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1. The terms of reference for this review highlight the effectiveness of the policies and programmes of DETI/INI (Department of Enterprise Trade and Investment/Invest Northern Ireland).  Behind these policies lies the Programme for Government, which says:

“A successful economy is characterised by high productivity, a highly skilled and flexible workforce and employment growth.”

2. Similarly the Lisbon Strategy, to which the United Kingdom and the Republic of Ireland are party along with the other member states of the European Union was re-focused in 2005 on growth and employment, with 3 dimensions (economic, social and environment).  Unfortunately the twin aims of growth and jobs are not always evident in the policies and programmes of DETI/INI.
3. In re-focusing the Lisbon strategy in 2005, the Heads of EU Governments urged the setting up of "an interactive network of civil society organisations aimed at promoting the implementation of the strategy".  In line with this objective we welcome the decision to set up a cross sector advisory forum so that the social partners, the community and voluntary sector and farming interests are engaged in a more meaningful way in contributing to economic, social and environmental issues.  To become fully effective this Forum needs to have its own dedicated resources.
4. The Lisbon Strategy makes it clear that growth is not an end in itself and the Programme for Government sees growth as a means “to enhance the quality of life, reduce poverty and disadvantage, increase wealth, health and wellbeing and build stronger, more sustainable and empowered communities".  Public Service Agreements (PSAs) are the means by which the NI Executive seeks to achieve its aims.  PSA No's 1 and 3 are particularly relevant to this economic review.
5. The linkage between productivity and employment is made in Public Service Agreement (PSA) 3 adopted by DETI.  The measure of relative productivity is with UK regions (excluding London and the Greater South East of England).  PSA 1 acknowledges that our private sector is not only too small, but is also skewed towards lower value added sectors and recognises that higher paid employment is needed to achieve the productivity target.  Despite our changed economic circumstances these PSA aims remain valid
6. The mission statement of INI refers to growth with no explicit reference to employment. Its mission statement does therefore need to be revised so that employment, which has assumed greater significance over recent months, is clearly seen to be the critical element in its reason for existence.
7. In INI’s objectives there is a surprising absence of any reference to employment, save for a mention of skill levels.  While driving up the skill levels of our workforce and those out of employment is essential, in the new economic climate that we are experiencing the use of public funds must be more clearly geared to projects that not only generate growth, but also quality employment.  Therefore employment should be explicitly factored into the objectives for INI.
8. Under PSA 1 the aim is to ensure that 70% of FDI projects are located within 10 miles of an area of economic disadvantage.  This aim is too primitive. Because many workers drawn to such projects will not come from disadvantaged areas.  A more sophisticated approach is called for.  There should be an obligation on any project, assisted from public, to have in its workforce a proportion of people from disadvantaged areas.
9. In furtherance of PSA 3 the DETI has declared that it will lead on the development of a new social economy policy.  The Department mentions that it will work with local authorities on the transfer of a range of business support activities.  While these plans are welcome we believe that there should be a policy of more active engagement with local government across the whole range of DETI/INI activities.  This grass roots involvement will be essential if location policy for economic development is to be fully realised.  Consultation with the social partners on the new social economy policy should be the business of the Cross Sector Advisory Forum (see paragraph 3 above).

