir Robert Armstrong and to Mr Robin Ibbs.

Department of Industry
Ashdown House
12% Victoria Street

RESTRICTED/COVERING COMMERCIAL IN CONFIDENCE




10 DOWNING STREET

From the Private Secretary 21 July 1980

Microprocessor Application Project

The Prime Minister has read your
Secretary of State's minute of 14 July,
and is prepared to agree that commitments
under the MAP should continue up to a
maximum of £55 million in cash terms.

I am sending copies of this letter to
John Wiggins (HM Treasury), Richard Dykes
(Department of Employment), Peter Shaw
(Department of Education and Science), David
Wright (Cabinet Office) and Gerry Spence
(CPRS).

IL. P. LANKESTER

Ian Ellison, Esq.,
Department of Industry.
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L. Sir Keith Joseph wrote to the Prime Minister on 14 July seeking
her agreement to spend up to the previously announced limit of £55m. on 72
MAP.

2. As you know, the CPRS has been involved with MAP since its ﬁ?f?
inception. In our view the results so far have fully justified the
expenditure of the first £22m. But much remains to be done. We are

still "under-achieving' in redesigning threatened products and processes.

The take-up of training places remains unusually high. We very much

hope, therefore, that the Prime Minister will agree to the continued

funding of the programme.

I am sending a copy of this minute to Sir Robert Armstrong.

17 July 1980
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REVIEW OF THE MICROPROCE SSOR APPLICATION PROJECT: SUMMARY

MAP was launched in 1978 against a background of concern in informed
quarters at the UK's slow rate of takeup of this all-pervasive technology
compared with its major competitors. Its objectives were:

= | raise significantly the awareness of microelectronics at
all levels in industry;
1 5 ¢ stimulate retraining in microelectronics skills;
help firms to establish the relevance of microelectronics
to their own business;
iv stimulate the application of microelectronics in firm's
products and processes.
To have maximum impact, MAP was to be a crash programme with £55M
committed and spent over a relatively short period in three
main areas — A, awareness and training (to meet i and ii above), B
consultancy support (iii) and C, project support (iv). Current
commitment is just over £22M with proposals amounting to a further
£11M under consideration (paragraphs 3-8).

2 MAJOR ACHIEVEMENTS TO DATE INCLUDE

130,000 - people attended MAP awareness seminars; (paragraph 10)

36,000 - extra places on short term training courses by 1980
(from 2,500 in 1978) (paragraph 11)

1,360 studies of feasibility of applications underway,some already
resulting in new development projects (paragraph 12)

286 new developments underway ranging from agricultural

engineering and mining machinery to consumer products, about
half by small firms (paragraphs 13-15).

3 ASSESSMENT SO FAR - although our competitors are still ahead, often
with substantial help from their Governments, MAP has made significant
progress towards meeting its objectives. The level of awareness has
improved, but about half of UK companies are still unaware of the
potential of microelectronics. The improvement in awareness is not
solely due to MAP, but it has made a substantial and cost effective
contribution. Lack of suitably qualified manpower and of risk finance
are still major problems (paragraphs 16-22).

4 THE FUTURE - To stop now would imply that the speedy adoption of
microelectronics was no longer important. MAP should continue to £55M
but with changes of emphasis eg to concentrate assistance on small,
first time users and sectors with high potential but low take up and to
stimulate private sector finance for development. Broad plans for
the remaining £30M:-
Awareness (£2M) - to encourage self-help by companies and outside
(paragraph 24) bodies based on material generated by MAP, adapted to
needs of particular sectors. Support for specific
events as necessary;

Training (£3M) - to fill gaps in coverage (geographical and level)
(paragraphs 25,26) of short courses; make available MAP material
for educational use - eg "teach the teacher"
kits; schools computer competition

Consultancy (£6M)- (normally) support only one study per company
(paragraph 27)

Project Support (£19M) - criteria modified to bias support towards

(paragraphs 28, 30) smaller companies; stimulation of private sector
sources of finance; encouragement of
applications in sectors where potential seems

high but takeup low
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REVIEW OF THE MICROPROCESSOR APPLICATION PROJECT (MAP)

