REVIEW OF ECONOMIC POLICY: WRITTEN EVIDENCE SUBMITTED BY THE BOARD OF INVEST NI 
1. Invest NI’s mission has evolved since 2002 with an increasing focus on wealth creation.  How far have Invest NI’s policies / programmes changed to reflect this new priority?  In particular how has the job creation focus associated with SFA projects (including job promotions and cost per job estimates) changed to reflect a wealth creation objective?
Board response:
Invest NI’s strategic evolution can be tracked through its three Corporate Plans covering 2002-05; 2005-08; and 2008-11.  During the period 2002 to 2005 and particularly since the second Corporate Plan when merger issues were left behind, ‘wealth creation’ became the overarching focus.  While job creation nevertheless remains a fundamental component of wealth creation, greater emphasis has increasingly been put on the quality of jobs, as measured by salary.

The evolution of policy to reflect the focus on capability and job quality is evident in the Corporate Plans, policy documents and literature for clients such as ‘Principles for Business Support’, ‘Business Development Solutions’, ‘Assistance for Your Business’ and in internal plans and strategies such as the International Sales and Marketing Plan (for FDI).  
Between 2004/05 and 2006/07 in the region of 50 evaluations of Invest NI's interventions and strategies were undertaken and the evidence based findings arising from this work helped to inform the approach taken in the 2008-2011 Corporate Plan and the evolution of policies and programmes towards better focused, higher value products and improved value for money.
The targets set by Invest NI for the current Corporate Plan period align closely with the Programme for Government.  For SFA projects job targets are set for ‘average salary bands’ (in relation to the Private Sector Median) as well as targets for aggregate salaries promoted (rather than just the number of jobs promoted).  With regard to European control limits Invest NI now uses contribution levels to wages and salaries investment instead of capital investment for the majority of new FDI services projects.  This metric allows greater incentives to be provided for higher quality job projects, with assistance (i.e., cost per job) for lower quality job projects limited to the value of the job.  Assistance, however, can still be offered to capital investment where appropriate. 

Overall, Invest NI has stated that it will focus its resources where it believes it will get the greatest economic return.  For existing businesses this focus has been on those which are most capable of generating wealth in the local economy through sales outside Northern Ireland.  For inward investment this approach has attracted a cadre of high value inward investments which have brought with them high salaries, new skills and technology and potential supply chain opportunities.  Our activities in entrepreneurship have also been focused on higher value export and global start-up businesses which have significant growth potential.  In addition, Invest NI continues to promote Innovation and R&D which are key drivers of productivity growth in the UK.

The focus on R&D and innovation to secure enhanced levels of productivity growth has intensified since the inception of Invest NI.  In 2002 Invest NI’s annual expenditure on R&D and Innovation stood at £30m and now in 09/10 Invest NI is on course to double this budget and deliver £60m in support of R&D and innovation.  
Invest NI is well placed to exploit the key growth sectors that will drive an upturn in the economy.  By continuing to support Northern Ireland’s strong research base and with continued investment in high technology sectors, especially those that can exploit the environmental technology markets and with increased efforts to encourage greater linkages between small businesses and the Higher Education Institutions sector Invest NI is on course to maintain this level of investment.  This increase in budget is reflected in an increase in the number of support programmes for R&D and Innovation and in the increase in the number of projects coming forward for support.

New programmes introduced as a result of thorough evaluations include:-

· New Grant for R&D 

Designed to provide streamlined, transparent and accessible support for R&D and technological innovation, relevant to all stages of company development.  This scheme replaces the previous support mechanisms of Compete, START and PPD.
· Competence Centres 
A programme to support collaborative strategic research between industry and researchers that will deliver industrial solutions to market requirements.
· New Proof of Concept Fund 
A programme to support the pre-commercialisation of new, leading-edge technologies developed in NI’s universities and research organisations. Only projects with proven market potential are funded. 
· New Innovation Vouchers Programme
A programme designed to help small business access expertise from participating Knowledge Providers (Universities, Further Education colleges or publicly funded research bodies) in Northern Ireland and the Republic of Ireland.

· Environment and Renewable Energy Fund (EREF). 

A fund to enhance and accelerate renewable energy development and deployment in Northern Ireland. 
As noted earlier the targets set by Invest NI for the current Corporate Plan period flow directly into the PfG to ensure that for SFA projects the majority of new FDI is now measured by the increase in wages and salaries.  While contribution to capital investment, which was a constraint for service based projects, can still be used where appropriate, this revised focus means that greater incentives can be provided for higher quality job projects, with assistance (i.e., cost per job) for lower quality job projects limited to the value of the job.

To maximise its focus on businesses with the greatest potential to generate wealth, Invest NI established clear criteria to define its clients, i.e. businesses with total sales of over £100,000 per year; and sales outside Northern Ireland greater than 25 per cent of turnover or greater than £250,000 a year.  In addition, companies in the tradable services sector, i.e., those that can sell their services internationally, must also have the potential to sustain salaries above the Northern Ireland private sector median or show that they can achieve a minimum gross margin of 20 per cent.
Such clients have potential for significant growth (through external markets), and typically demonstrate higher levels of productivity.  The outcome to date of this approach is reflected in recent statistics presented in the Invest NI Performance Report for 2002/03 – 2007/08 as follows:
· Labour productivity in terms of GVA per head in Invest NI client companies was £43,824 in 2006, 36% higher than for Northern Ireland as a whole.
· Employment costs per head were £23,056 in 2006, 34% higher than for the Northern Ireland private sector. 
· Within manufacturing, average labour productivity (GVA/head) for clients was £48,556 - almost 7% greater than for all NI manufacturing businesses.

· The productivity (GVA per head) of our non-manufacturing clients is over 18% more than that of the NI non-manufacturing sector as a whole - due to a greater representation of businesses engaged in higher-value tradable service activities. 
· In a group of just over one thousand clients that have been classed as ‘significantly assisted’
 during the 5-year period from 2002/03 – 2006/07 sales per employee increased by 18.4%.  Although this does not measure value added, it is an indicator of increasing levels of productivity within the portfolio.

· A more detailed analysis by industry group shows a small decline in sales per employee in the service sector, mostly attributable to a small number of contact centres
.  However, sales per employee showed strong growth across manufacturing, most notably within clothing & textiles, non-electrical machinery and electronic products.

A more detailed analysis of the key outcomes against various metrics is attached at APPENDIX A for your information.
However, it is important to acknowledge that the current economic downturn is increasing the need for Invest NI to place a greater emphasis on working with client companies to maintain existing employment.  In addition the product and service portfolio has been reviewed to ensure its relevance in the current economic conditions.
2. Views on Invest NI structures:
(i) Is Invest NI’s NDPB status keeping it too close to Government and minimising its ability to take risk?  Can you give specific examples of cases where Invest NI could have reasonably been less cautious?  

(ii) The interaction between DETI and Invest NI in terms of shaping strategic economic development policy / programmes.  To what extent does the Board feel that new programmes have been agreed with, stimulated by, or constrained by DETI?
Board response:
(i)

Invest NI was set up following recommendations in both the McKie Report and in Strategy 2010 that a single economic development body should be established.  Both exercises involved detailed work and consultation with the business and wider community.  Reg Empey, the then Minister, also undertook a focused consultation with the business and enterprise community before acceding to demands from the business community that a single development agency should be established to reduce the perceived duplication and confusion caused in the marketplace by the predecessor bodies.

As a publicly funded Non Departmental Public Body engaged in the service delivery of programmes, schemes and activities to stimulate and support economic development in line with the policy objectives of the Department of Enterprise, Trade and Investment, Invest NI is subject to audit by the Northern Ireland Audit Office.  As such, it is required to demonstrate sound judgment in its approach to risk taking, including identifying appropriate projects deserving of support and the level of support to be offered.  
Invest NI has a clear understanding of these responsibilities and seeks to maximise its use of public monies to promote wealth creation while minimising the risk to the public purse, although the Board would argue that expecting assisted projects to enjoy a 100% success rate is unrealistic in an economic development context.  However, the NI Audit Office and Public Accounts Committee has traditionally addressed the issue of risk from a perspective which focuses solely on outcomes in individual projects.  In particular, this results in an unsuccessful project being referred to and investigated by the PAC, which in turn can lead to a risk averse attitude being adopted by DETI and other Departments.  The Board has strong reservations as to the appropriateness of this non-holistic approach, which results in excessive focus on risk and results in the unnecessarily bureaucratic procedures being adopted.  

The Board would see advantage in an approach being taken which is better aligned with the realities of Invest NI’s role which is to deliver against economic development objectives by supporting investment proposals from businesses which, by their nature, cannot offer an absolute guarantee of success on every occasion.  This might be achieved through an evaluation of overall performance being based on a rounded ‘portfolio’ of cases, to determine whether risk was adequately evaluated prior to offers of support being made for the projects, rather than individually failing cases being automatically referred to the PAC.  Inappropriate or inadequate evaluation of risk should be a rationale for referral, rather than project outcomes.  The level of risk that government is prepared to take on should also be formally established and communicated to relevant Departments and their Agencies.  The current risk appetite within the public sector impacts on the culture of NDPBs such as Invest NI.
With regard to whether Invest NI’s NDPB status keeps it too close to Government, it is important to note that as IDB was an executive arm of DETI, it enjoyed direct access to Ministers and DFP.  IDB staff had wider rights of transfer within the NI Civil Service, creating much greater flexibility for the organisation in retaining the necessary experience and skillsets required for the work generated by this key stakeholder interface.  This was achieved without constraints being imposed on IDB engaging private sector personnel where this was required for specialist, client-facing posts.  
However, as an NDPB, Invest NI has gained an extra layer of bureaucracy between ourselves and the Department which is arguably an impediment in casework processing etc and Ministerial briefings.  In addition, Invest NI is required to pay tax, which introduces a number of mandatory financial and accounting requirements which add no value to the pursuit of Invest NI’s core activities.  It is also difficult to see any practical difference between Invest NI’s Executive Board and the IDB 'advisory' Board. [The formal difference is that an ‘executive’ Board employs its own staff rather than being staffed by secondees or Departmental staff] 
(ii)

The Board regularly reviews economic conditions and challenges within Northern Ireland and assesses what changes might be required to policies in order to improve economic development activities.  A recent example of this was the early response to the deteriorating economic conditions and the ongoing pressure to introduce new schemes under the relaxed EU State Aid proposals.  The Panel will have noted that the Minister announced a new £15 million Short Term Aid Scheme in the Assembly on 26th May.
The Board does meet the Minister regularly for high level discussions and the Chair and Chief Executive hold formal monthly and quarterly meetings with the Permanent Secretary and Senior DETI Officials.  
The Invest NI Executive also contributes to strategy and policy development through providing feedback from an operational and service-delivery perspective, to reflect our client companies’ views and needs.  
This bottom up feedback from the client base can assist in the development of an overall effective policy and counterbalance theoretical and non pragmatic contributions from within the public sector.
To augment this position when developing our Corporate Plan 2008-11, the Board employed Professor Andrew Scott, of the London Business School, to facilitate the year-long public consultation process and to assist with the formulation of our corporate strategy to meet the Programme for Government requirements and address the economic environment prevailing in Northern Ireland.

