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Introduction

The Institute of Directors welcomes the opportunity to contribute to review of economic development policies and programmes of the Department for Enterprise Trade & Investment and Invest Northern Ireland.  

Below are our comments on the questions posed by the Review Team.
1. The current and forecasted performance of the Northern Ireland economy, relative to other regions with access to similar policy instruments, programmes and resources

Many reports on the performance of our economy have been produced of late that will undoubtedly provide information for the review team’s consideration, and we do not have the statistics to compare Northern Ireland’s performance with that of other regions.  We would, however, reiterate the issue of the economy being overly reliant on the public sector.  Whilst this imbalance may, in the short term, cushion Northern Ireland from the worst of the recession, it is not sustainable in the long term.  We have not called for a reduction in the size of the public sector per se but have rather argued that the public sector must ‘make room’ for the private sector to grow.

2. Current DETI/Invest NI policies and programmes, with an assessment of their effectiveness in stimulating productivity improvements, particularly within manufacturing and private services

Even before the credit crunch struck, our members had made the point that our economy was in need of a step change and that INI had a key role to play in both leading and supporting that change.  It is, therefore, shocking to members that the INI budget is underspent.  

Having made submissions to the consultations on various DETI and INI corporate plans, we appreciate that both organisations have a clear focus on innovation, R&D and business improvement, which is vitally important if Northern Ireland businesses are survive the recession and emerge ready for competition when the global economy begins its recovery.
Members feel that the current policies have been effective to date although it might be argued that more ambitious targets could have been set.  Business productivity has been improved and the fact that many firms are reporting new contracts and products during the downturn bears testimony to the efforts that have been made whether the improvements can be directly attributed to government policies or not.


There are still concerns about the speed and bureaucracy of decision-making, particularly in sectors where the business environment is fast moving and investment decisions have a very short lead-in time. 

In general, IoD members report that INI is more responsive, that the calibre of client executives is improving and that client liaison in good in most sectors.  We were encouraged by the speedy and proactive response of INI to the credit crunch and the fact that they quickly opened their advisory seminars beyond the INI client base.

3. 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

During the downturn, Northern Ireland must take action to address any underlying problems in the economy so that we can emerge from the recession in a position of strength.


The adaptability and availability of a skilled workforce is increasingly the key to sustainable growth.  INI must be locked into the other government departments in relation to skills development for both indigenous companies and FDI, particularly DE, DEL and DARD, and with the Planning Service, which is perceived by many to be a block on investment and growth.  

Implementing the recommendations of the MATRIX report is seen by IoD members as a priority.  A considerable amount of work went into its production and the report should be used to direct our economy into the future.  Linkages between DETI, INI, DEL and DE are vital to ensuring that we have the skills available for the businesses that will develop and be created if the government is committed to the MATRIX recommendations and adequately resources their implementation.

The Institute recognises that government has been taking account of submissions from business over the past few years and that much action has been taken to stimulate growth and productivity.  IoD members would wish to see further and increased resources allocated to support R&D, innovation, and skills development (including management and leadership skills).

In relation to budget underspend, as mentioned above, we would like to see more flexibility built into budgets to allow money to be allocated where INI and DETI see a real need.


We also feel there is scope for the public sector to contribute to private sector growth through procurement and outsourcing.  Attempts have been made to address the difficulties that local firms have in accessing public procurement opportunities, but IoD members would like to see more done to make it easier for local SMEs to compete for public contracts.  Whilst the problems around outsourcing are well known, it must surely be recognised by public servants and unions that demands for public sector efficiency and the need to grow the private sector require more consideration of the possibilities for delivery of public services by the private sector, where such delivery can be shown to provide greater value for money.
4. How NI can further attract value added FDI and promote domestic investment

IoD members aspire to creating a Northern Ireland economy that is renowned in 10-20 years’ time for its excellence in specific areas of knowledge/technology.  The MATRIX report has identified a number of sectors in which NI can become world class and the Institute would urge the government proactively to support the development of the businesses in these sectors, whether the companies are indigenous or FDI.  

INI should seek advice and input from people with world class credentials in these sectors whether from within or outside Northern Ireland; people who can spot trends well in advance and feed into our economic development activity.  The business community in NI should also be seen by INI client executives and management as a source of market trend information.


Although energy/sustainability was not covered by the first MATRIX report, it is one sector where Northern Ireland could take a lead – we are well placed to exploit the trend from globalisation to localisation.


In relation to these sectors in particular, INI should aim to minimise bureaucracy, take risks and stick with this approach for the long-term.  

To bring in more FDI and grow indigenous firms, further investment needs to be made in providing an environment that will be attractive in comparison with other competing regions.  This will include investing further in R&D, in the infrastructure for communications and transport, and in reducing energy and waste costs. 

Indigenous firms should be agile and responsive to cope with changing global conditions.  Incentives should encourage manufacturing businesses to transform themselves with initiatives such as lean manufacturing to increase productivity and the ability to deliver solutions to customers while maintaining profitability.  

