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SIXTH REPORT

The Jcicnee aod Techaology Committes has agreed to the fullowing Report:

NATHINAL ENDOWNLENT FOR SCLENCE, TECHNGLOGY AND THE
ARTS: A FOLLOW-LT

I. INTRODUCTION

NESTA and Lthe Malional Lottery Act 1998

1. Im 1447, the White Paper The Peaple s Lartery se1 out the case foe an arganisacion
which would identify and toster inmovacion and creativity, in order to develup and
sommereialise arigimal artistic and technological ideas, The Wational Endowmnent for
Loience, Teohnolopy and the Arts (NESTAY was sel up ander e Mational Lotrery Act
L Llruder the peovisions of the Act. MESTA™s abjestive iy to “suppar snd promole
talent. innevation and erealivity in the e lds ol science. technoloey and the acts™'

« by helping tulented individuals ot groups in the ficlds of scivnee, wehnalogy and
the arts o realisc their potential:

« by helpiop to teen inventions or idcas in these ficlds imn prodocts and services
which can he effectively expluited and the rights to which can be effectively
prorccted; and

«  hy contrbuting 3 public knowledoe aod appreciation of science, i2chnology and
the atts.”

Fuoding and stalus

2, Funding for MESTA 1wtk the form il u one-afTendaswtnent ot £200 million, darived
from e peofits of the INational Lotiery. In 1998, 1this was expected Lo provide NTSTA
with an unnual ineormee of aceund £12 million.

3. NESTA was launched on 30 Junc 19%E ity programmues became active in Decemnber
1909, ILis vn executive non-departmental public body of the Depattment for Cultaee,
Wedia and Spon. NESTA s poverned by o biard of up ue thirleen rrostees, whick rmeeds
[ve rimes a vear. chaited by Lord Puttnam of Clucensgate, The staff are led by Jeremy
Meadnn, the Chief Execotive. NESTA S core work comprises thege distinct programmes:
[nvedtion and Innosvation; Felloweships: and bducation.

Qur inguiry

4. Our predecessor Seivnce and Technalogy Committee repormed on MESTA in [Y94,
shortly atter MES A annownsed its first schemes.” The Committes weleemed NCSTA and
urged 11wk ke a stratesic approach 1o its activities. Bencovraged NES'TA to take a high
risk approach and sugeestal that MESTA shaold be evaloaled over the long 12rm “on a
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hrayis 4f cmatpmat and value Bir momes rather than operational costeficiancy™? As NESTA
appraached its first quinguennial review, we deeided to follow up that Re rmﬂ and examine
WLESTA s propress.

5. Lord Putinam of Cucenseate, Chair of NESTA. MrJeremy Newdon, Chiel Exeontive
arnd Mr Mike Tormdinson, Diegctor of Scisnee Year and Education Conunittes mambsar.
appearcd before ws on 8 July 2HE2. We rece ived written memorands from NEST A and sl
the Gritish Anactc Sunvey and Braunams; the Ants and Humanitics Rescarch Board: the
Nepanment fr Coltore, hedia and Spurt; the Particle Pliysics and Asteooomy Reseacch
Council; the ¥oval Academy of Engincering and the Foval Society, We are prateiol weall
sz who provided cvidence to ws and cspecially to our spegialist adwviser Professor
hichuel FElves, fimmer Dicecwr ol the Ofce of Scientitic and Educaticnal AfTans. Glaxe
Welleome ple.

TR AT, mara



. PROVISION OF INFOR YA TION

Reparts

6. NESTA has produced theee Annual Repons and a thres vear Strateey Man for 2000
= 2003, Al are availahbe on MESTAYs website, W e looked 1 thess Tor infoomativn abuot
MEST A and its activitics. The Annual Report [998— 1933 iy hricf, as s reasonahle for such
@ yuuny orsdnasation, and containg infermation abowt ics plans tor farure work and targers
for s admimistration and aaard schemes. Jowerees, the Anoual Beport for T299-2000,
ard Feake e Plusge. the Annual Beport for 2080-2000 . maght be cxpecied 1o s ontam more
Tactual nformatien. Thoth have chaplecs dedicated tordescribing currant prajects and avwand
tecipicnts,  Moither have denilicd information st costs or programme ahjectives.
Jenemevy, for example, includes owe think” pieccs, “Patrenage  ereative space or creative
shacklos™ and = Are LK investars hruve envugh ™ which althoagh relevant i subyject o the
wark of MESTA ave of no value in describing or assessing what NESTA has achicved i
the pasit financial year. “Patnonaps™ for axample. tellz us

“Design and the cmotional and agsihetie osponses that 1 provobes, Wrgether with @
whiole set ol hard-lo-defing qualities kKnown as “symbelic values™ are whal give
praducts, and the eeonomivs that praduce them, their compelitive edpe™.”

The section cenimming the summary financial stacemant bewwe ver wams the ceader “This
summatiscd statcment dots nol contain sufficient mlormation w4 allsw as fall an
understanding ol the resulis and stare of affairs oFNEST A as would be provided by the full
Anmnal Aceounts’"* ILexplaing that the full Accounls van be proyided en wrilten regquest
Trom NESTMA.