The Board is also represented on the Economic Development Forum at which DETI, DEL, DE, DRD and DFP are present along with the various social partners.  While the Board has reservations about the effectiveness of this forum nevertheless it does provide a further opportunity to influence policies and to raise issues in respect blockages and threats to economic development.
In terms of programmes stimulated by the Department, the DETI-sponsored, industry-led MATRIX study was an important piece of work for Northern Ireland which had extensive input from both the Board and Executive of Invest NI, and the partnered delivery with Invest NI will be key to its success.
In general the Invest NI Board and Executive have not encountered any major difficulties in inputting to programmes and policies being developed by DETI and in raising any issues or concerns that they might have.

3. What is the current role of the Board in determining economic development strategy for the organisation?  Can you give examples of where the Board has influenced the direction, or modus operandi of Invest NI?
Board response:
The Board operates at three levels within Invest NI:  at Board level, where overall policy and strategy is debated and reviewed along with key actions; at Board Sub-Committee level where there is a team working approach and programmes are comprehensively reviewed and discussed; and at casework level, where specific projects and programmes are reviewed in detail and approved.  
While the Board has considerable influence in determining strategy and the modus operandi of Invest NI, this is pursued in a partnership approach with the Executive team, whose role the Board is careful not to usurp.  Evidence for this may be found in the considerable contribution the Board made to the development of Invest NI’s Corporate Plan 2008-11, engaging fully with cross-cutting teams from the Executive in addition to representatives from the wider public and private sectors – staff, clients and stakeholders - throughout the inclusive planning process.

Invest NI policy and strategy in terms of goals and objectives are debated, reviewed and if appropriate changed and modified at Board Level.  A recent example saw the Board lead the introduction of an early response by Invest NI to the impact of the economic downturn and the subsequent opening up of the ‘Credit Crunch’ seminars to non-Invest NI clients, in addition to the development and introduction of new support products in the face of the current economic downturn.  
The Sub-Committee structure of the Board allows the Board to focus on key strategic issues and to offer guidance to the Executive.  The sub-Committees include (i) Strategy & Policy; (ii) International issues; and (iii) Stakeholder, Marketing & Communication, and through these the Board has a formal mechanism for influencing the policy and direction of the organisation.

The subcommittee structure affords both Board Members and Executives specific and focused engagement in critical areas for development and allows more time and attention to key issues than can be achieved in main Board meetings.

The Policy and Strategy subcommittee meets regularly to review policy and strategic issues impacting the overall performance of Invest NI.  At this Committee there is a challenge function to the Executive to ensure both the relevance of current policy positions and also the appropriateness of the current product and services suite.
The International Sub-Committee of the Board has implemented new procedures to better understand the quality of the inward investment pipeline and is using that information to work with the executive team to improve targeting and success rates.  
At Casework Sub-committee level the Board challenges the Executive on the levels of risk relating to both specific projects and proposed new programmes.  In addition, the Board Audit Committee plays a formal role in scrutinising the organisation’s risk management processes.
In the current adverse economic climate Board members have been influential at Casework Committees in exploring with the Executives how to take on increased levels of risk while remaining within the overall guidelines.
On a broader operational front, the Marketing & Communication Sub-Committee has been responsible for introducing client satisfaction surveys, and the Strategy & Policy Sub Committee was fully involved in improving, through scrutiny and monitoring, processing times for Client interventions.
4. What is the Board’s view on the spread of economic development responsibilities across the NICS?  Does the Board believe any changes are necessary to improve delivery?
Board response:
While Invest NI was set up as Northern Ireland’s single economic development Agency, this does not imply that it bears sole responsibility for the work of expanding and strengthening economic development within NI.  This responsibility is shared by many organisations, in both the public and private sectors.  In particular, a number of central Government Departments have key contributions to make.

The Board has consistently held the view that Northern Ireland is currently over-governed and that there are too many Departments.  In addition to DETI and its agencies, Departments with a key contribution to make in economic development terms include:

· DEL – skills, redundancies, FE & Higher Education, particularly in relation to R&D, eg the flow of STEM graduates;

· DE – Entrepreneurship / Education interface;

· DoE - Planning Service;
· DRD – Infrastructure;

· DSD - Neighbourhood Renewal, Social Economy;

· DARD – Rural diversification; Food Sector, especially responsiveness to sector needs, eg dioxins;

· DHSSPS  - Connected Healthcare, interface with academia, eg in relation to oncology; University interface, including spin-outs;

· DCAL – Creative and media industries;

· SIB – Strategic Investment.
In addition, DFP and OFMDFM both have economic policy functions.  
Currently there is no cross-cutting Forum in existence which would enable bodies contributing to Northern Ireland’s economic development infrastructure to take forward an integrated approach - although clearly this is primarily a role for the NI Executive.  
To enable DETI / Invest NI to take forward the economic development work for which it is primarily responsible, it is essential that the associated infrastructure is in place and this can only be achieved by the key ‘actors’ working in concert to bring about the changes required.  It is likely that this would be more easily achieved if the NI Executive operated through a smaller number of Departments.  

The Board therefore welcomes the recent announcement by the First and Deputy First Ministers that an efficiency review is to be undertaken to determine whether the number of Executive Departments and MLAs should be reduced.  For example, consideration could be given to a merger of DETI and DEL, as skills development and the promotion of Research & Development are crucial areas in which to gain competitive advantage. 
Planning approvals are a crucial ingredient of the economic development ’mix’ and the Board also welcomes the programme of planning reform being undertaken by DoE Planning Service with the aim of developing proposals that will enable the planning system to play its part in delivering the Executive’s Programme for Government priorities through delivering an enhanced planning system.    

The Board also considers that the proposed changes under RPA has the opportunity, if implemented within clear policy guidelines, to: (i) clarify the integrity of the Invest NI product offering; (ii) reduce duplication of resource and effort; (iii) improve the working relationships with the new larger councils; and (iv) lead to closer co-operation in ensuring a better flow of smaller companies into the Invest NI client portfolio in support of a stronger economy.  However, there is also the potential for duplication and confusion if there is not a clear segregation of activity and focus.
In particular it is important that Trade and FDI activities are not diluted and confused by Northern Ireland being represented in the various markets by different product offerings.
All of this must, of course, be set against the overall structure of the NI economy which continues to be dominated by the public sector.  It is widely acknowledged that the change mechanism needed to deliver the required degree of rebalancing will need a 10 – 15 year timeframe.  While responsibility for this falls well outside the scope of any individual body – whether a Government Department or NDPB such as Invest NI – the driver for such change should lie with the Executive, which would be assisted in this work through the existence of a well developed and coherent Economic Development Strategy (which does not currently exist).    
5. What is the Board’s view on the current structure of the organisation (HQ, the regional network, and offices overseas)?  Does the Board believe any changes are necessary to improve delivery?
Board response:
Group Structure

The legacy agencies were merged into Invest NI in April 2002.  At this point the two main client facing groups largely reflected IDB and LEDU with Business International managing the larger clients, which tended to be internationally owned, and Enterprise and Entrepreneurship managing the smaller clients, which tended to be locally owned.  The Innovation and Capability Development Group (ICDG) and Corporate Services Group (CSG) provided the cross cutting functions that made up the new matrix structure of Invest NI.  Overall the matrix structure has worked well with client executives being charged with providing ‘solutions’ to their clients depending on the issues those clients face rather than seeking to promote individual programmes in isolation.  Client executives deliver these solutions by drawing on appropriate expertise from around the organisation in the form of ‘client teams’. 

In September 2003 a further phase of restructuring took place which sought to organise the Clients Group on a sectoral basis rather than size or location of ownership.  This structure has served the organisation well as it is seen as offering the greatest synergies that will provide the best service to the client.  Where common issues faced by business are more likely to be based on size rather than sector then these are picked up through the Regional Office Network and separate teams such as Global Starts.  The matrix approach from ICDG and CSG still applies to this new structure.

The Board considers that within Invest NI’s HQ, there may be scope to rebalance the number of staff who are client facing and therefore working directly with companies in pursuit of the Agency’s core objectives and goals.  In addition more focus needs to be placed on small and growing businesses with the potential to scale up significantly.
It is anticipated that the recently appointed Chief Executive will make the Review of the Current Organisational Structure a key priority during his initial year.

