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    27 February 2009

Dear Professor Barnett

Re: INDEPENDENT REVIEW OF ECONOMIC POLICY (DEPARTMENT OF ENTERPRISE, TRADE AND INVESTMENT/INVEST NORTHERN IRELAND)

The Federation of Small Businesses is Northern Ireland’s largest business organisation with 8000 members, drawn from across all sectors of industry, and over 210,000 members throughout the UK.

The Federation lobbies decision makers to create a better business environment and welcomes this opportunity to input into the review on economic policy in Northern Ireland.

The FSB welcomes this review of economic policy under the remit of DETI and Invest NI, but must express some concern regarding the consultation timetable.  Although the Review was announced by the Minister for Enterprise, Trade and Investment on 1 December 2008, and the Terms of Reference tabled at the Economic Development Forum’s plenary meeting on 4 December, the call for evidence was not issued until 30 January 2009 and provided only a 4 week period for submissions. We would welcome the opportunity for further engagement and greater time to consider the impact of and linkages with other major policy issues, such as the public procurement process, as well as the interdependence of this review with the draft Enterprise Strategy (on which consultation is now postponed pending the outcome of this Review), the long awaited review of the Regional Economic Strategy, and individual initiatives such as the Start a Business Programme (which we understand is also the subject of a current review).

In addition, although the Terms of Reference for this Independent Review of Economic Policy do not include the consideration of short-term measures to address the current economic downturn, global economic events and experiences will inevitably have an impact on medium and longer term development plans.
Nevertheless, we trust that you will find the attached comments helpful and that they will be taken into consideration. The FSB is willing for this submission to be placed in the public domain. We would appreciate being kept apprised of further developments.

Regards

Wilfred Mitchell OBE

Northern Ireland Policy Chairman

Introduction

A dynamic economy is paramount to a vibrant society, and the FSB welcomed the NI Executive’s commitment to “Grow a dynamic, innovative economy” as its top priority in the Programme for Government.  Small businesses make up 98% of all business in Northern Ireland, and while 95% of those businesses employ fewer than 10 people, SMEs account for over 50% of all employment in Northern Ireland.
  Clearly, small businesses provide the backbone of the local economy and have a vital role in contributing to employment opportunities. 

We were disappointed, therefore, that only one of the PSA objectives specifically mentions Small and Medium sized Enterprises, despite the recognition in the Programme for Government of the essential contribution of this sector in the economy.  PSA 11, Objective 4 includes the proposed action to “increase access to public sector procurement opportunities for SMEs and Social Economy Enterprises”, with the target of having “appropriate systems in place by 30 September 2008 to allow SMEs and SEEs to opportunities for doing business with public sector organisations.”  The FSB is pleased to be currently engaging with the Committee for Finance and Personnel in relation to this PSA. 

Role of Invest NI
This review offers the opportunity to define the future role and remit of Invest NI. There is an argument that given its focus on export-related businesses and attracting Foreign Direct Investment, it should become solely committed to this area and allow the enterprise programmes such as ‘Go for It’ to be delegated to enhanced Economic Development Units within the new district council structures being created as part of the Review of Public Administration.
Small businesses want clarity. There is currently a bewildering range of programmes and outlets for economic assistance, each offering advice and support –– the nibusinessinfo website goes somewhat to meeting this need but there needs to be in place a well-defined ‘local’ (district council boundary) one-stop advice portal for local businesses. 
Both of the current DETI and Invest NI Corporate Plans lack focus on assistance for SMEs, which illustrates an institutional lack of support for SMEs. This is a major concern in light of the economic downturn, which has effectively eroded prospects for large scale Foreign Direct Investment projects for the foreseeable future. 
It is clear that as necessity, various programmes have been introduced to assist SMEs, and it was especially welcome that the ‘credit crunch’ programme was widened to take in non-INI clients. However the FSB believes that the indigenous SME sector should be a priority for DETI/INI initiatives in the good times, as well as the bad.
While we welcome plans to increase business productivity, attract inward investment, and encourage growth and export potential, which will in turn produce a favourable economic environment and stimulate small business activity, we are concerned that the majority of small, local, indigenous businesses in Northern Ireland will be left without sustained support while Invest NI shifts its sectoral focus towards Foreign Direct Investment.  
We recognise that development in these areas is essential to economic growth in the region, but we would urge Invest NI to consider greater practical measures to encourage the expansion and development of local business, as an essential source of employment and potential stimulator of regeneration and tackling deprivation. In an FSB survey of 2700 members in May 2007
, 53% of respondents said that there is a need to remove the existing bias towards big business from all government support services.
Small businesses must have access to practical support, both advisory and financial, as well as improved guidance on compliance with regulation and legislation.  In particular, as well as the basic advice and support available to new start-ups through Invest NI’s Start a Business programme, the FSB wishes to see greater level of business support for small businesses in the ‘second’ stage of growth – after start-up and while they do not qualify to become an INI client by having sales in excess of £100,000 or exporting. 
Too few SMEs are Invest NI clients, and there is a need to identify those with potential and give them the confidence to expand into the UK, Ireland, Europe and internationally.  
The growing range of programmes and courses specifically aimed at SMEs are welcome. These afford owners/managers to develop in a flexible manner, there have been concerns raised by some members that they are confused by which is best and most relevant. This is difficult to overcome but a listing system building on the successful nibusinessinfo website ‘online events planner’.
Current Perceptions
The attitude of the wider SME sector towards Invest NI is broadly negative at the current time. 

