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DTI’ s role is shrouded in confusion, says IoD 

The Institute of Directors (IoD) today published a major research paper
 on the role of the Department of Trade and Industry (DTI) which illustrated that the Department was confused about its role, pursued contradictory policies and had overly ambitious objectives. 

The research paper, which includes the results of an NOP survey of IoD members, made the following key points:

· The purpose of the DTI is ambiguous, partly because of its wide remit of responsibilities, but also because the Department has suffered from an extraordinary level of political instability. There have been four different Secretaries of State for Trade and Industry in the last five years. This has led to frequent changes in the emphasis of policy. Additionally, the Department lacks focus. It operates 183 different programmes to help businesses, but the sheer plethora of schemes means that few of them gain any saliency. 

· The DTI pursues a contradictory agenda. On the one hand, the Department aims to promote a competitive and productive economy. On the other hand, it has increased the regulatory burden on business. The cost to business of the employment legislation alone introduced since 1997 amounts to £5 billion per annum.
 

· The Department’s grandiose ambitions exceed its resources. The DTI has a relatively small budget of approximately £5.1 billion for the financial year 2003-04.
 However, amongst other objectives, the Department is expected 
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to narrow the productivity gap with the USA, Japan, Germany and France over the course of the economic cycle and to improve the economic performance of all the English regions.
 The DTI’s lack of knowledge and limited resources make the achievement of these goals problematic.

Richard Wilson, Business Policy Executive at the IoD, said: 

“The DTI suffers from three major problems. Firstly, the role of the Department is shrouded in confusion. The broad remit of the Department has made the pursuit of a clear, coherent and consistent strategy difficult to achieve. However, the situation has been exacerbated by the extraordinary level of political instability at the top of the Department. Secretaries of State come and go with the regularity of 3rd Century Roman Emperors: there have been four Secretaries of State for DTI in the last five years. This has led to frequent changes in the emphasis of policy. 

“Secondly, there is a Dr Jekyl/Mr Hyde flavour to policy making at the DTI. For example, although the Department aims to promote a competitive economy, since 1997 it has significantly increased the regulatory burden on businesses. The cost of employment regulations alone on business amounts to £5 billion per annum. 

“Thirdly, the Treasury has burdened the DTI with targets and objectives of almost Herculean proportions. For instance, the Department is required to reduce the productivity gap between the UK and France, Germany, Japan and the USA over the course of the economic cycle; increase the overall productivity of small firms; and improve the economic performance of all the English regions. The DTI lacks both the information and resources necessary to enable it to achieve these objectives with any confidence.”

Patricia Hewitt, the current Secretary of State for the Department of Trade and Industry, launched a review of the Department’s activities last year and is in the process of changing the way that the Department works. However, the survey of IoD members revealed that: 

· 65% of members were not aware of the changes being made to the DTI. 

· Of those members who did realise that the DTI’s activities were being overhauled, only 12% thought that the resulting changes would have a positive effect on their business.

· 32% of those members who had contacted the DTI for advice (for example, about exporting, dealing with regulations, etc) considered that it was poor.
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· 46% of members believed that the system of business support was suffering from institutional overload, with too many Government funded organisations trying to help business.

Richard Wilson added:

“The Department needs to dispel the confusion surrounding its role and become a department for enterprise. To this end, the DTI should work to promote competition, partly through strong competition laws, but also by reducing barriers to entry in markets within the UK, with the policy aim of increasing the nation’s stock of businesses. The DTI should also aim to encourage competition within the European Union (EU).

“Additionally, the DTI should endeavour to assist businesses to become more efficient where possible. It can do this by providing advice and information and by disseminating best business practice via the Business Link network and private sector bodies. Additionally, the DTI should invest in science and engineering research and development and help businesses to take advantage of developments in the science and engineering infrastructure. The DTI should also rationalise the system of business support.

“Finally, the DTI should aim to be a champion for enterprise in Whitehall and in the EU. It should try to lighten the regulatory burden on businesses and argue the case against the imposition of damaging and unnecessary legislation and taxation.

“The pursuit of these more realistic objectives would give the DTI a clearer focus and enable it to have a positive impact on the UK’s economy and society.” 
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Notes to Editors

The Institute of Directors is a non-political organisation with 55,000 members in the UK whose aims is to help directors fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.
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