Overseas Offices

The Board’s International Sub-Committee continually assesses Invest NI’s overseas representation and their recent areas of focus have been on increasing the functionality of the overseas offices so that, where appropriate, both trade and inward investment functions are represented.  The Board also undertakes a formal assessment of overseas FDI representation as part of their approval of the International Sales & Marketing Plan and this has contributed, over time, to a significant evolution of Invest NI’s approach to adapt to changing circumstances.  For inward investment the location of the overseas offices is largely driven by the source of FDI flows and in recent years this has seen the centralisation of our offices in the US move from Chicago (which has now been closed) to Boston, with a new office being opened in New York and representation in Washington DC being reduced.  Other changes in the overseas network over the last couple of years have seen representation in Asia Pacific reduce in size (Japan and Taiwan significantly reduced; India and Shanghai increased) and where they remain to have a greater emphasis on trade.  Currently the number of staff in the overseas offices is being assessed with serious consideration being given to increasing the sales team in the US.

At HQ a significant restructuring of the inward investment functions took place in 2005/6 which saw the merger of the International Sales & Marketing and International ICT Divisions into one International Investment Division.  The purpose of this reorganisation was to streamline the sales process and make it a more seamless experience for new international investors. 

The Regional Office Network

The Regional Office Network provides a local point of presence for clients, which makes a valuable contribution towards neutralising any sense that Invest NI has a centralised, Belfast-based focus.  The Network also works closely with a number of Third Party Organisations in the private, public, education and voluntary/community sectors to help create an environment that encourages more people to start and grow businesses.  These partnerships also help to improve the level of pull-through of micro businesses into Invest NI's client base.

The proposed transfer of functions under RPA should lead to better interaction between Invest NI (HQ and Regional Office Network) and Local government.  New legislative provisions on Community Planning should help to define the respective roles of all the organisations involved.
Balance of public sector / private sector staff skills and experience 
Invest NI is required to meet the needs of both its clients and stakeholders, two groups with quite different, but complementary, requirements.  Its key stakeholder needs are driven by DETI, the Minister and Assembly, areas in which the experience and skills of staff with a public sector background can make a major contribution.

While such staff also work in client-facing roles, nevertheless since 2002 a significant proportion of staff joining the organisation have been recruited from the private sector and this has provided an important balance of skillsets which has strengthened Invest NI’s capability to meet the needs of both client and stakeholder groups.  Going forward, it will be important that the organisation remains open to acquiring expertise / recruiting personnel from the private sector, although Invest NI’s track record on this issue is reasonable.  
For example, since 2007, recruitment competitions for the client –facing roles of Client Executive, Technology Executive and Innovation Adviser have yielded 12 external appointees as against 10 internal.  Similarly, recent senior management (Director to Chief Executive level) have resulted in the appointment of three external candidates with substantial private sector experience.  Of the two internal candidates, one had been with Invest NI for a relatively short period after an earlier career spent in the private sector. 
In the future consideration will be given to increasing the number of staff who are taken on a 2 to 3 year secondment from the private sector.  This will ensure that client facing staff have the relevant skills and recent experience of the private sector in dealing with clients needs.
6. Do the financial delegation limits hamper the decision making process for Invest NI?  If so, can you provide examples of how this occurred?
Board response:
Invest NI casework is subject to a well developed and rigorous appraisal process, which includes robust challenge at a number of levels.  Prior to submission to DETI, all cases are developed and challenged by: 

Directors; 

Managing Directors; 

Economist;
Casework Advisory Committee; and

Board Casework Committee.

The Board has focussed Executive attention on improving the processing times so that an early response can be made to clients.  In particular Client Executives are encouraged to provide a quick “no” with the relevant feedback to the client if the project does not meet the required criteria.  While processing times have improved, nevertheless there is room for further improvement.  In this regard it is important that other parties involved in the process do not contribute to unnecessary delays.
Ministerial Approval

The current delegated limit of £1m for Ministerial cases has not increased since Invest NI was established in 2002 and reflects the longstanding practice of predecessor agencies.  

This differs significantly from the position in England, where the Grant for Business Investment (GBI) scheme which is the equivalent of Invest NI’s Selective Financial Assistance (SFA) scheme.  Under the GBI scheme Grants of up to £2m are delivered by the Regional Development Agencies (RDAs) and the London Development Agency, with Ministerial approval being required for all cases over £2m.  Approval is sought from the Minister of State for cases where the amount of support is between £2m and £5m, and from the Secretary of State for Business, Enterprise & Regulatory Reform where the support is greater than £5m.

If the Northern Ireland delegated limit for Ministerial approval were raised, it would shorten the approval process for the cohort of cases above the current £1m threshold but below the revised limit.  This in turn would shorten processing times for these cases.  In reality, however, the Minister is, on average, only required to approve 20 cases per annum.
Raising the Ministerial limit in this way would pose only a very limited risk to DETI and Invest NI while offering potentially significant benefits in terms of processing times and an enhanced perception of Invest NI from businesses’ perspective.
DFP Approval
There are a number of scheme specific thresholds above which DFP approval is required in addition to that of the Minister.  These typically relate to the overall quantum of assistance proposed and the rate of support (% contribution or cost per job created or safeguarded).

Unlike support towards training or R&D, the DFP thresholds for Selective Financial Assistance distinguish between internationally mobile (typically FDI) projects and non-mobile (typically indigenous NI company) projects.  Whereas DFP approval is required in respect of mobile projects for a grant cost per job over £30,000, such approval is required for non-mobile projects where the cost per job figure exceeds £10,000.

Invest NI has recognised that smaller projects from SMEs, whilst focusing on markets outside Northern Ireland, or strengthening the company’s management capabilities, do not always bring significant job creation.  The £10k cost per job limit on non-mobile projects constrains to a degree the scope for SFA support to smaller projects and Invest NI has been, and is, working on this issue.  The introduction of the Growth Accelerator Programme in 2007 has gone some way to making smaller packages of support to SMEs more flexible and straightforward to process.  This has, for example, had a significant impact on reducing the total number of days required for processing cases from 43 in 2006/07 to 23 in 2008/09.
In GB, under the terms of the Grant for Business Investment scheme the requirement to create or maintain jobs for SMEs seeking up to £100,000 support under the scheme can be waived at the discretion of the relevant RDA.

The flexibility of the SFA scheme as applied to Invest NI’s SME client base could be significantly enhanced if, under clearly defined circumstances agreed between the Department, Invest NI and DFP, limited scope existed to waive the cost per job threshold for SMEs receiving less than £100,000.   

Delegations for R&D programmes are lower than those for SFA.  Before launching the new grant for R&D Invest NI sought and received an increase in delegations from DFP for R&D projects from £1m to £2m.  When it received approval to increase delegations it was agreed that this limit will be monitored to determine if the level of projects that require DFP approval is appropriate.

General Points on the decision-making process
The Board still has some concerns that the decisions of Invest NI economists continue to be second-guessed by economists in DETI and DFP.  While we acknowledge that useful steps have been taken to introduce improved levels of parallel processing, it is felt that more trust and delegated authority should be vested in Invest NI’s casework processing.  In addition, some criteria which were originally introduced and are relevant to the assessment of manufacturing projects are still being applied to tradeable services projects and schemes and projects focused on R & D and Innovation.  
For FDIs that operate a transfer pricing mechanism, the RCA is an unsatisfactory test for determining investment return to the economy.  For these types of cases which promote high value added jobs consistent with our strategy, the test is likely to return a low pass at best or more likely a marginal result.  For FDI the Board would seek that a more straightforward and more realistic test be developed.  A suggestion would be that a return on income tax take is considered as part of this process.

7. The DETI-sponsored evaluation into SFA highlights the relatively high levels of deadweight in NI.  Does the Board agree that non-additionality is an important issue and if so, what steps are taken by the Board / Executive Team to minimise deadweight?  Are there any proposals to strengthen this?
Board response:

The level of additionality is an important issue that is fully considered at both programme and project level.

In all cases, Invest NI seeks to ensure that the project or programme under consideration maximises the level of additionality prior to approval.  The Policy and Programme Evaluation process and post-project evaluations confirm the level of additionality that was secured post event and will advise on steps that may be taken to increase additionality if funding is to continue.

Economic Development policies in NI are designed and operated within the European and National framework.  As a result, many programmes are very similar to their counterparts in other areas of the UK or EU with the result that the levels of additionality and deadweight are likely to be similar.  Invest NI’s casework process and in-built challenge function ensures that any assistance offered is the minimum necessary to enable the project to proceed in NI on the planned scale and within the intended timeframe and budget. 

The recent DETI-sponsored evaluation of SFA contained many positive points concerning the programme:

· The SFA support had a positive impact on employment growth

· The longevity of the jobs supported was encouraging

· It is reasonable to argue that Government assistance has enabled the manufacturing sector (which is export and R&D intensive) to maintain and improve its competitive position.
The Board had a number of specific concerns with regard the research methodology which impacted the conclusions on additionality, cost per job and productivity.  

The deadweight figure itself is actually reported as being low (Section 5.4 page 75).  However the review argues that ‘complete additionality’ is low. It is the Board’s view that self reported additionality options for respondents are subjective within complex decision making processes and their value is diluted in assessments made years after investment decisions were made.  As stated above additionality is assessed and challenged on each individual SFA intervention. 

With regard to productivity the conclusions are inconsistent with a recent draft report on the productivity of the manufacturing sector in Northern Ireland and with the previous SFA evaluation.  The period which the study assessed was too short to allow true productivity gain to be captured.  (The report itself states that positive effects of SFA are probably understated).  The period assessed was also inconsistent with the control periods for the projects during which the company remains liable to Invest NI to ensure that as much economic benefit is derived as possible.   

The cost per job methodology was very academic and too complex to provide meaningful benefit to practitioners.    

The Review of Economic Development Policy could, however, provide an opportunity to evaluate additionality across all Invest NI programmes, rather than just the SFA scheme, in order to provide clear oversight of the level of additionality delivered by the organisation rather than by a single programme.  
Evidence of such improved additionality may be found in relation to the Start a Business Programme, where both the programme evaluation and separate research confirmed that the £400 grant had a low level of additionality.  Despite significant opposition from a variety of quarters, Invest NI discontinued the grant element of the programme and redirected funding into elements with higher levels of additionality.

In summary, there is a robust challenge process in place that seeks to ensure that additionality is maximised and the Board and Executive team employ this challenge function at both programme and project level.  