7. Toke e Plenge 3 divided into three paces: *Talking the talk”™, “Walkiog the weabh™
and "Futting owe moncy where our month 57, "Talking the walk” s comprised mpely of
B Yennversalion” belwean Lord Tuttnam, Chair of NESTA and Jeremy MNawton, Chiel’
Frooive, with an outline of MESTAS Tuture plans. ~Walking the wulk™ comntsins short
descriptions of varions prajocts and "Futting our romey whene our moith (57, the shortost
seclien by far, comtaing vutline [mancial statensents and rargeds for the coming vear m the
form of a Huyingss Flan,

B, SESTA™ Annoal Reports une o break from the nomm. While o as refreshing Lo see o
crcative approach in these documents, the cost ol these publicanons and she need to convey
exserilial mfoeroation Lo the reader makae i rpartant thac they De cleae and cancize in seele.
An Annual Report which containg essays but lacks ol Dooncial simsments s of ne
assistancs o thosc attempringe 10 evalvate the wawk of & publivly funded grianisation,
Annual Beports should nod read like the prsdoctivo netes in g theslne programme,
Creativity shonld not be ar the expense of clarity. We recommend thar MEST'A in
fulure provide Awnwpal Reports which eonmin clear and (el information on
expenditure, including swands madey the fargets: and expenditure plans.

:'..'iuw:'_rﬁ. MEFATA s Annual Repoes LYW 1959, Tabrinege credlove smes ercrealive shickles
" Errewps, MESTA s Anraal Repes |HA 1999, Summan Tnanci. SLosmard
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Wehsile

%, NESTA s webaite hay informatiom abo g programmes snd hawe Lo apply fire grants.
Tt alsa has an archive of peess neleases and brieUbackaeeund intoemation. Thise interested
in BES A s waork are able to fincd informeation sbiuot its prvgrammes aod advice an makimng
an application. Information about how NES 1A makes its awards and the financing behind
them is harder to find. We wauld Tike w see WESTA makiong geearer w2 af s website in
order to cohance its aoeounmablity to the public in g wanspacent manoer. For esample, fol]
aceoenls should be made avaifabile online. (o accampany the Annual Reports. We wrpe
NESTA 1 make grearer use ol tis wehsite in conveying imperiant information 1o
thowie seekiog W evaluate s work,



1. WORK OF NESTA
Frogramunmes

Terveretion and Inmavaiion

1€, The Invention and Inoovalion progeamme 35 desipned to help inventers develop
idcas o commmersial procdug s and servives. Tuoding suppaocts a range of activities such
ay research and developnent, patenting and sacuring intellectual property right and peneral
busingss ¢nyty. Since funding began, in 1999 o the end of June 2002, NESTA had spent
£3.3 millien on 94 awards,” As part of the programme, WTESTA Lukes o slake in each
business. Ay retorns generaed ane invesied in ncw projedts,

11, NESTA s Annuwal Repogt 2000-2001 contains a variety o *success stories” (rom the
Invention qed Innavation pragramme. The memorandum we reccrved detaibed some ol the
projocts funded by MFSTA. These varied froms the peoduction ofa device to simplity key
hasle suepeey to the development of a method of making music from the structures of
proicin mithecules.”

2. 2000 applications have so far been recoved for the awards, The number of pwards
given cach yoar has steadile increased.

Tahle L: [nveniton and Jnnoyvation avwards distributed

Financial Year {April to Numher ol Awanids Amaunt speot (£ million)
Aarchi

[ OO 2400110 7 .5

200N=21E01 34 2.1

2001 K2 Al 1.7

| April 2002 — 20 June 13 {.E

2003

Suurce: MESTAY

Lord Pacinam told us that MESTA devidied @ 115 inception o devole sround 0% of iy
annuzl income ta ils hrvention and [nnevation programme.™ Mike Tomlinsan. Directar
of scicnce Yoar and & member af SESTA s educalion commiltee, explaned o have w
accepl that (o the podt at which an idea iz devedoped o its actwal produciion, the sclling
of that privduet ancd the makime of i, 35 nola shoert peried af time. [0ean be lenpthy aod
can be quick, but there i< a period of time, | chink it 4akes about two veurs betvaeen an adea
going thruph e wetual prodoction™.” WESTA has new mecaived i3 first rayally cheque
althaugh Jeremy Mewton told us thae it was worth “less than £ 100"
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13, Joremy Mewton wold us in detail sbool some of MNESTA s most successful prajects,
[t addicion ta che one progeet alvcady producing rmealties for MTSTA, e esiimated thoe Gve
or &1 weonld bein to show a relum within & vear, He said -

“Most of the sugeessful inventiom and innovativm progects, wdecestingly, ace o the
tramzporl area, They are etcher very stall-sealc inprovements to cngine design, like
the one that 15 already delivering income, or []'uz;r are vEry, very larpe-sceale ambiticus
progects like the amphibioss vehicle, whichis one oF our first projects. That has e
received its st million pound oedee for four large-scale vehicles thomn British
Watcrwaws, wha are ke 1 buy mare; and bitsubeshi are planraog G order many
more. Thene (£ a substantial amouane of income that we are hkely to derive from 1hat
project. Cardifi have just commitled over £25 million 1o e Ulra Creban Light
Transport Scheme 1hat Martin Eewson developed—agsin, vne af our :url} PrLyECLs
Chur equily particapation in thatl will mean that we will star 1o derive | Income, and
priobably quite 8 substantial capital gain Eroro thar avee e oext few vears™.