5. Review and advise on the structure and remit of Invest NI and the existing governance arrangements between DETI, DFP and Invest NI

INI’s efforts are, unsurprisingly, focussed on supporting companies with export potential, however, in an effort to rebalance the economy in favour of the private sector, the Institute sees the need for Invest to undertake work with companies that may not currently have export potential but could be developed to undertake more of the work on behalf of the public sector here.  This might ultimately result in such firms being able to take on other public sector work outside the province.
Members believe that appraisal for funding proposals should be carried out once rather than be passed upwards from INI for further appraisal.

Responsibility for different aspects of economic policy lies in a number of departments – DETI, DFP and the Economic Policy Unit of OFMDFM.  In IoD’s view, all government departments have a role to play in contributing to economic growth, whether through outsourcing, procurement, exploitation of R&D or by considering the economic implications of their decision making.  What is not clear, is who has the ultimate responsibility for economic policy?  This is an issue that needs to be resolved.
INI has a wide remit and consideration should be given to locating it within OFMDFM to ensure that it can coordinate its activities across all government departments.
6. 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)
· Planning is seen as a key obstacle to investment.  The Institute has made numerous submissions to the Environment Minister, Planning Service and the Performance & Delivery Efficiency Unit citing, in particular, the culture within Planning Service as one which allocates more weight to environmental considerations than to economic factors.  We believe that until the culture in Planning Service changes radically, it will continue to inhibit economic development and thereby impact on productivity.

· Skills development is crucial to securing the future of the Northern Ireland economy.  DEL have taken steps to address skills needs, including funding for PhDs, conversion courses, apprenticeships, STEM subjects and management & leadership development.  We support the Department’s initiatives but would urge continuing funding rather than short-term measures.  DEL’s activities must also be linked to the MATRIX recommendations.
· Links between DEL and INI must be close to allow intelligence about skills needs and developments in different sectors to pass between the two.  

· Similarly close links are required between INI and the Planning Service to ensure that the economic priority is taken into account in planning decisions.

· Under the new local government arrangements, local economic development will transfer to councils.  There is a requirement for more clarity as to how this hand over will be achieved and managed and we would be concerned about the disconnect between INI and the councils and any implications for funding business start ups and growth.

7. Consider the optimal way by which the Minister of Enterprise, Trade and Investment engages with key stakeholders on economic development issues

The Institute welcomes the Minister’s involvement in the Economic Development Forum, which provides a regular arena for engagement on economic issues, bringing together, as it does, three government departments and the social partners.  We do, however, feel that the Forum is too large a body to provide meaningful advice to the Minister from business.  


Each of the business bodies has meetings with the Minister when there is a specific issue they wish to address, however since the main bodies meet regularly as the Business Alliance (IoD, CBI, NI Chamber plus the Centre for Competitiveness), it might be appropriate for regular meetings to be held with the Minister – perhaps twice a year.

In our call for a champion for the economy, the Institute has – as part of a Business Alliance proposal – suggested the establishment of a small group of secondees from the public and private sector with the remit to ensure that government decisions are economy proofed and that all departments keep the economy as a priority.  This group could advise the Minister.

The Institute has also met with the Minister’s economic advisor and has found this engagement to be very useful.
8.    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

The Institute supports joined-up government and links should be strengthened with the Department for Regional Development especially with regard to the ‘Shaping our Future’ Regional Development Strategy, which will set out the strategic and long term perspective on the future direction for Northern Ireland up to 2025. This strategy includes Economic Development across Northern Ireland, looking at a spatial strategy and balanced regional development. The objectives in this strategy should be incorporated into the planning of DETI and Invest NI to ensure that all parts of government are working towards the same goals.
9.  
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
     
The choice of location of business should not be determined by government but rather left to the decision of the businesses themselves.  Clearly government can contribute by making the environment more attractive to start up businesses, growing businesses and FDI, but we do not believe that past experience has demonstrated particular success in attracting business to areas outside the main conurbations. As detailed in our response to question 8, by linking in with the Shaping our Future Regional Development Strategy, Invest NI and DETI should be supporting the objectives from this strategy and considering the support that will be required to meet the objectives and make areas other than the main conurbations more attractive to economic investment. 

The support for business start ups through the local enterprise agencies has been      successful although members feel that more support for training and mentoring would      enhance the success rate of fledgling businesses.  
10.   
Assess the challenging nature of the economic goals/targets contained in the         Programme for Government and, where appropriate, recommend any change.

        
The Institute believes that the objectives of the Programme for Government are still valid however in light of the current economic downturn, the targets themselves are largely meaningless.  
       
In our view the Executive should press on with its objectives, setting new targets and,         more importantly, setting milestones against which progress on the targets can be        assessed.  

        
The achievement of economic goals is not simply the responsibility of DETI and INI, all           government departments have a role to play.  The IoD would like to see the appointment of a ‘champion’ for the economy with the remit of ensuring that all departments are committed to putting the economy at the centre of the Programme for Government, that they back up this commitment by action and that all government decision making is economy proofed to ensure that nothing is done to adversely impact on the economic wellbeing of Northern Ireland and wherever possible that decisions have a positive impact.
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