8. Does the Board view Invest NI as a funder of last resort (i.e. is its focus on supporting companies that do not have access to funding from other private sector sources)?  What is the rational for financial support for expansion and safeguarded projects within national, multi-national or large indigenous companies that might be expected to have good access to loan or equity funding?  Is there any variation by sector, and what evidence can Invest NI provide on these issues?
Board response:

Funder of Last Resort?

The Board would consider Invest NI to be a funder of last resort in certain circumstances, and the Agency’s principal support scheme, Selective Financial Assistance, is long established and well understood by the Invest NI client base, financial and other organisations throughout the business community. 
The projects brought forward by Invest NI clients are normally supported by the banks, but Invest NI is often called upon to assist with addressing a remaining funding gap.  In such instances, Invest NI seeks to support investment that is evaluated as a reasonable business risk but which, for a variety of reasons, has not been fully supported by financial institutions.  This has been particularly true during the current financial crisis, where large amounts of bank funding have been withdrawn.  Increasingly, the focus of this funding gap is on costs associated with increasing the capability of the company.
Rationale for Supporting Expansion Projects / Safeguarding Projects
The key rationale for financial support for expansion and safeguarding projects, particularly large national or multi-national companies, relates to the mobility of corporate funds and whether they can be incentivised to retain key operations in NI rather than transferring them to locations such as Eastern Europe or the Far East where labour and overhead costs are significantly lower.  

Invest NI also operates in a competitive environment, particularly in trying to attract international investment.  In such circumstances it will support inward investment in a manner that will incentivise the target company to invest in Northern Ireland regardless of that company’s ability to access bank finance.
Increasingly, successful indigenous companies are being targeted to locate in other jurisdictions and Invest NI has to compete to retain projects within Northern Ireland.

The level of additionality is, of course, an important issue that is considered at both programme and project level.  An important consideration within the assessment of additionality is whether or not a company has access to alternative finance from banks, venture capitalists or halo funds.  

Companies are challenged to prove if bank finance is available and employed within the project to the maximum possible level in order to maximise the level of additionality.

In relation to internationally mobile projects, the rationale for intervention is based on either retaining the economic activity within NI (indigenous companies) or attracting the project to these shores, with the resultant economic impact (FDI).  Whilst these companies will undoubtedly have access to loan or equity funding the decision criterion for these companies will be which location offers them the best Value for Money.  

NI can offer, amongst other things, a cost effective, highly skilled English speaking labour force, but it is clear that global location decisions are based on a large number of factors, including public sector support packages.  

Invest NI negotiates with these internationally mobile companies, using all available information on alternative locations to ensure that the intervention is the minimum required for the project to proceed in NI.  Whilst there is an information risk in terms of the volume and quality of information available on alternative locations, significant effort is devoted to ensuring that these projects happen in NI for the lowest cost to the public sector.

The rationale for intervention is clearly articulated within the Corporate Plan and the casework will confirm that each project has an economic impact which exceeds the costs.  Ultimately, the importance of nurturing key international clients such as Bombardier, Seagate and Michelin is recognised as an important characteristic of many successful smaller economies.  In particular their impact in supply chains is significantly important.
Rationale for Intervention in Venture Capital

Invest NI has a key role in identifying gaps in the provision of equity finance.  Equity finance, rather than debt finance, is considered to be the most appropriate form of finance for early stage technology businesses.  These businesses tend to be high risk and in many cases are not sufficiently developed to secure debt. 

Since the dotcom failure there has been market failure at the seedcorn funding level with business angels and traditional venture capitalists being unwilling to support until first round funding.

The government, through Invest NI, is working with the universities and private sector to address gaps in the provision of venture capital, from early stage spin-outs through to more mature companies.  Invest NI’s venture capital approach is focused on addressing market failure in the provision of venture capital by providing an effective continuum of funding to support these companies.

Government has been instrumental in setting up and supporting a number of venture capital funds including the first NITECH fund, Viridian, Crescent Capital II and more recently the NISPO funds.

The NISPO funds provide seed and early stage technology funding for both university and non-university projects.  The three funds, collectively known as NI Spinouts (NISPO for short) will provide a range of support to developing technology projects.  The scale of the NISPO funds will be demand led but is expected to be in the region of £10-12m in total.

The NISPO fund manager will be working with promoters to prepare projects for growth from proof of concept through to readiness for commercial funding.  Ultimately, the goal is to develop internationally competitive companies which will benefit the NI economy for many years to come.

9. What process does the Board / Executive Team follow to identify priority sectors, and the types of intervention required in those sectors?  Currently, what are the Invest NI priority sectors for investment?  What role does the Board play in identifying so-called ‘contestable’ sectors as a priority focus for inward investment?
Board response:

Invest NI focuses its resources on those companies which it believes offer the greatest return to the economy.  It is primarily company-focused rather than sectoral, with support being offered to companies meeting the qualification criteria provided they are not in sectors prohibited by State Aid rules from receiving assistance.  
It follows that there can be very good companies within poorly performing sectors and these should not be precluded from support.  Equally, poorly performing companies within strong sectors do not automatically merit support simply because the sector itself is sound.  

Broadly, intervention requires the following criteria to be met:
- Is the project /company viable, following a detailed appraisal being made of the Product / Market / Management / Finance elements of the proposal?
- Is there a clear rationale for the need for government money?
- What additional benefit does government contribution buy that would not otherwise have happened?
- Would government's intervention result in a positive net return to the economy, taking displacement into account?  

Inward investment target sectors are selected following thorough market analysis.  The Board also carries out significant research into which sectors should be assisted and this work, together with follow up consultations with target industry bodies, is used to guide and inform the Board on what sectors to support.  
Such analysis identifies which sectors offer the greatest opportunity in terms of FDI flows and are matched against sectoral requirements in which Northern Ireland has a competitive advantage.  
Where priority sectors for investment have been identified, these are clearly set out in the Corporate Plan 2008-11 and were established following the extensive consultation process to which the Board made a significant contribution. 
The Board also carries out significant research into which sectors should be assisted and this work, and follow up consultations with target industry bodies, is used to guide and inform the Board on what sectors to support.  For example, in support of the development of the most recent Corporate Plan a specific working group was set up to review NI’s structural and sectoral weaknesses, areas of comparative advantage and emerging sectors.  This informed the development of the “Three Pathways for Growth” which forms an important component of the Corporate Plan.
The contestable sectors are largely made up of those sectors which Invest NI targets as part of its International Sales and Marketing Strategy, as indicated below.  The Board and its International Sub-Committee are involved in the challenge function and approval of this strategy.      
Contestable Projects 

In order to make performance comparisons, Invest NI has used the term ‘contestable’.  This refers to the sectors and business functions that Invest NI is directly targeting for foreign direct investment and which are considered to be the strongest propositions within Northern Ireland. Contestable projects are those mobile projects that Invest NI competes in and within the FDI Markets tool, these are defined as follows:

· Sectors: Aerospace, Business Services, Business Machines & Equipments, Communications, Electronic Components, Financial Services, Semiconductors, Software & IT, Shared Services centres, Customer Support centres, and Technical Support Centres 

· Business functions: Business Services, Design, Development & Testing, Internet or ICT Infrastructure, Research & Development. 

10. It is suggested that high skill levels & relatively low wages are key elements of the Northern Ireland sales proposition.  Does the Board agree?  Is there any variation by sector, and what evidence can Invest NI provide on this issue?
Board response:

Working to support increased wealth creation represents a central strategic objective of Invest NI’s Corporate Plan 2008-11 and provides a key contribution to government’s PfG targets.  Invest NI has set challenging targets for attracting and supporting projects offering jobs that are capable of delivering wages and salaries significantly above the private sector median.  This is key to Invest NI’s work to support businesses to move up the value chain over time, and aligns with the PfG’s PSA 1 and 3 objectives, i.e. to increase manufacturing and private services productivity; and to increase employment.   
The requirements of individual sectors will determine what Invest NI programmes are leveraged, and to what extent.  For example, knowledge intensive FDI clients will require R&D support and will value proximity to Universities; back office IT business units depend on the availability of skills at a variety of levels, and workforce flexibility, etc.    
The FDI sales proposition is based on our cultural compatibility, cost competitiveness and proximity to customers.  Consistent feedback from inward investors shows that a fundamental factor in choosing Northern Ireland as an investment location is the availability of talented people. 
The word ‘relatively’ is important in this question. It applies to both wage levels and talent levels within and between sectors.  Northern Ireland’s wage levels are relatively low compared to other western Countries but they are relatively high compared to Eastern Europe, India and China.  Consequently Northern Ireland has a cost advantage for near shore operations for Western Europe and in some instances ‘captive’ cost centre operations from the US.  Wages levels will also be relative to skill base within and between sectors with higher skilled sectors such as software development obviously paying more than contact centres providing basic services.  However on a general basis the relative cost advantage Northern Ireland has against Western European competitors can be found across all of our target sectors.  Our evidence for this is provided through the Financial Times FDI Benchmark to which we subscribe. 
A recently published report for DEL by Oxford Economics makes clear that the average graduate numbers in NI are on a par with UK averages but lower than international benchmarks and with material sectoral variances and material subject variances.  In particular, STEM (ie, Science, Technology, Engineering and Mathematics) subjects are in deficit and general degrees are in over abundance.  There is a shortfall compared with even the worst regions of the UK in management posts, probably as a result of the lack of PLCs, large companies and Corporate HQs in Northern Ireland.  Currently, graduates make up 30% of the NI workforce, although by 2020 they would need to be 50% to meet productivity targets, in addition to being more STEM orientated.

It is widely recognised that good relationships with the Universities and a reasonable flow of quality graduates is an important contribution to Northern Ireland’s sales proposition.

11. Views on the effectiveness of the liaison mechanisms between Invest NI and DEL:
· In terms of communicating the skills needs of clients; and
· In terms of the responsiveness of DEL.
Board response:

The Programme for Government makes achieving an innovative and dynamic economy its central objective and it acknowledges that the development of skills is a key pillar in realising that goal.  It sets out a vision for a successful economy which is characterised by high productivity, a highly skilled and flexible workforce and by employment growth. 