We are enconraged toosee that NESTA s lnveation and Innoviation programme has
produced its Tirst commercial suecess. We hope 1hat it will contioue e sec @ return
w0 ity ioveshienl as projects come to fraition and recommend NESTA scate clearly
in its annoal reports the Jevel of relurm il achicvies,

14, Owr predecessor Commitice’s Repord stated “MESTA will have 1o take risks with
its selection #f individuals e be ourergd and ideas to be explaited. [ MESTA is 1o
succecd everall, i must darc to rail om specilic prjects”. We asked abowt the Tnlurne mee
of prajects g0 ta . Jeremy Xewnon told us that four of the Invemion and Innovation projects
hadl s Jar been weitten off: [0 oo ofthose cazes. thoy are taseinating tailures, il vou like,
and war have lesmed mone from them than wee have Tearned Trom mest of pur soceesses”™,
We were worried that se fow awards were made in ehe firg years aF WESTA and asked
whether Ehose in charps a1 NERTA fel thar they had been too cautions or bad “daved to
fail". Lord Futtnam sald us -

i the past tweo pears we have absolutel s speal up en e sums ot money availahle o
= and we have taken some sipnificant chances; anad | am guitg sare that we wall Tab
an wur Faces aramée ar [ed oecasoons: bul 1 o think that we have enaugh af a track
rocord mony to be able bo deal with that. | was less conbident thar wias Lhe case By vears
apa”.\t

We encourage NESTA t0 continue (o fake chancys with its Inventinn and Inngvation
{15 S

Frifawships

L5 MWESTA awards bursaries ar Fellowshins @ach vear across the Tields of science.
teehnology and the srs. The value of these swands varies from £25. 00060 10 £75 000 and
they range fromm three to five vears in length.  Mast Follewships ate awarded eatly in the
individual™s carerer amd are made to those votide scademia. Jeremy Mewlen said that 3
small nunoriy .. find their way o institution-based academies, wniversity-hascd
avadermics”. " Funding is provided lor ditierent activities depending on the needs of the
Feltonw. soch @ Mmancial sssistanee inoatending courses, providing un income during
rescarch and developmant and rescarch casts, A now Fellewship, the “Drcantime™ awarnd.
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is ra be imiroduced in 2003, This will be g Fellmaship lasting up to a veae for individuals
establisted i their careers to take a break from theit work for personal development.

6. The number of Fellwships awsrdied has imoreased o a siomlar eate 0 the bivention
and Imovrvation avwards.

Tahle 2: Fellowships awarded

Yuear Awuards made Amounr spent
(£ miltinm)
1Hg 2000 f 1
2020001 |5 1.3
2RI 2002 15 24
| Apcil 2002 30 June 3 r2
i [

Source MESTAY

I'he Rovval Academy of Engimeeeing prased NESTA s fellowship sehemes, and mentionsd
the mentoring aspect of {he award: Most MESTA Fellnvships involve the appointment
el u mentor, whi can act a: a source of suppor and advice, a5 well a5 plaving 4 role in
assesanient and moniering. Thas seheme worksowell, with many mentors prowiding adwices
arvd assisance “bavand the call of duy ™

17, The Ars and Humanings Bescarch Towrd (AR} ex pressed coneemns about aspecs
ol MESTA s Fellowships.' In its business plans, KES |'A has given targets for the number
of Fellows it wishes tooapnoint each sear. The AR was nor sunz why NESTA wanted
o 3ol targcls  We asked MESTA if i had met 115 darpet of creating 20 Fellows in 24H1-
2002, Lotd Futtnarm told us that they had appainted 28, althougeh figures provided atier the
cvidence session state that 31 had o lact heen appotnied.™ We oo guestion the wizdom
of tarpcts For Fellowshops, piven that the length anod smouant swarded vanes acerrding to
the recipient. There is » risk that targets maght lead (o the appointment of ZNEXTA
Fellows for the sake of ir.

18, NESTA™ [l Fellowships are <0l angoinp, The ATRE told os Ywe ace not clear
a5 ta the monitoring and evaluation strategics and mechanismes that have been put nplece
e enable WEST A to ceach a eiaorous assassment of wheth2r the cchame has met the aims
and ohjectives st when it was eslablished ' ' We share these concemns bul appreciale thal
it will ot b posgible 1o cammy cut a fulf appraizal of the scheme sntl the conglusion of the
fest set af Fellimweships, Wearge NEST A e identify the abyectives of the Fellowships,
and 1he basis of its monitoring and assessmentof them. and to carry cut o appraisal
of ils Felluwsihip programme enee the fiest awards are cormpleied.
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19, WESTA s wducation programme wims Ue work throogh collaborative projects o
Turlher public undecsiaming of seience, technalory and the ans. Each vear a *pricrity” area
15 selecied angd projoct proposals wee then invited, whach ace put to the EBEducaton
Committee. Successtal bidding organisations then work in pactmership wath NEXTA . [n
the last throe years, these areas have includesd stimuolacing intetest in design and tectinol eay
and the re-engagement in learning of low-performing groups, BMESTA wold ws we seek oul
initistives which oprove the public’s undersianding of creativity and we pilat new
methads of creative leaming aoul suppuort ways of Fostering individual talenss™ ™ The value
of the award vaoics from project to praject. Frem 19949 s 30 June 2002, NESTA spent
£4.6 million on &9 education projects.”  Examples inchude ~Technogames™,  robot-
buildimg exercise corcied twl with the BBC and othars which i3 now in its second year. and
Chilinc Jemuma, & 'evher heroine” shdyving science who sdall take parl incinierae live omline
dratnas eaturing iepical science related issues. invented by XPT Lid.