BACKGROUND
1 MAP was launched in 1978 in response to widespread concern
at the slow takeup of microelectronics here compared with our main
industrial competitors. £55M was allocated to increase awareness of
the potential of microelectronics for British industry and to encourage
its application. After considering the scheme last July, the Prime

Minister asked for a review of what had been achieved under the Scheme

before commitments exceeded £25M.

i Commitment has now reached £22M and projects involving a further
£11M have been submitted for consideration, (but without firm
commitment at this stage). To date MAP has made good progress towards
meeting its objectives. More firms have recognised what micro-
electronics can do for them and are applying it in their business but
there is still a long way to go before UK companies match their
competitors. This paper discribes progress so far, and recommends how

the rest of the £55M should be allocated.

3 Microelectronics is expected to be the dominant technology for the

immediate future. It is not, in itself, fundamentally different from




traditional electronics. But the huge reduction in size, and hence
costs, and the increase in performance and reliability, so increase

the range of applicability as to bring within the reach of all firms
(including small and medium) techniques previously available only to
large companies. However although there were exceptions (these mainly
in the electronics sector — see list at Annex A) the evidence suggested
that UK companies were being slow to recognise the opportunities. A
Department of Industry survey in 1977 showed that only 5% of firms

were aware of the potential of microelectronics; a further 45% were
broadly aware but were not taking action; while 50% were not even

aware.

4 Meanwhile overseas competitors were quicker to market new
products and improve their production processes — usually with
encouragement and backing from their governments. The German and the
French goverments, for example, were launching substantial spending
to encourage the use of microelectronics in industry particularly in

small companies. UK companies were already under pressure; widespread

adoption of microelectronics elsewhere posed a further threat to whole

sectors (eg office machinery, manufacturing machinery, automobile
components) which could find themselves marketing obsolete products or

using out of date manufacturing processes and faced with making up the

long lead times needed for new developments. The general impression

was that UK companies were not looking closely at their competitors
activities (and not just traditional competitors — eg electronic calculators
compete with slide rules) and were being complacent about their ability

to catch up. Since all nations were faced with this industrial

2




upheaval imposed by microelectronics, the challenge for British industry,
much of it in need of modernisation anyway, was to embrace with enthusiasm
this unique opportunity to catch up by updating its products and
processes.

5 It was decided that a national programme of encouragement and
stimulation was required. In addition to improving the general

level of awareness of the potential (and threat) of microelectronics,

the programme was to aim at alleviating other constraints — in particular
a severe shortage of people adequately trained in the technology; the
difficulty of identifying specific opportunities for using microelectronics
by individual companies; the difficulty for UK companies, especially

the small ones, of raising risk finance on reasonable terms for high
technology projects, which seems to be much greater in this country

than in others.

6 Against this background MAP was launched in July 1978 with an
interim allocation of £15M. The Department of Industry envisaged

a £70-80M programme while some other outside authorities and study
groups felt even more was required eg £100M was suggested in ACARD's
1978 report "The Application of Semi-Conductors". However in
December 1978 the Government announced that the allocation was to be

raised to £55M for a programme with the objectives of:

raisiﬁg significantly national awareness of the potential

of microelectronics at all levels in UK industry;
increasing substantially the supply of people retrained
in microelectronic skills;

helping firms establish the relevance of microelectronics
to their business;

improving the rate of application of microelectronics in
firm's products and processes, particularly by first time

USErs.




7 To have maximum impact the £55M was to be committed over a
relatively short period - about three years - and spent over 5 or 6,
in three main areas:-

A - Awareness and Training including

An awareness programme covering seminars, workshops, conferences

and exhibitions and active stimultion of the media; it was
estimated that 50,000 people needed to be addressed in some depth
and at least five times that number more generally.