In the area of training both Invest NI and DEL have distinct but complementary roles to support economic growth and improve productivity within the Northern Ireland economy.  While it is acknowledged that the early relationship between these organisations generated a number of issues, the Board is confident that these have been addressed at both strategic and operational levels.
The requirement for both organisations to work together effectively to achieve this has been formalised in a Memorandum of Understanding which commits DEL and Invest NI  to working in partnership, and a number of liaison structures have been set up to implement this approach.  An important role of these structures is to share information of skills requirements and Invest NI has committed to sharing details of its work in progress with DEL and to help inform the forecasting of future skills requirements. 

Both organisations are committed to improve the delivery of a joined up response to industry.  Information sharing between the two organisations has improved significantly since the memorandum was developed. 

DEL has clearly demonstrated its willingness and ability to respond positively to the skills issues of Invest NI clients.  A key example of this has been in relation to the ICT industry, where DEL established the ICT Future Skills Action Group (FSAG) and through the work of a dedicated project team, led the development of a collaborative action plan to address the immediate skills needs of the sector.  The plan was widely communicated and its implementation was well resourced by both organisations and was well received by a range of stakeholders including CBI.  DEL continues to drive the implementation of this comprehensive plan, which is currently being delivered in conjunction with Invest NI, e-skills UK and Momentum. 
During the present economic difficulties both organisations are working together to optimise combined resources to support companies and individuals.  As part of this support DEL has offered free training to companies in FE colleges.

At the macro level DEL works closely with colleagues in Invest NI and DETI to identify and assess future skill needs.  Examples of this cooperation include Invest NI membership of the DEL led Northern Ireland Skills Expert Group and the commissioning of joint DEL/DETI research to model future skills demand scenarios. 
As noted earlier the Board believes going forward that consideration could be given to a merger of DETI and DEL to enhance strategy development and to improve overall delivery to businesses.
12.
To what extent is internal incentivisation of staff in Invest NI aligned with the aims of the organisation? 
Board response:

In the run-up to its establishment in 2002, Invest NI had to address a number of problems arising from the merger of the legacy organisations with differing terms and conditions of employment, the need to abide by the TUPE regulations and the strictures of the public purse.  Operating within the constraints of public sector funding, it did manage, through a job evaluation exercise targeted primarily at the former LEDU, to achieve an alignment of grades.  

However, there was insufficient funding to buy out some of the other differentials.  Principal among these was the difference in working hours (LEDU had a 35-hour week, the NITB had 36.25, the remainder of the agencies worked 37 hours).  Alignment here has had to be by attrition, with new staff and existing staff who compete for and get new posts all going on the 37 hour regime.

Subsequently considerable effort has been invested in ensuring that the performance management arrangements in Invest NI align fully with the objectives set out in the Corporate and Operating Plans and that these are reflected through to the annual job plans of individual members of staff.  Consequently staff are assessed annually on their contribution to the overall organisational effort.


Financial rewards for Senior Managers are delivered through the mechanism used in the Senior Civil Service and therefore subject to public sector pay policy.  Over recent years, average increases in basic pay have been relatively modest, although there has been an opportunity for up to 75% of this group to earn bonuses.  However this scheme has proven to be problematic and is not conducive to cohesive team building. 


Financial incentivisation for staff below senior management is also constrained by public service pay policy, although there is some limited scope to award bonuses of up to £1,500 in respect of outstanding performance on significant projects or tasks.  Basic pay, including annual settlements, is aligned to the arrangements in place in NICS.


Prior to the three-year pay agreement which ends in July 2009, Invest NI had done considerable work on alternative pay strategies.  In conjunction with Deloitte, proposals had been developed for a system where pay would be directly related to performance as assessed by line managers and moderated at senior management level.  These proposals recognised that the requirement to stay within overall public sector pay increase levels could render it difficult to achieve any meaningful differentiation between performance bands.  In the event, the structure of the NICS pay agreement for 2006 – 2009, with its emphasis on higher increases at the lower end of salary scales, left us with no scope at all for differentiation and we decided to adopt the 3-year settlement.


The situation will be kept under review as the shape and quantum of future public sector pay rounds emerge.


In the Board’s opinion it will be difficult to implement an effective performance appraisal in the absence of a reward system that differentiates performance levels.
13.
Do the current remuneration arrangements within Invest NI limit the 

organisation from fully delivering on (or exceeding) its goals / objectives, and in particular from hiring the most appropriate staff?
Board response:

There is no evidence to suggest that the current arrangements are a major constraint.  Since its establishment in 2002 Invest NI has consistently met or exceeded the majority of its targets, as evidenced in the documentary material already provided to the Panel, including copies of Invest NI’s Annual Reports and Performance Reports. 
In terms of recruitment, the Invest NI brand is relatively strong in the labour market.  In the majority of recruitment competitions the candidate fields have been strong in terms of both numbers and quality.  For permanent posts, we have only experienced difficulty in sourcing appropriate staff in particular specialisms.  We have taken steps to improve this situation, e.g. through the use of specialist recruitment agencies to increase candidate fields in the ICT and financial areas and the introduction of a professional allowance for corporate finance professionals.  This approach has begun to bear fruit in more recent competitions. 

We have faced particular difficulty in recent times when trying to recruit staff on fixed term contracts to deliver programmes  funded for 2-3 year periods (primarily in the area of innovation).  In this situation, the constraint is a combination of the short-term nature of the posts and the salary levels available.  The offer of a bonus on completion of the contract has only partly addressed this difficulty.  In this regard we will examine the use of secondments from the private sector given the current economic situation.
Staff turnover is relatively low at 5.6%, including retirements and dismissals, and is likely to remain at low levels in the current climate.  This compares favourably with overall average staff turnover for the UK at 17.3%, as sourced from the Chartered Institute of Personnel and Development, August 2008.  The same survey indicates a Central Government Staff Turnover of 11.1%.
It is also worth noting that the rate of staff absenteeism in Invest NI is exceptionally low for the public sector.  For example, in the year to 31 March 2009 this stood at 2.65%, equivalent to 6.6 days per employee.  Invest NI understands that the most recent publicly available figures for the NICS overall indicated an equivalent average of 13.4 days.
14. What is the view of the Invest NI Board in terms of the economic development functions to be transferred to district councils under the RPA? 
Board response:

Invest NI is entirely content that the functions to be transferred to local government under RPA are both appropriate and sufficient.  The functions agreed are almost exactly those proposed by Invest NI in its submission to the RPA consultation on 31st September 2005.

Detailed discussions are currently underway to agree the mechanisms and methods under which the transfer of functions will take place by May 2011.  The spirit in which these discussions are progressing is very positive and co-operative.  It is considered likely that the proposed new Community Planning legislation will be helpful in defining the future relationship between Invest NI and the new councils. 

Throughout this process Invest NI has consistently maintained the view that responsibility for attracting inward investment should remain within Invest NI to ensure that Northern Ireland continues to be marketed to potential investors as a single entity and the outcome of the RPA process has seen this position secured.    
However, for this to work efficiently and effectively, it will be important that clear differentiation is created and communicated in relation to the respective roles of Invest NI and local government bodies.  This will be key to avoiding mixed or confused messages being sent to clients, following the rollout of RPA from May 2011.  
Under the new Enterprise Strategy a parallel map is required which clearly demonstrates the interventions available to various business segments and body or bodies responsible for the provision of these initiatives. 
The functions agreed for transfer to Local Government are as follows: 

▪ Small Business Support programme (formerly Start a Business Programme (SABP); Go For It Campaign; and Enterprise Week;

▪ Youth Entrepreneurship 

 
- Princes Trust


- Advantage NI

▪ Investing in Women

▪ Social Economy

- Social Entrepreneurship Programme

▪ Neighbourhood Renewal 
▪ Support for smaller scale tourism accommodation (B&B and small self-catering) (Originally funded by the International Fund for Ireland)

The total budget currently earmarked for transfer is £8.38m of baseline monies from Invest NI’s Programme Budget and £250,000 of administrative budget (representing eight staff currently involved in delivering these programmes).  It is not proposed to transfer any staff from Invest NI to Councils and this is understood and accepted by the councils.  Arrangements will be made, as necessary, to put in place secondments or other methods to ensure that all necessary information, knowledge and skills are transferred to local government.

A number of areas have been identified for further consideration and work in advance of the transfer of functions in May 2011.  These include a clarification of the future role of Invest NI’s Regional Offices and their relationship with councils, consideration of their locations; the need to work together to ensure the most efficient use of Invest NI & local council property portfolio for the benefit of economic development; future responsibility for Enterprise Loan Funds; the future of the Local Enterprise Agency Network; and the policy rationale for intervention with locally focussed companies.  
DETI and Invest NI have been working on the development of a new Enterprise Strategy, which would seek to ensure the best possible co-operation of all the Government players in the areas of enterprise and 
entrepreneurship.
The full version of Invest NI’s response to the Review of Public Administration may be accessed on the RPA’s website at www.rpani.gov.uk 








APPENDIX A
Inward Investment
Attracting inward investment is a key component of Invest NI’s work to stimulate and support economic development, representing an essential means of introducing new skills, technology, international contacts and supply chain opportunities into the Northern Ireland economy and consequently contributing significantly to wealth creation.  This is reflected in the GVA per head of our externally owned clients which was almost £59,000 (72% higher than locally owned clients).