20, The toval Academy of Engineering told ws ™ [we] winld encoarage NESTA Lo steer
away (oM suppurling educativnal projects. for which other sources of funds exist™ ™ We
put thiz sugezstion vo NESTA, Lord Puttnam rejected a, ielling us ™1 wonld sawe that ol all
the relationships we have created in e [ast two vears. the moest dramatically sweecsstol and
procluctive has been that with the Quah fGeations and Curricolum Apaney ovet the re-dagicn
or support for the design techmotopy cumeulum™. " We recerved a memuorandom Trom the
British Amdarctic Survey and Bravnarts wha have been imvolved in FEdugation projects for
teves yeurs, Thesy weld us *Working with BESTA s educarion team has been a very positive
cxpericnee for our production tepm.  Dorng the tear vewrs sinee we liest approsached
WESTA for funding o we have received an unprocedented level of suppoit and
enceuragement as well as practical guidance” ®  NESTA's Rducaticn programme
appears (o have found 3 nicke tnan overcrowded market nod we are pleased to kear
of its swecesses. Wi recommend that NEATA fabe steps 1o ensore that it s mo

fundiog projects which could be berter funded by athers,

Applications for funding

21, Jecemy BNewton explained the process used by MESTA in allocating awards aerass
My progeammes. Throe committess, ecach comprisimg thres to foor rostees fmembers of
MESTA's govarning boarddy and the samc nuwmbcr of non-trustezs, decide which
applications will be sucoessfol. T imventions aod e 200 S0 igss meels monthly
and the others every other month. kir Mewton fold vy -

“They receive quite a substenial amiromt al bach proond infommutien abaut all of the
substantial propasals we have had in the previous couple of months, and thoy are
discussed and decided on in Jetail at that staege. They hawve @ reasonable deperee of
delepated avthurity to teke smaller scale Tinancial decisions. [0 Janger scule cases they
are remittesd tothe next full trustee mecting for Anal eatification. Most of the detailcd
discussions and aszessments and decision=thaking is Jone a¢ commities level™ "

_:"h
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Apphcetions for the Invention and Jnnovation and Education proerarmmes are open (o all,
The Departeneml Bor Media, Cullore and Sport lold us thal WESTA was “seen a3 a model
lor electronic handling of applications ™™

22. Vhe AHBE B perecived that “the majoray of awards b date have been made m vanous
arcas of the arts™ " We wiuld be concerned it this were indeed the case, Lord Pacinam
tofd ws that NESTA oid non soparate whiat was spenl en the arts, wehnology and science,
“ux we balieve fhat could lcad us into making a series of wrong decisions, soowe try very,
wiery hard not Ly make decisions on thar basis. cettamnly quartcr-to-quanct”. "™ W asked
if MESTA montored 18 work acness the catepries. Locd Pottnaen ceplied ™ roonitar
wery clisely, bul not in 2 cateanry sense™ " NESTA covers science, rechnology and the
arts, We recomimend thar NESTA give cluse attention to the distribotioo of ils
swards between Lhose sectors as well as the quantiny,

Mominations for Fellowships

23, NENTA Fellows are selected by o netwaork of nominaters, experls who e wsked Lo
whenci{v talented people in their arcast there arc arownd 154 nominators at any one time.
[Zach nomanawr muy anly make two nominations. Qnee nominated. the candidates are
subject o consideration by a fellowship committes and wn independent assessor.
Applications are it openly sought and only these nominated by the nominators will po
forward tor comsideratien by the fellowship commies. Our peedece ssor Conmites”s
Repott concludod 1hat

“SESTA will have o be constany alive o the sk of pacialicy in the selaction of
Fellows and praojects. 1t must alse be propaned for close seratiny of 1ts selection
procedure aml he able w0 deronstrate that ic iz operating in a @ir and open

manmecr

W beard no criticicm abowr thizs meothod of selecting Fellows in the memoranda we
roceived.  The Departiment for Coliore, bedia and Spocr old o oo e whale, the
selection processas ars open and fair™ "™ Professor lan Halliday, the Chief Excoutive of the
Pariiche Physics und Axtcenomye Besearch Council {PFPARC), whin had acted as a MESTA
noeinater, poinied oul that |n1.11|r|E applications lor such Feflowships might well have
cesulted in omany ousands of applications. Ele fell MESTA had aced wisely when it
“rhaze ingtead wr week Fellowsbap nomimaton s though oopanisations such as PPARC who
already had highly competitive selection schemes in place for funding individuals™™ Lord
Futtnam ud us that WESTA b taben 0 system Eroom the MacAethae rn;:lumia[m:n m the
Linited States becausc it would have been very casy in veaes one amd e to he flooded by
an avalanche of inguities. and then voeu are just dealing with the sonscguent situation in
whish rmany penple are werribly disappointed™. "