= On training,measures to increase rapidly the number of short
course places of around 10 man—day duration aimed at providing
initial retraining for engineers and technicians already in
industry to complement the more formal educational/training role
of DES and MSC which take some time to reorientate (because of
devolved authority, the timing of the academic year etc).

B —-Consultancy

Grants of £2,000 towards the cost of initial studies by an
approved expert of the feasibility of applying microelectronics
in particular firms

C- Project Support
Stimulation of the implementation by firms of particular applications

by 25% grants (or exceptionally 50-50 shared contracts) as in
other Science and Technology Act assistance schemes but with
criteria adapted to microelectronics and smaller firms.
II PROGRESS SO FAR
General
8 So far £22M has been committed (or approved) and just under £11M
is under consideration (but without commitment) this last being evidence of
continuing heavy demand for the scheme.
Approved but not Under
Commi tted yet committed Consideration Totals
MAP A 6.522 0.226 0.923 7.671
MAP B 2.562 0.332 0.152 3.046
MAP C 11.293 1.263 9.663 22.219

TOTALS 20.377 1.821 10.738 32.936




....

9 In order to mount the programme quickly and effectively, the
maximum use has been made of existing facilities. The bulk of the
awareness campaign work undertaken by the private sector and learned
institutions was promoted by and supported financially by MAP. Similarly
the training facilities are provided by existing private and public
sector organisations and feasibility studies are undertaken by

outside bodies in the private and public sector.

Awareness

10 The aim of the general awareness programme is to emphasise the
pervasiveness and potential of microelectronics. The Department has
itself mounted one day workshops attended by 2,000 directors of significant
companies,while support in other forms (slides, films, brochures,
speakers, financial assistance) has been given to over 1,000 events
attended by 130,000 people. We have staged or supported exhibitions
including two large events at the Design Engineering Show at the National
Exhibition Centre; 1l at trades union national conferences; an ongoing
trade show at the Microelectronics Centre London; an exhibition for

MPs at the House of Commons; and a nine month exhibition for the general
public at the Science Musuem ( expected attendance over 2 million),

the Dol contribution to which received a very favourable press.

Training

11 1In the longer term this area is the responsibility of DES
(general education) and MSC (retraining of mature people in industry)
but both acknowledged in 1978 the urgent need to expand nationally
the number of places on short courses, a need they could not meet

in the required time. With their agreement MAP has helped to

expand the number of places on short courses for retraining in micro-
electronics from 2,500 in 1978 to 36,000 by 1981. In a recent survey

5




take up of these courses was found to be 80% (compared with a normal
expectation of 60% for mature student courses). MAP support meets
half the costs of setting up the courses in public and private sector
establishments: thereafter they are expected to be self sustaining
with participants paid for by their companies. In addition £0.5M

has been offered to the TUC towards a national training programme for some
65,000 shop floor workers to be organised through Colleges of Further
Education (as are other TUC courses) to standards ensured by DES
procedures. Assistance is also going to the Open University for
courses in microelectronics applications for 5,000 managers, with

a longer version for engineers to follow shortly.

Consultancy (MAPCON)

12 There have been some 1,970 applications mostly from smaller firms
for the £2000 grant towards consultancy advice for first time users
of microelectronics and a steady stream of new applications is
received at the rate of about 30 per week. To date 1,360 have been
approved and of the 490 which have been completed, about 3/4 of
companies have said they intend to follow up the results. Already
13% have resulted in applications for support for specific projects
under Part C while evidence indicates that a similar number are

proceeding without assistance — a trend which we shall obviously

do our bgst to encourage. The distribution of the studies is about

equal between products and processes.

Project Support

13 Support for projects aimed at implementing specific applications of
microelectronics, is intended to reduce the above average risk, to a

first time user when introducing new technology.

6




Each project is appraised individually as to technical merit and mar ket
prospects and the company must satisfy the Department that it is

viable and has the resources (managerial, financial, technical,
manufacturing and marketing) to carry the project through to

commercial exploitation. Assistance is not given to projects which

the company would undertake unaided. There must be some "additional"
benefit, eg that the project would not otherwise proceed or would take
much longer to complete or would be undertaken on a smaller scale

without assistance.