10. While the Review looks to the medium and longer term, rather than the immediate economic downturn, the effects of the current situation will influence at least the medium term.  The most optimistic forecasts are that the economy will start to pick up in the 3rd quarter of 2009, but the more pessimistic are forecasting 2012 before there is sustained recovery.  The latter view has influenced the proposals in this paper.
11. The shape of the economy in the medium term is likely to be significantly different from that experienced in the years up to 2007.  As the structure of the global economy is changing, the sectoral approach of DETI/INI has to be reviewed.
12. While the emphasis on manufacturing and tradeable services should continue, the approach needs to be more finely honed.  Niches should be sought in products and services that are environmentally friendly.
13. In the case of manufacturing we should seek to exploit changes in regulatory frameworks, such as those deriving from policies agreed at the European level.  For example the changes in type approval for motor vehicles.  However as the demand for motor vehicles is not expected to return to recent levels for a considerable period the case for giving public support to new projects involving automotive products is questionable.  An exception would be products linked to the development of public transport, because they will assume greater importance in the future.
14. In the tradeable services area the focus in the past has been on financial services, but in the short to medium term it is a declining sector.  Once again targets need to be carefully chosen so that they are in expanding niches. On the one hand there is the possibility of more impetus behind the use of electronic money or pre-payment cards, because they are accessible to the unbanked or under-banked, such as young people, senior citizens, people with disabilities and migrant workers.  We may be well placed to become involved in the market for those products, such as travel money cards, because of the 20 European organisations accredited to provide pre-payment cards 15 are in the UK.  On the other hand middle and back office facilities in financial services are sometimes in the category of lower added value and do not contribute to our aim of raising our productivity.  There is also the likelihood that those at the lower end of the value added spectrum are providing services, which can be more easily off-shored or which can become redundant as systems are made more friendly for customers to use directly.
15. If we are to attract more quality office based services we should review the office infrastructure outside Belfast.  A property report carried out by the University of Ulster shows that outside Belfast only Londonderry currently has the capacity to sustain large offices.
16. While the focus on research and development (R & D) should continue, the targets need to be refined.  A continued emphasis on life and health sciences and agri-food is justifiable but consideration should be given to areas which will assume greater importance in the future, such as the environment, public transport and renewable energy.  In the field of energy co-operation on a North/South basis is essential as it would bring critical mass that is often needed for successful R & D.
17. A greater exchange of researchers is a pre-requisite for successful R&D. Therefore incentives, such as grants and sabbaticals, should be available for researchers, so that we can attract and retain researchers of international standing.  

18. Given that technology transfer is vital incentives for the creation of Technology Transfer Officers should be considered along with widening the scope of the Knowledge Transfer Partnership run by INI.  The possibility of using the funds available under the EU 7th R & D programme for these incentives should be explored.

19. A radical examination of the provision of state aid to industry is called for given our changed economic circumstances.  Among other things it should take account of the relaxations on the use of state aid permitted by the European Commission.
20. Pending the review of state aid, relief from the regional and local rates should be conditional on the contribution which the enterprise is making to economic development by driving up our productivity or to environmental policy by using energy efficient measures.
21.
Although in the short term every effort should be made to stimulate the construction industry through re-profiling the capital programmes of all public authorities and through a renewed programme of social housing, it is unlikely, for a variety of reasons, that we shall return even in the medium term to the volume of transactions in the private housing market experienced in 2006/07.  Consequently the use of public funds should be carefully targeted in areas such as construction products and architectural and other professional services with a concentration on environmentally friendly construction products and services. 

22. The volume of transactions is more important for the economy than the price of housing, because it drives the demand for soft furnishing, furniture, flooring, white goods, etc.  As the volumes in these products and services will possibly persist at lower levels, the case for any public assistance needs to be carefully assessed.
23. In the new economic climate it would be intolerable if limited public funds were used to assist companies with outsourcing or off-shoring, especially if it entailed the loss of jobs in Northern Ireland.  Similarly the economics of Public Private Partnerships have altered significantly and their impact on jobs and productivity should be re-examined.
24. While any development of tourism is welcome the justification for the use of public funds is not always evident.  There is a consensus on the aim of raising our productivity by creating more highly paid employment.  Unfortunately parts of the tourism industry are characterised by lower productivity and lower pay.  Therefore scare public funds should be used in the tourism sector only where it is demonstrable that the effect will be to raise our productivity in line with the objective in the Programme for Government.  For example for the 4 "signature" projects identified by DETI the return on the use of public funds has to be clearly shown.
25. The cost of energy and the security of energy supplies are critical factors.  A sizeable contribution to the resolution of energy issues could be made by the Single Electricity Market (SEM) for the island of Ireland, but the concept is underdeveloped and the potential benefits will not be realised unless there is a radical change of policy.  In particular the issue of dominance by 2 main players has to be tackled by devising an effective regulatory regime.

26. As mentioned earlier in this paper research on energy matters should be stepped up with the aim of achieving lower costs and increasing security of supply.
27. Because of the terms of reference for this Review relate primarily to DETI/INI the scope of this submission is confined to these 2 organisations.  However other government departments and public bodies are reviewing how their short term priorities can help to cope with the current economic downturn.  As these priorities emerge they may have an impact on DETI/INI.  We would therefore like to have the opportunity as this independent economic review proceeds to amplify our submission.
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