As a measure of the quality of recent inward investment, Invest NI has measured the projected salaries for employment opportunities created through assisted inward investment over the period 2002 – 2008. 
Fig. 1

Comparison with Northern Ireland PSM (2002/03 - 2007/08)

	Year
	NI PSM (Full-time Basic Weekly Pay)
	Invest NI Weekly Median Figures 
	Invest NI % difference to NI PSM

	2002/03
	282.5
	317.3
	12.3%

	2003/04
	299.5
	346.2
	15.6%

	2004/05
	308.0
	274.0
	-11.0%

	2005/06
	326.6
	467.7
	43.1%

	2006/07
	326.2
	288.5
	-11.6%

	2007/08
	339.3
	384.6
	13.4%


Source: DETI - Northern Ireland Annual Survey of Hours and Earnings (ASHE) 2003 – 2008

The highest Invest NI weekly median wage over the period was £468 in 2005/06, largely due to Seagate Technology in Derry, which accounted for over one third of the jobs promoted or safeguarded that year.  The exception to the generally higher levels of wages and salaries within inward-investment projects occurred in 2004/05 and 2006/07, when a number of lower-wage projects were offered assistance, principally contact centre projects.  Overall, during the six years 37% of jobs promoted or safeguarded had salaries between £21-30K and 8% had salaries greater than £30K.

This evidence suggests that recent inward-investment activity has been successful in creating employment opportunities for a wide range of individuals with different levels of skills and experience.  Investments made by international businesses such as Citi, LBM Holdings, Fujitsu and Firstsource are providing the opportunity for Northern Ireland to develop a service-sector skills base, and the mechanism for ‘catch-up’ with other regions of the UK and the Republic of Ireland.  They are also creating employment opportunities within economically-disadvantaged areas, which accounted for 71% of all new inward-investment projects, and 75% of associated new jobs.  Our challenge is to continue to work closely with these businesses to develop higher value-added aspects of their operations within Northern Ireland.

Business start-ups
During the six-year period Invest NI directly offered assistance to 493 new locally-owned businesses that have the potential for significant growth, primarily through the development of markets outside Northern Ireland.  Thirty-six of these were classified as ‘Global’ Starts because of their immediate prospect of competing in international markets.  

To measure the subsequent performance of these businesses Invest NI used a group of projects assisted within a specific timeframe, the three years 2002/03 – 2004/05.  The amount of assistance paid to these businesses during the five years 2002/03 and 2006/07 was captured, along with the performance outcomes achieved by 2006/07.

During the period 2002/03-2004/05 258 Growth Starts were offered £9m of assistance by Invest NI.  In terms of outputs, 236
 of these received grant payments totalling £7.4m (including £6.8m of SFA), during the five-year period to end of 2006/07.  The intermediate outcomes achieved by this group by March 2007 are summarised as follows:

· 1,726 new jobs were created; 

· Annual sales of £168m; 

· Annual export sales of £50m.

Innovation
Innovation plays a critical role in economic growth and competitiveness.  It is seen by the European Commission as holding the key towards reducing the persistent 30% gap in GDP per head between the EU and the US.  Northern Ireland lags behind the rest of the UK and much of Western Europe in aspects of innovation activity, suggesting that it is a contributory factor to relatively low levels of productivity and wealth in Northern Ireland.

Fig. 2 presents the results of a regression analysis based on the relationship between the innovation index
 for each UK region and its level of productivity.  This clearly demonstrates a strong association, except for London.
Fig. 2


Innovation Index v GVA per head in UK Regions (2005) [image: image1.emf]0.40
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Invest NI resources are directed at embedding market-driven innovation within businesses, developing new products and services, transferring technology and developing the commercial potential of the existing research base.  Invest NI’s approach to innovation is closely aligned with the Regional Innovation Strategy for Northern Ireland, published in June 2003 by an Inter-Departmental Working Group with the aim of creating a culture and environment within which Northern Ireland will prosper by using its knowledge, skills and capacity to innovate.  Invest NI also played a central role in the implementation of the second Northern Ireland Innovation Action Plan, which was developed for the period September 2004 - August 2006.  

During the 6 years since the inception of Invest NI over £285m (contributing towards nearly £753m planned investment) was offered through a range of innovation programmes to support almost 10,000 business related research and development, trade development, business improvement, and technology and process development projects, as illustrated in Fig 3 below.  These projects have been undertaken to enhance competitiveness and productivity in the client companies concerned, contributing to increased wealth creation.

Fig 3.  Invest NI Innovation Assistance & Investment 2002/03 - 2008/09
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Performance Information Report 
Through its Performance Report (of which three have now been published), Invest NI has sought to show, as thoroughly and transparently as possible, not only the rationale for its interventions, but also details of its activities, how they relate to outcomes in its client base and ultimately how these contribute to economic impact in the NI economy.  In addition each report has sought to focus on specific aspects of operation.  

The first report in October 2006 focused on the intervention principles, the diverse nature of Invest NI’s interventions and the impact on the economy.  The second report in January 2008 additionally focused on equality, labour mobility and the spatial distribution of assistance and investment by constituency and on an “East/West” basis.  The most recent report in March 2009 sought to illustrate, among other things, the balance between Invest NI’s attraction of foreign direct investment and assistance towards the development of the indigenous business base, job quality and wages and the progressive shift of resources from selective financial assistance towards R&D and Innovation.

ANNEX B

REVIEW OF ECONOMIC POLICY: WRITTEN EVIDENCE SUBMITTED BY THE INVEST NI BOARD IN THE CONTEXT OF THE TERMS OF REFERENCE ESTABLISHED FOR THE REVIEW 
1. The Review will consider relevant DETI and Invest NI policies relating to manufacturing and private services productivity (PSA 1 in the Programme for Government), and:

(a) Advise on the extent to which existing strategies, policies, programmes and resource allocations may need to be better aligned to help deliver the productivity goal; 

Invest NI response:
· Invest NI’s Corporate Plan 2008-11 was formulated following extensive consultation with both private and public sector stakeholders;  

· We believe this represents the correct strategic direction that Invest NI needs to pursue in order to play its part in stimulating increased economic development activity, leading to greater wealth creation throughout Northern Ireland; 

· The Executive’s Programme for Government 2008-11 has made economic development its first priority.  Within this policy context, Invest NI believes that the strategic direction set out in its Corporate Plan, along with the programmes and activities being pursued, offer the best prospect of enabling us to meet our objectives and targets as determined by the PfG and as set out in detail in our Corporate and Operating Plans;
· The Corporate Plan published in early 2008 focused on three priority actions for economic growth which will enhance the capability of existing and new businesses based in Northern Ireland to sell more products and services to export markets.
· The three priority actions were as follows:-

· Realising client potential

· Shifting the sectoral focus; and

· Investing in Frontier Technologies

· However since the publication of the Corporate Plan global economic conditions have deteriorated significantly and the Northern Ireland economy has not been immune from the downturn in economic activity and the instability in the financial sector.
· In the light of these developments it has been necessary to introduce a short term action plan (survival and sustainability pathway) to assist Northern Ireland businesses to survive the downturn and to build a sustainable business model for future growth.

· All four pathways will be pursued in parallel but the outcomes for each pathway will vary over the short to long term as illustrated in Figure 3 below.

FIGURE 4
REVISED PATHWAYS TO GROWTH

	
	FINANCIAL YEARS

	PATHWAY
	2008/2009
	2009/2010
	2010/2011


	SURVIVAL AND SUSTAINABILITY
	

	
	

	REALISING POTENTIAL
	

	
	

	SHIFTING THE SECTORAL FOCUS
	

	
	

	FRONTIER TECHOLOGIES
	


	OUTCOMES


	
	SHORT TERM (1-3 YEARS)

	
	MEDIUM TERM (3-5 YEARS)

	
	MEDIUM TO LONG TERM (5-10 YEARS)

	
	LONG TERM (10 YEARS +)


· In addition, in response to the economic recession, we have initiated a rapid response to assist clients facing difficulties, through the development and rollout of our £5m Accelerated Support Fund and the widespread delivery of Credit Crunch seminars aimed at providing key advice and guidance to help businesses take the necessary actions to deal with the economic downturn; 

· Invest NI was successful in securing a very good budget settlement towards its Programme for Government objectives and targets for the period 2008-11.  However, as our work, and associated budgetary commitments, is largely demand-led, the scale of the economic downturn therefore makes it very difficult to predict requirements with the accuracy we would wish.

(b) Identify whether any new policies are necessary, having regard to the existing legislative powers of the NI Executive; and

Invest NI response:
· Northern Ireland will have its SFA limits reduced significantly by 1 January 2011 and removed completely by 1 January 2014.  It is important therefore that new programmes are developed to assist with the promotion and development of indigenous businesses and the attraction of foreign direct investment.  In an increasingly competitive landscape it is essential that Invest NI has the appropriate products, services and financial incentives in its portfolio if it is to achieve its goals.

· While Invest NI will work to develop appropriate incentives to address these issues, as stated elsewhere in this submission, the task of re-balancing the Northern Ireland economy is expected to require 10 – 15 years of sustained work, ie, until 2019 - 2024.  Compliance with State Aids rules will, however, result in the complete removal of SFA at an early stage in the process and is likely to dilute Invest NI’s contribution to this work.  The Board would therefore strongly support a case being made for an extension for Northern Ireland of the support available under the EU Regional Aid Guidelines beyond 2010.     

· Invest NI’s work to stimulate FDI could be assisted by the introduction of a lower rate of Corporate Tax which would allow us to compete with the Republic of Ireland, our principal competitor.  However in the light of the Varney Review we acknowledge that this is unlikely to happen.  Consequently it would be worth considering the introduction of increased tax credits for R & D and Innovation as well as new tax credits for management development and export marketing and sales expenditure.
· In response to the recession we have achieved useful flexibilities from Europe and DBERR and currently are working up a number of schemes to address the new needs of Northern Ireland businesses at this time.  It is important that we maximise these flexibilities and the current 18 month operational period for this initiative and that the Executive ensures that the implementation issues are minimised.
· The Executive should continue to reduce bureaucracy and ensure that Northern Ireland maximises its business friendly environment.
(c) Identify whether there are any issues which risk compromising the delivery of the goal, but which fall to other departments, for example DEL and DRD.