24, Wi askcd how MRESTA picked its nominators and Lord Puttnam 1old us the
nrbamwtlun hal Toaked for people whowere “ull ofenecoy and seff-slarters”. " NESTA
ald us mowriting that "nominators sre reented fietheir lesvee] f!lfl."(]1l’.'i'1lh1.‘ and achievemcnt
within a cpecific feld. and tfor their knowl2zdee of cutting cdec pracrice ... Nominators
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coite to our aticntion through networking. segeestions Culoited aod unseliciled), desk
hased research, wur owa cehtacts svithin (he sector and through media attention™"
Qrganisationy such sy PFARC have ulso been invited o beconne apminitars and 50 are
nuwe repisiered. [laving received almost no neminabon from the Fast Midlands aod
appiointing nt Cellows froon that cepion. NESTA has established a network of “talont
scouis’ there to be morne pro-active in finding, nomuetioons. Acreas the coaoley il s alao
mviting organlsations to nominate individuals. We note with approwval thar the new
LDrcamtime Fellewships will be vpen 10 applications Eram all.

25, Weremaln 1 be convincad that the nomination system dogs mot reby o heavily on
wher kmorws whom, Wamunators ace 1ar recraited throueh an opan appointtoent syster.
Wi onderstand that NESTAs nominntion system is designed to avoid g flood of
applications which cnuld pverload il sdmiosirative capabilities, We have not heard
any evidence of problemis with applications fo NFATA's Fellvwship programme but
we gare neverlheless eoneetned thar i lays the orpanisation open 1o accusations of
nerworking or Bavooritism.  Thase who are nol working i arcas which have o
nominater appointed within it, or do not move in the sume eireles, muy not be given
aocess 1o a Fellowship, We recommend a rerhink of this svstem to ensure it does not
discriminate against any spitable candidales,

Uiher work

2. Ohver the past four vears, NESTA bas also moved inte other areas. [Chas taken th
lead in the Government's Soieace Fyar prigect; develiped the NEATA Futurelab, which
1% a project to discover new ways of using now toehnologics in education, and extendaed Wy
awarils provrammmes. Pacoerships have been established with other bodics for a serics of
projects. For example, the Science Muoseum sl the Roval Colleee of Acr have produced
a *Praduct of the Fuiure” exhibition which showcased vounp designens® wark, Channel 4
and Blackwitch Television have receveed backing for a digial animation project. MESH,;
and MEX LA and the BRC, in parnnership, distrhote the Tomorres™s Woorld Awards {or
rvenliang and innavalions.

Soiemee Fear

A7, MESTA way gwarded the contract o manage: Science Yeor by the Dl:purtrntn'_l f1rr
Cducation and Skills §[HES). Funding for Sciense Y ear was initially £2.35 millien,® 0
was b run from 7 Seplember 2000 40 31 Aaggust 2002 qo0d veas amed at [0t |9 yaar olds,
I July 2002, MES announged that i miended o extend Science Year 1o July 26 and
rename tha prajact Manat Science. Weasked MWES A whether Sciense Y oar had cost it any
maney, 0 lerms of catra staff or programme cuests, Tereamy Mewon told ws

i i5 all paed for from the DHES. We have allocated some of our programme maney
toowearils progects thal relsie 1 Science Year, s some ol WESTA educalion
programme money has bezn allocated to the Science Year projoct. but the oial
uperating hill has been picked up by Dms-™

We were Wld that NESTA would rerain management of the prajest for as long as i1 runs,
o] Prutenamm td oy that MESTA warold sigoea newss contrael gnd ©3ee it theoogh™™

S
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2% Mike Tomlinzon, Dircetor ol Scicnee Y car, told ws ™ am womied At the moment how
one 1% going W say W schools in Sepleinber that we are nol fiished and swe are slacting
aeain wiih a second year .. Weare Faced with 4 :h:—]ll::ngr:".“” The prodile of Science ¥ear
has nod been as high as its ereanizers had hoped, MES TA told us that there had not vet
hewen any [ormal evaluation of the success or otherwise of the project but thar “guantiative
measures, tor cxample the numbcees of scheols, 1wachers and pupils involved in diffyrent
activilies” appeared 1o show a good levet of involvement.”  We arc concerned thar the
public awareness of Soicnce Year'Planet Science, a progect ur which well over £4 million
has alresdy been conunitied, may be low, even amontg those in the targor age inpe. We
recommend & thorongh amalysis of Planct Scicnce be carricd ool as soon as
practicable, and an assessment of s impact in the media and in schools made to
infurm future projects of Lthis natore.