14 Although MAP support reduces the cost and the risk,the company

has to find 75% of the costs itself and the final judgement is theirs.
This minimises the risk of uncommercial projects being put forward. Many
companies welcome the independent technical assessment of their
proposals. The fact that Dol is prepared to offer assistance may

help a subsidiary convince a main board that a proposal is worth
considering and has in some cases encouraged private sector sources,
most of whom do not have access to adequate technical advice,to make

funds available.

15 Applications are coming in at about 30 a month; about half are

rejected. Of the 801 applications received by 31 May 1980 :-

Project Cost¥ MAP Support

Approved £48M £12.5M

Under Consideration £ 9.5M

Re jected 383 £51M N/A

*Direct cost of MAP-element of each project. Total project cost will
usually be much higher, taking account of associated investment in all
plant, buildings etc not eligable for MAP support.
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This means that so far 286 additional applications of microelectronic
techniques are underway involving total investment likely to be in
excess of say £200M so far. Analysis of the 801 cases by type of company
and product are at Annexes A and B. About 50% are from small companies
—-see examples at Annex C.

IIT Assessment

16 Since MAP began, there has been a marked improvement in the general
level of awareness. We would not seek to claim that MAP alone has

been responsible but it has clearly played a substantial role and the
interest generated by MAP activities has encouraged the private sector

and the media to take up the message.

17 Among MAP's achievements to date are:
130,000 people have attended MAP awareness seminars,
(reaction 747 good or excellent; 257% satisfactory;

only one serious complaint);

new places on short term training courses by 1981

compared with 2,500 in 1978
feasibility studies started, 490 completed some
already resulting in new development projects, not
all with support under Part C;
new developments underway, likely to generate say £200M of
additional investment with revenue earnings of
many times that figure.
This seems to us a substantial and cost effective contribution to

encouraging the more rapid adoption of microelectronics in the UK.




18 To help assesss the effectiveness of MAP we have supported

organisations such as MORI and the Policy Studies Institute (PSI).

The Dol survey of 1977 found only 5% of companies aware and active;
45% broadly aware but not active; and 50% not even aware of the
pervasiveness and challenge of microelectronics. In December 1979
MORI reported on a survey carried out for the Department based on
interviews with managers (often chairmen or managing directors)

of over 750 significant UK companies. This was backed up by earlier
group discussions with opinion leaders and also input from bankers
and financial institutions. MORI reported that although the position
was much improved among the 'aware' 50%, even now, around 50%

still did not fully appreciate the importance of microelectronics
and were not doing anything to adopt it. The main points of their
report are summarised at Annex C: other important findings were

lack of expertise =—about 50% of companies do not have any
electronics (much less microelectronics) expertise in middle or

top management — and difficulties in raising finance — difficult for
one in five companies and a major problem for over a third of the
smaller companies.

19 The surveys underline the difficulty of putting over the message
and instilling a sense of urgency. Following the MORI report we are
trying to reach those companies still apparently unaware through a
general mailing shot which includes an introductory booklet, advertises
some of the courses and facilities supported through MAP and invites
those interested to seek further information. Although there have
inevitably been one or two adverse reactions, from the first 2,000
letters sent out we have had over 200 requests for further
information some from companies which might have been expected to

be better informed. About half a dozen companies have told us they




are already aware of the importance of microelectronics but thanked

us for drawing attention to MAP's facilities.

20 Even though the general level of awareness has improved, the message
from our sponsor divisions and regional offices is that companies tend
not to appreciate the relevance of microelectronics to their own
activities and this includes some large companies. There are many

ways of sampling awareness, none of which would provide comprehensive
results, but a useful indicator is perhaps to look at the 100 or so
companies which were visited by the Prime Minister before the Election
(and which might be expected to be "above average"). Only 17%Z are
believed to be actually using microelectronics and 55% are apparently
unaware of the potential. Of the 17% nearly three-quarters have received
some form of assistance under the Science and Technology Act or Industry

Act.