Invest NI response:
· We are already working closely with DEL to support their drive to increase the supply of the necessary skillsets throughout NI;  

· DEL and Invest NI have agreed communication channels to enable sharing of information on current WIP and planned activity.  We are now engaging in collaborative initiatives with DEL and have jointly committed to developing standard processes for introducing, developing and delivering future projects; 

· We already work closely with DoE Planning service and its consultees ie DRD Roads, Water Service, EHS, etc on accelerating the planning process.  However the speed with which the area plan and wider planning process acts can occasionally be an issue.  Invest NI would welcome the opportunity for closer engagement with this process.  A formal Memorandum of Understanding between DETI and DoE may be of assistance;

· Again, we work closely with the various infrastructure-providing elements of the public sector ie Road Service, Water Service, etc.  However for equality reasons Invest NI is treated in the same way as a commercial developer.  To derive economic development outcomes a more joined-up approach would have merit.  This might involve DETI / Invest NI contributing to appropriate Road Service caseworks, for example, in relation to the prioritisation of a particular roads project on economic grounds.
· Ultimately, a key factor in making provision for economic development in the longer term is the availability of land for such purposes at an affordable price.  The Board is aware that following the announcement of the intention to release ex-Ministry of Defence land for other purposes, the requirement to maximise the return on the sale of surplus land focused on short term financial gain rather than the longer term and wider ranging economic benefits that may be achievable were land to be released for economic development use.  The potential for such sites to accommodate residential or retail developments drove up the market value to the extent that it became uneconomic to secure them for economic development use.  This was despite representations being made formally by Invest NI, through appropriate Ministers.  This provides further demonstration of the need for different strands of Government to work in greater concert, if the objectives of the Programme for Government are to be fully realised, over time.      
REVIEW OF ECONOMIC POLICY: PROJECT BRIEF
2. The overall aim of the Review is to ensure that DETI/Invest NI’s policies, programmes and resources are targeted to help achieve the stretching productivity goal outlined in the Programme for Government.  The Review should make recommendations in the following areas:

(a) The current and forecast performance of the Northern Ireland economy, relative to other regions with access to similar policy instruments, programmes and resources;

Invest NI response:
· The current challenges for the NI economy are increasing productivity and raising the employment rate;  

· It is well known that NI’s performance is relatively weak in terms of the productivity drivers and the employment rate is the lowest of the UK regions;

· However, as the UK and NI economies enter recession, the least competitive firms may be unable to retain their position in the market, which may give rise to an overall increase in productivity.  However, even this may only have a limited impact on NI’s position relative to other UK regions;

· Latest available forecasts for the NI economy, presented to the Economic Development Forum, estimate that in general, the economy will maintain its position relative to other UK regions;

· Economic development policy in the UK regions, including NI, adheres to the HM Treasury model of developing competitiveness by raising productivity.  Under this framework, policies are directed at the drivers of productivity, ie R&D / Innovation; Skills; and Enterprise & Infrastructure; as well as employment creation policies to draw the economically inactive and unemployed into employment;

· Therefore, the policy instruments that are in place in NI adhere to this framework and also to EU State Aid legislation, UK and NI policy.  As a result, it is difficult for any of the UK regions to significantly increase their relative productivity as broadly similar programmes, with similar resources, are in place in each region.
· However over a 10 to 15 year period we hope that the strategic thrusts for increased value added activities by indigenous businesses and a sectoral shift occasioned by increased FDI will improve the Northern Ireland position.
(b) Current DETI/Invest NI policies and programmes, with an assessment of their effectiveness in stimulating productivity improvements, particularly within manufacturing and private services;

Invest NI response:
· The Review panel has received copies of our three Performance Reports.  Our third Performance Report, covering the six year period 2002/03 – 2007/08, was published in March 2009.  The following points provide some metrics relevant to an assessment of the productivity of Invest NI client businesses: 

· GVA in the client group represents almost 29% of the total NI private sector GVA, and 83% of manufacturing GVA;

· Labour productivity in terms of GVA per head in Invest NI client companies was £43,824 in 2006, 36% higher than that of Northern Ireland as a whole;

· As a consequence of static employment and significant sales growth, sales per employee by Invest NI assisted businesses increased by 18.4% from just over £112,000 in 2002/03 to nearly £132,000 in 2006/07.

(c) Policy options to stimulate economic growth / productivity and build a larger and more wealth creating private sector, particularly in financial and value added business services;

Invest NI response:
· There is a need for a holistic and meaningful Regional Economic Strategy, under which Invest NI would be one of a number of Departments and NDPBs charged with delivery;
· In light of DETI’s portfolio of functions (sponsorship of Invest NI, NI Tourist Board, Tourism Ireland, tourism policy, energy policy, telecommunications policy, economic research) consideration should be given to the co-ordination of the RES being undertaken by DETI.
· It is essential that DRD, DOE and DETI deliver the physical infrastructure that is required (roads, ports, telecoms & energy);

· It is also essential that the labour force of the future is appropriately skilled and motivated in order to meet the requirements of employers;

· Such policy making could also be better informed by addressing gaps in the currently-available research data.  For example, while comprehensive data is available in relation to the manufacturing sector, this is not mirrored in the data available in respect of the productivity and export performance of the tradeable services sector;    
· The Executive also needs to focus, with a much greater and more mature understanding, on the real needs of the economy and the issues that will impact on competitiveness and economic growth in the long term;

· This should include actions to reduce unnecessary duplication, which could usefully include a reduction in the number of Government Departments, over time.

(d) How NI can further attract value added FDI and promote domestic investment;

Invest NI response:
· Northern Ireland remains an attractive location for inward investment and Invest NI continues to target companies that offer highly skilled, high-productivity jobs in the sectors in which we believe we have a competitive advantage, namely ICT; Financial Services and Business Services;  
· In addition we have the potential to attract investment in niche manufacturing areas and to build our capabilities in life sciences and medical devices.

· The targeting of mid tier US Corporates to establish an R & D and European Marketing and Sales facilities in Northern Ireland would afford us the opportunity to build new sectors with their associated supply chains.
· The strength of the Northern Ireland sales proposition is still based on access to skills, competitive costs and an excellent infrastructure across our target sectors - namely, that we are cost competitive, close to market, and culturally compatible;
· In the first half of 2008/09 inward investment activity levels were high but as a result of the financial turmoil last autumn, and current global economic conditions, Invest NI increasingly saw growing uncertainty and caution in the market with companies beginning to tighten their belts; 

· Companies are increasingly and naturally focusing on cost containment and indicating they are deferring investment decisions.  As a result the pipeline of new FDI prospects is not as strong as at this period last year; 

· In these challenging economic times, Invest NI is also investigating new and emerging sectors which offer opportunity for foreign direct investment to Northern Ireland, such as digital media, renewables, and professional services.  In addition, it is recognised there may be untapped opportunities to encourage mid-sized US companies to re-evaluate the benefits of the potential in Europe for back office operations which could potentially lead to a manufacturing presence over time.
· In terms of initiatives to increase domestic investment it is proposed to undertake a pilot “scaling initiative” with a target group of around 15 clients.  This initiative will involve working closely with indigenous companies to assist them to scale up through mergers, acquisitions as well as organic growth.  In the light of the results of this pilot the initiative will be extended to the wider client base;
· As indicated at 1(d) above, the Board would strongly support a case being made to seek an extension for Northern Ireland of the support available under the EU Regional Aid Guidelines beyond 2010 to avoid Invest NI’s capability to offer SFA being diluted;
While recognising the financial constraints imposed on indigenous client companies by the current economic crisis, nevertheless we will seek to support continuous investment in R&D and Innovation, export development as well as capability building through our various support schemes.

(e) Review and advise on the structure and remit of Invest NI and the existing governance arrangements between DETI, DFP and Invest NI;

Invest NI response:
· Since Invest NI was set up in 2002 the relationship with DETI, as our parent Department, has developed well;

· Early Governance issues inherited from legacy bodies were, for some time, a significant burden on the organisation and in the early years our annual accounts were qualified by the Northern Ireland Audit Office.  Such issues have now been satisfactorily resolved and the accounts are now unqualified.  While some minor inherited issues are still being dealt with, the relationship with DETI is now characterised by increasing maturity;

· In addition it is important to understand that the linkages between Invest NI, DETI and DFP are so close that Invest NI has no more autonomy than it would have as part of the Department, as the same governance/delegation rules apply;
· Indeed, the current structure actually adds different layers of decision-making, with the consequential impact on timeframes slowing the process down to an unhelpful degree;
· This close working relationship is evidenced by: quarterly oversight and liaison meetings; Finance and Accountability sections working closely; attendance at each other’s Audit Committees; and the Department’s Internal Audit Service undertaking a number of audit assignments throughout the year;

· The governance relationships between Invest NI and the Department were used as examples of best practice in the NIAO Report “Good Governance - Effective Relationships between Departments and their Arm’s Length Bodies” issued May 2007;

· Invest NI’s performance and achievements to date have been assisted by its efficient working practices, facilitated by a modern HQ building employing ‘Workspace 2010’ fully open plan working practices; 
· This has helped us to achieve significant efficiency savings, including a reduction in staff headcount of 22% since being established in April 2002.  Our non-staff running costs are around 30% lower than the combined total of the legacy agencies, and our Staff Absence rate is consistently significantly lower than the public sector average in NI.  For example, in the year to 31 March 2009, this stood at 2.65%, equivalent to 6.6 days per employee.  Invest NI understands that the most recent publicly available figures for the NICS overall indicated an equivalent average of 13.4 days.
(f) Identify any issues which may inhibit the delivery of the productivity goal which fall to other Departments in the NI Executive, particularly DEL (in relation to skills) and DRD (in relation to regional planning and infrastructure investment); 

Invest NI response:
Other Departments
It is clear that economic development policy is widely dispersed throughout the Executive and Departments, and there are a number of policy areas beyond those of DETI and Invest NI that have significant implications for enhancing long run productivity.  They are:

· DE (Primary & Secondary skills)

There is a long tail of underachievement within the NI labour force and this is an issue that needs to be tackled from the earliest stages of education.  In particular, literacy, numeracy and ICT skills must be firmly embedded during the early stages of education.