1¥. FUMNDING:

Eapendilure
Crencral

29, WESTA s expenditure and irs funding commitooctis For 200H-2002 arc cotdained
its Business Plan, which s found in its Annoal Repoert foc 2000-20012" More deail is
provided in the full publishcd aceounes. ™ MESTA s Boginess Plan alsr coning targers for
the numher of awards it intecds oo distribute ovcr 1he coming vear, The Business 1Yan for
2O -2002 was the mest recent avasahle we s, 10 shows o elal comminment of £12.8
million. broken down over the three maim progrsmmes and nom-prvgramme related costs.
Floweewver, (he figoees swe recaived from NESTA aftier our cvidenoe scesion swore
sipnificantly different.

Table 32 Costs Foor vear 2000 -2002

Fellowshipz | Lnvention Educarion MNon-
(£ millivo) and (E millicn ) P PeP LN
Imnuxalinn costs
(£ millicen) (£ million)
Busieess Plan 14 3.0 34 1.4
b ermarandum 24 1.7 LG

In ity initial memorandem, MEST A pave ws fipures for total expenditure o April 2002
'hese showed a onal commitment sioce |99 of £4.45 million u Telloaships, £5 millim
te [ovenrion and lnnovation and X4 .49 million ¢ Education  Lerd Furnam told s that
SESTA spent 0% al iy programme expenditure oo T eow stips. 3005 o Bducarion anl
A% an Invention and [onoeation. 1his does not appese (0 ke refleeted in the Apares we
were given alier the evidence sassion. We suspect (hat this contiasion siems trom the
difforonoesy betwern “cxponcdiore™ and “commement”. NESTA S Tull finuncial sceoonds
T 2000.20001 include breakdowns for “soft commitments™, “hard commitmenis™ and
~provision For haod comrodtments™ ™ The fipgures NESTA gave us appear to ba those for
hard commitmenty. We recommend that NESTA be elearer in its terminoloyy when

presentlng financial information,

b In oral evidenee with NFEST A i July waee tricd to get a cleseer pictare of what had
been spent when, W found contission on the subject, For cxample, we asked abeut the
£8 million thal had heen cormmitted mthe Bosiness Plan e Invertoon and [oneevalion and
Faliowships tn 200 1-2002, leremy Mewton teld us ~and Bduzanon, The fgune detinitely
wirh spread across all three [procraommes]™. " We ashed alout the £5 million which had
beon comnmitied to &1 Invention and Inniwealaon projects since 1999, seoonding o EETA S
memarandum.”  Jeremy Neowton replicd “1'hat splics across bath the Invention and
Innovation and the Bducation prousanme™ ™ Both these ceplies were at odds with the
information wie had oblgined from WESTAS Boviness Plan aml memarandum. ol

: : T Yok the Floagge, WESTA™ dnormal Kepor 200 2000

" Vil Fechanpapne e Sy ettt abe e e feesier 050 A0 FIC FE L phlisked Uherakbeer 2000
(]
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Purtnaen then tald us that moughle L8 mallion has been spent on eantion and Innavalion
acnd £6 millioh each on Education and Fellowships™ * We were told thess were the up-lu-
clate: Mgores, which Included activity to the end of Jung 2002, 1t seems unlikely that the
torals had insreased so nouch i three months, We assooee that WESTAT s ascountants kinow
harwe Triuch itlias speat and wheee, butin is wormring that the ChicE Executave and Chairman
can demamsteate such vaguemess, nitover thousands afpounds. busover millions. We node
that WESTA ™3 business plan tor 200k2-073 s 5ol not available on it website, even though
wir are 5% months inu the fenencial vesr. YWe are disferbed at NESTAs lack of clarity
sprrounding i programme expenditure. We cxpect the next Anmoal Heport to
provide relinble fiywres, making it clear what bas acrually been 3pent and what is an
estimiate,

Aumimisirafion and sfoff

31, MESTA s ininfal memorendom did not include a fipoce 107 i0s 240 meisiearive Cose.
Tihe Business Man cottumitted £1.4 mitlion to non-programme relsted costs in 2001-2002.
NEST A wld ws that expenditare vn odrodmsiacion in 2000-20601 was £1.27 million. which
Feprezents 9.8% ot income for the vear,® The AHRER udld us that s renning et wers
subject e cap of 3% of wial expenditure ™ The Rescarch Coungils are required to spend
l¢ss than 4% af ther wtal expendituce an administratoon,. The beeakdowon of BWLRETA S
expenditare on aperating costs revealed that in 2000-2041 e spemt substanial sums on
apency stall and 1T cosls. respectively £149.000 aind £185.000, RESTA cxplained wo us
in writing that 1his was in a peniod af development for NECSTAD NESTA also has a tarpe
in iz Business [lan for staff numbers which s s¢1 a1 330 The 2001-2002 Business Plan
meloded st e 48 staff. We ashed NESTA to explain. Joromy Xewtan told us that the
cxtra sial were partially made up by the Science Year tean.” As we were told thar these
staftwere tunded by DIES, wie do oo sce why they arg accounted for n NEST A s Business
Plan. We were tald other staff were working en eff:ling arms' length prajects™™ We
askod whether or not staff levels wouhl retum w35, Lord Puttnam replied *1 do not think
there is a hope in hell that we will keep da the 3572 1 this target is vnrcalistic. it necds o
b readdressed and new targets made. We unilerstand that NESTA may have faced high
aperating cosls during ils developanent. Neverrheless we hope to see administration
decreasing a5 a percentage f NEAT A incomye in the Tuture, We alse orge NESTA
to make o realistic estimate of it tnIMing needs in order to minimise the amoung spent
an agency staff and permil aocumate financial planning.