21 The main UK manufacturers of microelectronic components, which would
be used in applications, have told us that they sell more of their
output overseas than in the UK and that application of the technology in
this country is markedly behind and growing at a slower rate than that

of our competitors. This is so even for 'specials' where demand from

UK users might be expected to exceed that from overseas firms with their

own microelectronics supplies: this suggests that overseas countries are
developing new applications so quickly that their own suppliers

cannot meet the demand. Although UK consumption of microelectronic
components has increased over the last year, the main users are in areas
where there is already a high level of awareness — defence, telecommuni-
cations and consumer electronics. (Government promotion of teletext

and viewdata is seen as a contributory factor here). In industry at
large there has been little change; Germany and France are reported as
using microelectronics more innovatively. Generally the message was
that there are good ideas in the UK but 'the conversion into products

is very slow' and the UK is still 'underachieving'. Our contacts with

other large firms which themselves are aware tends to support this view.
10




The Future

22 What would happen if MAP were stopped at the £25M commitment
level? Has the general awareness improved to the point where UK
industry can be left to get on with the task of adopting
microelectronics? It is impossible to produce conclusive answers
to these questions; the stories of successful applications which
attract publicity can mask the general lack of appreciation of the
importance and relevance of microelectronics. There will undoubtedly
be some companies who have proceeded alone but as indicated in the
previous few paragraphs they are the exception rather than the

rule. There is still a heavy demand for MAP activity (see paragraph

8 above) but there is evidence, e.g. in follow up to consultancy

studies, that some companies are willing to proceed without help once

they are confident of their ability to do so.

23 In our view if the Government were not to allow MAP to run the

full course of £55M, it would be interpreted as meaning that it was

not after all important for UK industry to make its special effort to
adopt microelectronics. It is not enough to improve general awareness;
there is still a need to ensure that companies relate microelectronics
to their own activities and take the necessary action. The constraints
are many— shortages of trained manpower remain and the difficulty

of raising risk finance, particularly for small to medium sized companies
- as well as market weakness, lack of profits/cash flow and general

lack of confidence~ factors which are not peculiar to users of
microelectronics but which are a powerful disincentive to any investment
in modernisation and new technology. Our proposals for tailoring the

second phase of MAP to meet these circumstances are set out overleaf.
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IV Phase 2 Proposals

Awareness (£2M)

24 1In phase 1 the aim was to put over the message to as wide an
audience as possible to alert them to the challenge and encourage

them to think about the relevance of microelectronics to their own
products and processes. Follow up action will need to be more

specific - tailored to the needs of sectors or even individual

companies — at the engineering and operational levels. Since

it is not possible to mount events which go into individual areas in
sufficient depth across the whole range of industry, the emphasis

will be on self help by companies backed up by supply of material
generated by MAP and by others willing to make material generally
available for use by other companies (or other bodies organising seminars)
to use in-house. We shall also take up opportunities to support specific

events (through the media, films, books, seminars, exhibitions etc) as
necessary

Training (£3M)

25 The demand from industry for people trained to all levels in
microelectronics is very heavy and growing. Although a large
proportion of industry is hoping it will be able to hire ready
trained people, most realise that the only real solution is to train
their existing people as well. Phase 2 will aim to fill the gaps

in the coverage of training courses (ie improving the geographical

spread and encouraging more advanced courses) and monitoring closely

the support MAP is giving to the Open University and to the TUC. We
are also currently negotiating with the BBC educational services to
link MAP into an important microelectronics project scheduled for
screening in October 1981. Without this support it is unlikely that
the BBC could accommodate this important series of projects within its

reduced educational budget.




26 In planning phase 1 activities we had assumed that parallel

action would in due course be taken by DES in schools and MSC through

the Industrial Training Boards.However this has not happened on the scale
envisaged MAP cannot make good all the shortfall but we shall be considering
how far it would be appropriate to bridge the gap. In particular in
consultation with DES we would hope to meet some of the need for

supporting hardware and software, for example in supplying training kits,
"teach the teacher" courses, software modules for educational use; and

we have already organised a computer competition for schools.