The current structure of INI is viewed as personifying the risk averse culture in the public sector in Northern Ireland. Many compare it negatively with the more ‘deal making, opportunistic’ approach displayed by its counterparts in the IDA. Whilst this model has risks there is clearly a need for a more entrepreneurial spirit to be adopted by those responsible for economic development in Northern Ireland, and a greater willingness to work in partnership with private companies to ‘blur the edges’ between the public and private sectors.
A perception change is needed to improve confidence and make Invest NI more relevant to many indigenous businesses.
Governance and Strategic Overview
There are many strands to economic development at present – all with their own brands, steering groups, mission statements etc. In this new era there should to be a central overarching body responsible for indigenous business policy and current/prospective FDI. 
If Invest NI is to retain its wider remit, it should become an overarching entity with clear lines of responsibility. For example, the INI ‘brand’ attached to specific core strategic business units; INI Export, INI R&D, INI Start Up, INI Small Business etc - interconnected units with clear purpose and which are user friendly.

There is no enthusiasm for the creation of new governance structures such working groups/committees/stakeholder groups within INI to improve the SME voice. 
The current EDF is a sufficient forum for stakeholder groups to interact with Government Ministers and officials, whilst ad-hoc partnerships is most effective model for tailored programme delivery. 
The phrase ‘Northern Ireland used to launch ships, now it launches strategies’ has been used many times. It is a widely held view in the business sector. With this in mind, there is an overwhelming desire for immediate action to rectify weaknesses that are repeatedly highlighted.
FSB Member Comments
When consulting with members, very mixed responses have been received. However there is a broad perception that INI is concerned only with those businesses capable of entering/expanding in the export market, with little interest in those restricted to a local trading base. 
The following points have also been frequently been raised;
· if a business is considering expansion or relocation, and has the choice of dealing with either Invest  NI or IDA in the south of Ireland, the latter is frequently chosen as it is viewed as more forward thinking and flexible in its approach

· there are mixed responses as to the quality and effectiveness of Client Executive’s working with businesses

· the amount of application paperwork involved in accessing Invest NI support is considered excessive – one member recently stated: ‘things went well, however there is too much paperwork and hoops to jump through. They were helpful but felt I was wasting time filling in forms and not being able to get on with developing my ideas’
· the training courses provided for start up businesses were deemed to be good quality but very generalised in content, failing to take into account the different needs of businesses from very different sectors and levels of expertise amongst applicants
Two-thirds (66%) of Northern Ireland respondents to the FSB’s biannual survey in 2006
 said they planned to grow in the next two years.  It is vital that they receive the encouragement and assistance they need to achieve their ambitions.
The FSB welcomed Invest NI’s proposal to work with DETI to develop an Enterprise Framework which “will recognise the importance of micro-businesses to our economy and help set the direction of an Enterprise Strategy which will enable Invest NI, over time, to concentrate its efforts on innovative entrepreneurship and growing existing small businesses with an export focus.” We are aware that much work on the development of a new Enterprise Strategy has been undertaken, but that this has been suspended pending the outcome of this Review. With small businesses struggling with cash-flow and access to finance and credit, and measures to support small businesses are urgently needed. Business owners cannot wait for the machinery of government to grind towards a practical support programme.
Further to Minister Foster’s announcement on 31 March 2008 in relation to local government reform, we note that the Start a Business programme and programmes intended to target specific groups such as women, young people and social enterprise, are to be transferred to local government. However there are concerns that there are suggestions that there may be a fall back from this position and urge that this commitment is maintained as the starting block towards the enhanced local government already outlined.
Inter-departmental Partnerships and Relationships
The FSB is concerned that given the range of devolved government departments playing a role in various aspects of economic development in Northern Ireland, there must a sustained, strategic approach in the delivery of business-related programmes. Due to the complex division of many closely related functions between government departments in Northern Ireland, there is a constant danger of drivers behind economic development standing alone, away from the necessity of ‘joined up government’. For example, the announcement by the Department of Employment and Learning for the launch of a ‘buddy programme’ for SMEs from mid-2009 is welcome; however it must be marketed effectively in co-ordination with Invest NI / DETI programmes to avoid duplication and complication as to who those small businesses which express an interest in participating should liaise with.
Likewise, critical issues such as planning reform, the development of green technology and rural business support all interlink and there must be clear lines of co-operation to maximise the benefits as part of the wider economic strategy. 
Local Government Responsibilities
Reference has already been made to the potential within local government economic development units. Local Economic Development Units report that the greatest obstacles to delivering economic programmes at present are the cost of programme participation and the ‘fear of losing control’ when accepting government assistance. 