Frelowmenl

32 MESTA was sl up withoan endorwment rom foatimal Lintersy funds of E200miilm.
The Mational Eottery Act raguines MES 1A to maineain, atlcast, the inial sash valuz of1his
enduwment and Lo invest 1 via the Matiomal Theht Coernrrassioners. ™ The cone endowtient
coty anly b2 invested in overy safe finds, as [pid out in the Trustes [nvestmont Ao 1967
Incume geeeerated Irom the corg endoiwment can then be imvested in & far wideor ranee of
imvgstments hy an independent linsocial mangger. In 1998, i1 was envisaged that the
endowment would provide an anmaal income of arcund £12 millien. In 2002, MESTA <
annual inciime wak close o £8 onillioon per anoues. Lood Potinam 2xplained ehat this was
due 1o "the lamentable ropulations that moguire us o invest in the worsl-vieldiog

]
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ZOVETTTEN stk That has hurt ok paricalarly in the present ecenomic ehmate. Frankly,
itour aliginal repwlations had been more flexible. we could b !muiul the same money
equally safely in semething that gave us a significantly betrer return™ Treasury Bills.
where most of the endowment 15 vesied, ane inked wrinlerest cales, $a relorns 0 2002 are
Torw,

33, MESTA teld us “the original coneeption (befure il ever uppeared n tke slatue ook
was tf WESTA as a halfa billien pound endowment™*  Under the Mational Latiery Act
9498, the Secretary of Swte Tur Culoure, Media and Spoet has the power to inceease
MESTAs cndwment, NESTA hax spplied 1o the Department for Culture, Media ved
Sporl for a graduared increase of its cndowment to 2300 million. W would like o expand
its work in its different programmes, Tor example @ ceeatg junior @llowsheps. poovide
second stage funding for projects in Invention and Innnvation and expand the lending
currenty provvided under that schere. Locd Pumoaen tald us

“1 arn making a very, very powerfil case to DCMS%: | think they will be making a
show king mistake not Lo merease aur foodoog. I0dazs oo maan thar thes will not make
a mistake, bogause there are many, many mislakes made o government, but [hink
theey weould Be rmaking a remandons mistake. and it is, | am afrand. whether vow like
rl rr 1111;;: a remarksbly small s of rmoense oo be tackling the briet we have bean
given™,

4. The Depariment bur Cullore, bMedaa and Sport’s memoerdndam states thiad it supponts
“in principle, some clements™ of WESTA S hid for an imcrease inoivs endowmaent by £3400
mitlivm and “is cansidecing carefully the funding options™" We formed 1he opinden from
the evidenee yiven by Jeremy Mewlon tat DCMS might be baerested w expanding sorme
of MES 1A s schemes, such as the Fellnwships and the Inventinn and Innovation awerds,
but bad rusd given a blankel ae-ahead tor the increase in tunding. Lord Putinam csiimatod
that THIMS would mogt NFSTA “halfoway” in the Gt instence"' We belicve it is
prematare [or NESTA (0 request a significont incrense in it endownent. First it
must better demon strate its cosl—eMeetiveness amd be clear aboui how I would wse iz
extra Tunds. It isa birvich for an organisation getting £8 million 2 year to distribote
in grants, and bursaries. to go asking [or more, when it iz unoable 7o maintain a clenr
grasp nf hiow moch it is spending aod an what
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5. The Ruval Acadeny of Lopineering told us -

“nf over 130 Follows of this Academy wha responced e oor call lor ciomments, 110
professel no knowledge or awareness of NESTA whatsozver,  Given that the
Academy’s Fellows ocoupy senior pusitions i acedemia and o major engiagering

a1l

compaties. it i3 disappointing that 5o fow are sware af the oppettunities”.

The AHEEB commented *in the higher sdocaiion sector an least, we balieve that thera is as
vel very litthe understanding of what NESTA™s distingtive role 15, and of how, il at all, s
activities are imended w complement those of other bedies™™  We note that mest of
MESTA S Fellowships are distributed ontside academea. We were inlerested o know
whether sthscaraty concermed NESTA. Lord Puitnam cxplainod “we weore vory comscious
of the resources we had wnd the fuct thal we could weey @asily be criricicad toe spending
sipniticant sums oh peomoeting ourselves as opposed to making sure the bulk ol the money
witl inte the hands of vur awardees, Thers is now 3 realization thal we have to make more
neise™ ™ Wethink that NESTA lack af profele in the academic community could lead to
o failuce 1o attrac talented Fellows, awardees and nominators. A publicary campuaign
conilucted jaintly with bodies such as the Royal Academy of Engingering would not
necessacily be very costly. We wrge NENTA 0 make effarts o raise its profile by
ensuring that it has mal e itself better known to all relevant organisaticns and higher
educntion instifuticns,
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V1, CONCLUSTON