Consultancy (£6M)

27 There is a steady and substantial demand for consultancy

grants. This activity seems to be a very cost effective way of
encouraging firms to consider the specific application of microelectronics
and it has been well received by industry. An incidental benefit is

that MAPCON is helping to bridge the gap which exists between small to
medium sized companies and universities, many of which act as MAPCON
consultants. Once contact is established, they recognise that other
expertise is available. We therefore intend to continue to provide

this service but to tighten the criteria so that individual companies

do not normally receive support for more than one study.




Project Support (£19M)

28 Most of the applications for support under Part C have been from
companies who were already awake to the potential of microelectronics
but had hesitated to apply it. More recently we have begun to see
proposals which have resulted from earlier parts of the Scheme
(eg consultancies) and this tendency is expected to increase
substantially. There is welcome evidence that some companies are willing
to proceed on their own once they have acquired the knowledge and
confidence but we see support for development projects as a continuing
need for the next few years if British industry is to hold,let alone
improve its position vis a vis its competitors. It may be reasonable
to assume that once a large company has recognised the opportunities,
it will be in a position to take steps to improve its products and
processes. In future thererefore we intend to bias project support
towards smaller companies by:

i removing the lower limit of £10,000 on eligible project

costs;

introducing accelerated appraisal procedures for projects
under £25,000;
iidi imposing a normal upper limit of £500,000 on project costs.
29 As shown in the MORI report and as recounted to the Secretary of
State and officials at first hand, a major problem is that of
tapping private sources of finance, both for start ups and for
development projects. We have already held discussions with a number
of institutions (eg ICFC/TBC, Midland Montague, Barclays, Development

Capital Ltd, Post Office Pension Fund). We have established that




. there is a communication gap. The small entrepreneurs do not know

how to present their project in the right form while financiers

lack access to adequate technical assessments at the development

stage but need something more commercially orientated than a
university could provide. Dol commitment to a project through the
provision of a modest grant following a technical assessment adds
confidence and it seems that arrangements for joint appraisals and
hence joint funding, with the company's consent, could be a means

of bridging the gap. This would be a lead into private sector

backing for the much more costly manufacturing phase which MAP does not
cover and with which private sector financiers are more familiar.

We intend to pursue the scope for co—operation as speedily as

possible. This could provide useful experience for dealing with

the genmeral problem of involving private sector finance in high
technology projects. We shall also be prepared, in new start ups,

to take greater risks in a limited number of cases ( not exceeding

£IM in total).

30 We are examining the scope for extending the sectoral approach
envisaged for the awareness programme to Part C to encourage the
application of microelectronics in sectors where there appear to

be good opportunities but where the rate of adoption has been low.

One such sector where this has already been done with good results

is food processing and work on identifying a few more sectors is

in hand. In addition we shall use (limited) MAP funds to underpin
applications work in important ancillary technologies essential

to the application of microelectronics (e.g.sensors, transducers

and design aids), and in support of the new policy on public purchasing
to seek out opportunities for developments in industry aimed at meeting
specific requirements likely to arise in the public sector for

advanced microelectronic applications.
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Conclusion

31 The first phase of MAP has already made significant progress towards

meeting the objectives set in 1978.

32 To stop now would be to cut short a programme previously accorded
high priority just as it is making a real impact . We could not

conceal a cutback which would entail a sudden halt to new commitments and
the reaction across industry and nationally would be considerable,

suggesting that the Government no longer attaches importance to the

adoption microelectronics and the result would almost certainly be that UK

industry falls further behind its international competitors.

33 We therefore recommend that the £55M allocation should be

confirmed and that MAP should run its full course with some redirection as
proposed in paragraphs 22-30 above to consolidate and improve on

its achievment in raising awareness and securing the widespread

adoption of microelectronics by UK companies.

LAl
30 June 1980
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