· DEL (Tertiary skills)

The NI skills base is one of the key attractions of our economy to Foreign Investors, particularly at tertiary level.  DEL is proactive in assessing and forecasting the skills requirements for the future and this work must continue.  Invest NI is working closely with DEL and we are increasing our level of collaboration, through capturing skills demands from client companies and designing fulfilment solutions with DEL.  No major issues have arisen, in relation to these collaborations, which would inhibit the delivery of the productivity goal.  

· DRD & DOE (Infrastructure and planning)

A modern and efficient infrastructure is required for the economy to grow.  Therefore the planning system and infrastructure investment plans have a key role.  

· DETI (Energy & telecoms infrastructure)

Energy costs have historically been higher in NI than other regions of the UK, negatively impacting on the competiveness of firms in the region.  Modern and efficient energy generation, distribution and regulation all have a role in increasing the competitiveness of NI.

However, NI has a competitive telecoms infrastructure, due to the proportion of the network that is made up of fibre optic cable, rather than copper, and competition in the market place as a result of being part of the UK market.  Projects being taken forward by DETI, such as project Kelvin and the Next Generation Networks, will serve to enhance telecoms provision in NI.
· DCAL (Support schemes re 2012 Olympics)
The respective roles of DETI/Invest NI and DCAL could usefully be more clearly defined in respect of the various forms of support available in relation to the 2012 Olympics.  There is currently a degree of parallel working by Invest NI and DCAL and therefore the potential for confusion in relation to the respective roles and responsibilities of these bodies.
· DARD 
DARD has been awarded c.Euro100m for rural development.  The definition of rural development is very broad and leads to DARD assisting rural companies on and off farm in sectors such as engineering, textiles and food.  Although Invest NI attempts to work in cooperation there is a real risk that we work to different ground rules, eg while Invest NI removed the grant element from the Start a Business Programme, DARD have allocated funds to the Local Action Groups who have a proposal to substitute rural development money in place of the grant which our evidence demonstrated was not required.   
· The recently announced Review of the number of NI Government Departments and MLAs is welcome.  While the outcome of this work should not be pre-judged, a reduction in, and a well designed streamlining of, NI Government Departments could be exceptionally beneficial to better government here.
Land / Property issues

· Without the availability and cost certainty of land and property, the economic viability of economic development projects can be critically challenged.  This issue has already been addressed in the response to 1(c) above;

· In working with DRD in the major review of the Regional Development Strategy a key issue has emerged in that robust baseline data on the supply and demand for industrial land (both office and manufacturing) is lacking.  This has presented difficulties in defending industrial land against redevelopment to non-industrial uses;

· Invest NI has provided input to the formulation of a number of Planning Policy Statements.  While PPS4 is most closely associated with Invest NI’s remit others, such as PPS5 Town Centres and PPS21 (formerly 14) Countryside, have significant impact on our clients and input has been provided accordingly; 

· It is critically important that emerging planning policies are flexible enough to allow for the changing needs of business and industry while strongly protecting NI’s industrial property base.  In this context, Invest NI would suggest that there is room for office type employment away from town centres;

· Invest NI is working with DETI in defining a process for prioritising Strategic Economically Significant projects.  The outcome of this work is intended to inform the future structure of the Planning system.

Productivity
Issues inhibiting the delivery of the productivity goal:

· There is a relatively poor understanding of the challenges around addressing productivity and the reality related to the timescales required in order to achieve the improvements needed;

· At the start of 2007 there were an estimated 132,000 businesses in NI, the vast majority (99.9%) of which are small and medium sized enterprises (SMEs);  

· Those businesses employing less than 250 people account for a greater proportion of private sector employment in NI compared to the UK as a whole - 81.4% and 59.2% respectively.  Only 111 companies in Northern Ireland employ more than 250 (of which only 77 are Invest NI clients).  

· The fact that relatively fewer people are employed in larger businesses inhibits the ability to close the productivity gap, since these businesses generally are more productive and pay higher levels of wages and salaries;

· The sectoral composition of the NI business stock also acts as a constraint i.e. there are relatively fewer NI businesses operating in higher value sectors.  This is recognised within Invest NI’s Corporate Plan which presents a number of Pathways to Growth – a conceptual framework leading to higher levels of productivity growth;

· Low levels of education attainment and skills are reflected in higher 

rates of economic inactivity.

(g) Consider the optimal way by which the Minister of Enterprise, Trade and Investment engages with key stakeholders on economic development issues;

Invest NI response:
· There continues to be inadequate understanding, throughout the business community and wider stakeholders, of when and why government should intervene in economic development, and the associated policy rationale re displacement and additional benefit to the economy (which is not achieved by assisting companies demonstrating a purely local market focus);
· This is despite the Minister’s chairing of the Economic Development Forum which seeks to provide an advisory function representing the views of a broad spread of business and related interests and through which the Minister pursues a proactive engagement with the business community;

· While Invest NI is represented on the EDF and uses this role to input to the advice being provided to the Minister, the Agency supports the view of the Business Alliance in that it does not believe the EDF to be of sufficient benefit to merit its retention ;

· However, there are also too many other informal groupings, lacking  either formal powers or responsibilities, which also seek to exert influence at this level, often in relation to single or narrowly defined issues;

· This results in mixed and often conflicting messages, leading to a lack of focus on the key economic development issues to be addressed;
· In the Board’s opinion the Minister should consider more focused and regular meetings with the Business Alliance and other key Stakeholders to discuss economic development issues and priority actions.
(h) Consider whether any improvements could be made to DETI and Invest NI’s working links within the NI Executive and on an east/west and north/south basis; and

Invest NI response:


External relationships

· In the past, Invest NI has had formal meetings with the Boards of Enterprise Ireland, and the IDA;

· With Enterprise Ireland, we have developed significant cooperation at both strategic and operational levels – the introduction of the Innovation Voucher Scheme and shared access of client companies in either jurisdiction to trade and export activities are key examples;

· While our relationship with the IDA is understandable more competitive, we have achieved useful practical cooperation through sharing research and in relation to the promotion of the North West Virtual Cross Border Business Park;

· This is a flagship cross-border collaboration between Invest NI and the IDA.  It includes high specification property provision in both Letterkenny and Londonderry, improved cross border telecommunications and IT linkages, and a skills development programme all supported by promotional materials to market the Zone to external and internal investors;
· We also work closely with InterTradeIreland on a number of cooperative ventures including detailed research on Venture Capital and networks, and have jointly organised major conferences including an international event on Networks and Clusters held at Farmleigh, in Phoenix Park;

· Invest NI works closely with UKTI particularly in the area of Trade and this has been extremely beneficial to Northern Ireland Businesses.

· However in respect of FDI there has been only limited success with virtually no referrals emanating from the relationship.

· There has been regular interface with UKTI at Executive level since Invest NI’s conception.

· On an East-West basis, the Board maintains appropriate levels of contact with the RDAs.  At operational level, there is regular contact with the Scottish and Welsh administrations in relation to R&D and Enterprise.  We also periodically pursue ‘lessons learned’ with appropriate bodies, through sharing appropriate research with them and on areas of common interest, such as programme development and good practice issues;
· In respect of our formal relationship with UKTI, our experience has been that this has proved very useful in Trade terms, although less so where investment issues are concerned;  

· The Chairmen and Client Executives of IDA, Enterprise Ireland and Invest NI have met regularly to exchange ideas and to explore opportunities for collaboration.

· It has been agreed that Invest NI and IDA are in competition and consequently there are no real collaborative efforts.  In fact, IDA has openly targeted Invest NI clients to relocate in the Republic.

· However the relationship with Enterprise Ireland is excellent and it was agreed that we would collaborate actively in the following areas:-

· Trade

· R & D and Innovation

· Scaleability projects/ experience

· Management Development and leadership
Internal relationships
· To date, Invest NI has had a somewhat limited interface with the ETI Committee as the majority of briefings on economic issues have been undertaken by DETI;

· However, Invest NI is keen to take a more proactive role in briefing the Committee on matters within its remit;

· At Invest NI’s invitation, the Committee visited our HQ building during 2008 and were given a comprehensive presentation on our activities and performance;

· We are proposing to offer the Committee further, and more regular, briefings on matters falling within Invest NI’s direct responsibility.
(i) The sub-regional distribution of inward investment and other support measures to indigenous businesses, and the effectiveness of policy in encouraging the location of investment.

Invest NI response:
· Many of the issues of imbalance are historical or related to infrastructure;

· While Invest NI cannot ‘direct’ investment to a particular location, nevertheless it has achieved some success in supporting projects in the West and in areas of deprivation;
Invest NI performance – East / West
Despite the constraints on our ability to influence the location of investment decisions the following points demonstrate a balanced approach towards business development relative to the population in areas to the West and East of Northern Ireland, as indicated by the following points:

· The amount offered per head of adult population was only marginally higher in the West (£518), compared to the East (£512);

· The amount of investment per head planned by assisted projects was 14% higher in the West (£2,614) than the East (£2,298);

· The amount of inward investment per head was 39% higher in the West (£1,203) than the East (£865);
· Areas to the West of Northern Ireland (181 per 10,000 population) generally have higher start-up rates than those in the East (120 per 10,000).
· A considerable amount of detailed information on this issue has been provided to the Review Panel and Stakeholders through the published Performance Report. 

� The analysis is restricted to those businesses which have received more than £250k in the last 10 years or £25k in the last 5 years.


� Contact centres included in sales per employee calculations are profit centres. Cost centres, however do not generate any sales and are excluded from these calculations. 


� Invest NI 2002/03 figures are benchmarked against ASHE 2003, 2003/04 against ASHE 2004, etc.


� This group of businesses excludes companies which did not proceed with their investment and those businesses for which performance information was unavailable.


� European Innovation Scorecard 2006, Comparative Analysis of Innovation Performance, Pro Inno Europe Innometrics.