36, We welcome the work that NESTA hus done 5o fae. [0 has et up three distinet
prowracmnes whicl ave now [ully In operation. Awardees have Aled 51 new pateats and
repistered 25 new companies. The Invention and Innovation peeeramme has produced s
first retuen.  Although "risk-taking™ 15 not casy 10 measure, the projects underlaken by
NEST A are varied and we wwall the autenime of some with interest, bat we remain to be
conyinged that MES I'A is making the mast af s less than expected income. We are nor
impressed by MESTA s lackadaisical actitude to figures. We have same comcerns shoul Lhe
lack of apen compeetition 10 the system foe domitating Fellows. We call for WESTA to put
mone substance than spin into its repors @ the puhlico We hope wosee evidence of
improvement in these areas over the next vear and expect tha the quinguennial cevaew will
provide assistanes inhelping MEST A imprave s elficiency. BWESTA neads ro detionstrate
greater conlral over its income as 8 whale before it can ¢laim to merst a subsiantial inerease
in s endowment; we hope that this will be achieved as KES 1A moves out of its indtial
pericdd of development. BWESTA may well b able 1 clairm there is 4 oeed te expand its
progcannes once it has rised its profile and scon conerete onteomes frm s Nirst projecty.



LIST OF RECOMMENDATIONS AND CONCLUSHMNS

Frevesion of Inforsnion

L. Anmual Weports should not read like the production mdes inoa theatre
programme. Crealivily should aot be at the expense of clarity. We recommend
that MESTA in futurc provide Aonwal Reports which contain clear and fuli
informaticn on expenditure. including awands made; the targets; aml expendito re
plans [paragraph &)

2. We urge NESTA io make greater use of its wehsite in convering impuortant
information to thuse seeking e evaluale s work (paragraph 4).

Joaverlecon cormed FHR Al

J. We are encournged to see that NFSTAS Inveolion and Innovilion prog ot
has produced ils first coonmerctal soceess. Ve hope thnt it will continue to seg a
return on itsinvestmentas projects eome to feoition aod recommend NEST A stace
clearly in ils annuwzl reports the level of return it achieves {paragraph 13).

4. We encourape NESTA o continue 0 take chances wilth it {nvenlivn and
Innowvativn projects {paragraph 14).

Feffoexhing

5. There is a risk that targets mighit lead to the appointment of NESTA Fellows for
the sake of it (paragraph 17).

0. We nrge NESTA toidentify the obijectives of the Fellowships, and the basis of its
monitoring and assessment of them, and fo carry oot an appraisal eof s
Fellowship programme ance the Oirst awards ore completed (paragraph 18}

Eafrivaiin)

7, NESTA sEducation programme appears to haye feand o 0che i an overerowdied
tharket and we are pleased o hear of its successes. Wea racommend that NFSTA
take steps to enswre thal il i net funding projects which could be better funded
by athers {paragraph M)

& NESTA coverisciences, lechoolo@y and the arts, YWe recommend thar NEST A give
close atention o the distribution of its gwards between Those seetors as well as the
guantity (paragraph 210,

Mieiaticn af Fellies

¥, W nnderstand that NEST A nomination system is designed (o avoid a Nood of
applications which could overload its administrative capabilities. We have nol
heard aoy evidence of problems wirh applications to MESTA's Fellowship
programme bnt we are nevertheless concerned thad it bas the organisalion open
to aecusations of nermorking oF Favouritism, Those whe are notworking in arcas
which have 3 nominator appomited withn it, or do not move in the same circles,
may not be given aecess bo g Fellowship. We recommend a rethink of this syitem
Lo ensure if docs net discriminate against any suitable enndidates (paragraph 25).
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Nedoreny Voor

10,

We reeommend 2 tharough analysis of Plaoet Science [Seience Year| be carrivd
cut ag soon as practicable, 2nd an asscssment of its impact in the media and in
schuols made to inform future projects of this nature (paragraph 28).

Expremditure

11.

12,

13

We recommenid that NESTA be elearver in its terminology when presenting
Mnancial infarmation (paragraph X9}

We are disturhed at NESTAS lack of clarity surrcundiog its programme
expenditure. We expect the nect Annual Repart to provide reliable (geres,
makiog il elear what has actually been spent and what 15 an estimzte {paragraph
My

We woderstand thart NESTA may have faced high operating costs during il
development. Wevertheless we hope tn soe administration decrenasing As a
pereentage of NESTAS income in the future. We alsn urge NESTA 0 make 2
realistic estimate of il stalling oecds in order fo minimise the amount spent o0
agency staff and permit accurate financial planning (pamagraph 313

Someforn et

14.

We believe if is premature for NEATA b reguest 2 sigoilicant Jnercase n ks
codiwmenl. First it must betfer demonstrate its cost—effectiveness and be clear
about how it would use its exira fumds. 10 s a bil cich for an oreanisatien geming
£8 million 2 vear to distribute in grants and bursaries, to goasking for more, when
it is unahle o maintain 4 clear grasp of how much it 15 spending and on what
(paragraph 34},

Profife

15,

We orge NESTA to make efforis to raise its profile by ensuring that it has made
itself berter knw n 1o all relevant wgynisulions ond higher education insreretions
{paragraph 35},