A greater role for this area of government in developing local economic policy may have the potential to ensure programmes and assistance are delivered to those to whom they are most relevant. Encouraging this local approach will provide a greater ability to encourage an ‘open door approach’, with the department providing strategic leadership. 

Monitoring Performance
There has been a significant rise in economic surveys and questionnaires emanating from both the public and private sector, as the desire to gauge confidence and intentions has moved increasingly to the fore. The FSB is concerned that there have been occasions when radically different results have been produced, creating unnecessary confusion in the marketplace and possibly resulting in a drop in confidence.
Whilst the DETI bulletins are comprehensive and authoritive, it would be desirable to add further weight by encompassing wider economic measures such as the performance of specific Invest NI programmes and economic-specific issues coming under the authority of other departments, for example, skills performance figures. This would create an over arching authoritive document as a ‘one-stop’ indicator of Northern Ireland economic performance. Invest NI performance date should focus on ‘assistance awarded’ rather than ‘assistance offered’.
Northern Ireland Regional Innovation Strategy
The NIRIS is a model of public and private sector working effectively together to target a core policy area. DETI, working in close partnership with individual businesses and the collective business organisations have produced an action plan which holds stakeholders to account – preset targets matched against delivery, with the intention of keeping the innovation issue at the forefront of the business agenda. During the current difficult economic times this has proved fortuitous.
Sectoral Assistance 
Clearly, there is a current requirement to take measures to assist the construction sector, as private projects fall away. Public sector investment projects must be accelerated with due regard given to the role of SMEs in implementing these.  A large proportion of workers in the building trade are self-employed, a statistic which is often overlooked when talking about job losses.
Action is essential to reinvigorate the manufacturing sector in Northern Ireland, to produce a sound and steady base for future employment and productivity. SMEs in this sector must be encouraged to retain their confidence at this current time, to maintain employment levels, and to innovate with new products and processes. 
However, Northen Ireland’s major attraction is now as a knowledge-based economy with a highly educated and skilled labour force. It will be vital not only to ensure relevantly skilled personnel are available, but also to develop industry in the areas identified by the MATRIX panel – while these are areas in which Northern Ireland has the potential to become a centre of excellence, this will not happen without clear focus, encouragement and assistance, not to mention the clear requirement to ensure the availability of the necessary technological and scientific skills.

There is also concern about the independent retail sector in Northern Ireland, a significant employer and economic generator. This sector is undergoing major difficulties in competing with large, multiple retailers, difficulties with planning issues and the overall downturn in trade due to economic difficulties. The FSB believes that a structured programme to assist this sector should be developed.
The role played by local government, such as that embodied in the Newtownards Road 2012 scheme (Belfast City Council), is an example to follow. Building on this, 
the FSB has previously researched the Boston Main Streets programme and suggested it as a model towards economic regeneration, with public and private sector playing a joint role in redeveloping economic landscapes.
Conclusion
The basis for future economic policy in Northern Ireland will be heavily influenced by the needs to bring the province through the current economic downturn and ensuring that the structures are in place to meet the challenges of the future;

It is essential that DETI takes the lead, by ensuring, working with other departments, that business survival rates are maximised, and as consequence minimising job losses. Those who find themselves in this situation must be able to access quality education programmes to retrain and advance their skills.

This document has highlighted that SMEs will continue to be the central plank in economic development in Northern Ireland for the foreseeable future. 

With this in mind this small businesses must be at the centre of economic policy – there must be a realisation that whilst FDI is desirable, the turbulent economic circumstances mean that the  commercial landscape may be very different in coming years, with global factors deterring those who would previously have considered Northern Ireland as a prime investment location.
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