e. Review and advise on the structure and remit of Invest NI and the existing governance arrangements between DETI, DFP and Invest NI
DETI’s Corporate Plan 2002-2005 highlighted a new approach within economic development policy.  

“The establishment of Invest NI, and the clarification of the roles of DETI’s other agencies, will result in a radical new way of working.  There will be a clear division between policy development and service delivery.  The Department’s agencies will be listening posts for the economic concerns and needs of local businesses and consumers and will advise DETI as it determines policy”.  The Corporate plan also highlighted that DETI “will develop our role of setting the agenda for economic development policy in Northern Ireland”.
The corporate plan highlighted that Invest NI’s role was to deliver DETI’s policy.  In my personal view, having worked in DETI 2001-2002 & 2005-2007 and Invest NI 2002-2005, the step-change in policy development within DETI did not happen and DETI’s approach to economic development has been reactive to developments rather than setting the agenda. Despite the DETI Corporate Plan’s radical “New Approach” to economic development, DETI’s structures and staffing (in terms of economic development expertise)were largely unchanged.  DETI had become responsible for advising Invest NI on policy but did not have the structures (Branches / Divisions) or staff expertise to deliver this.  In effect, the economic development expertise largely rested with Invest NI and its legacy agencies. In hindsight, personnel from these legacy agencies with relevant expertise should have been housed in appropriate structures and roles to advise on economic development policy within DETI.  This did not happen and a lot of expert knowledge left the Invest NI / DETI sphere altogether.   

Against this background, Invest NI, particularly in relation to Selective Financial Assistance (SFA), has broadly operated in a policy vacuum since its inception. However, it is acknowledged that some resources were thrown at innovation and telecommunications development.  
The priority in DETI, during my tenure, was not policy development but audit and accountability. Senior management’s focus was on audit and accountability and meaningful policy development was either put on the back burner or progressed very slowly.  Economic policy development expertise also did not appear to be valued or sought after over the period 2002-2007. DETI had substantial economist resources over this period but again these were used for administrative functions and /or audit and accountability issues such as casework. These functions are largely duplicated between Invest NI / DETI and DFP for large cases.  Going forward, streamlining the casework process and the level of engagement with these three bodies could be minimised and this would free up resources to be used more efficiently and effectively elsewhere.  Invariably, cases would be presented to DFP for approval when in reality DETI should have been arguing whether the project was consistent with their policy. Addressing the absence of clear economic policy guidelines for what DETI / INI wants to / should support is needed. 
The 2002 corporate plan also put greater emphasis on economic research and evaluation to support economic policy development.  The delivery and publication of research from the Department has been very slow to date and the volume of research has been rather limited. Again, this is probably a reflection of the focus on the resource intensive audit and accountability and responding to briefing requests from the Assembly. The Annual Economic Bulletin was a useful publication providing useful information and analysis but this appears to have been discontinued.    

EPU? – If this is a review of economic development policy unit where does OFMDFM’s Economic Policy Unit fit into this?
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) 

 & g. Consider the optimal way by which the Minister of Enterprise, Trade & Investment engages with key stakeholders on economic development issues
The main problem here is that the “Minister for the Economy” contains only a small part of the key components of economic development with these being shared across a range of Departments and Bodies.  Therefore the optimal way that the Minister of Enterprise, Trade & Investment engages with stakeholders on economic development issues could be sub-optimal from the stakeholders viewpoint.  That is, stakeholders will then have to engage with DEL on employment issues, DoE on planning, DRD on infrastructure, and DSD on urban regeneration.  Overall, there are too many organisations tasked with delivering economic development and all stakeholders, particularly Government, would benefit from a review of the structures tasked with delivering the Executive’s No.1 priority.

The economy has been the Executive’s number one priority for the last year.  However, there appears to be limited visible change in the structures tasked to deliver this objective. Previous strategies, such as Strategy 2010, highlighted that aspects of economic development had become fragmented and were in need of greater co-ordination and rationalisation. This led to some rationalisation, notably the setting up of a single economic development agency - Invest Northern Ireland (INI). While important synergies have been gained from this merger, economic development is much broader than INI.  The increased number of departments, following the implementation of the Good Friday Agreement, has actually led to further fragmentation and has made it increasingly difficult for Northern Ireland’s economic development orchestra to create the right music which is to the business community’s liking.

While the sheet music has been agreed (the Programme for Government- PfG), the performance is being hampered as different sections of economic development (enterprise, employment, urban regeneration, planning, investment strategy and overall economic strategy) all fall under separate departments. Navigating through economic issues which invariably transcend departmental boundaries is an unenviable task that has spawned a proliferation of inter-departmental working.  This is a feature that is more marked in NI than in any other UK region.  As a result, an increasing amount of resources are being skewed towards administering economic development. In effect, the Executive has inherited a structure that was created for political reasons but is not designed to deliver their PfG priority.  This needs to be rectified quickly to ensure a rapid move from positive economic messaging to positive economic action. 
Reviewing the number of Departments by 2011 is highlighted in the PfG. However, waiting until then is delaying the realisation of substantial efficiency gains alongside creating a more coherent and effective structure for delivering on economic development now. If the economy is the priority then it is vital that the Executive focuses on re-configuring its economic orchestra with a smaller number of talented musicians and fewer conductors to deliver on this commitment.  The centerpiece of this should be creating a Department of Economic Development which is of sufficient critical mass.  This could see the Department of Enterprise, Trade & Investment (DETI) mimic its RoI counterpart - the Department for Enterprise, Trade & Employment - by taking on some of the Department of Employment & Learning’s (DEL) employment functions with the remainder transferring to the Department of Education. Urban regeneration (Department for Social Development - DSD) could also be added to DETI and it would align with its social economy functions. The Department for Regional Development could become the infrastructure department with planning (Department of the Environment) and housing (DSD) logically sitting within its portfolio. 
Clearly, close cross-departmental working would still be required but such restructuring would drastically reduce the process heavy and time consuming inter-departmental working and replace it with more productive intra-departmental working.  The latter would also free up more resources and encourage the development of specialist knowledge which will aid in policy design. In terms of economic development, DETI is currently administratively heavy and policy light.  This needs to be addressed.
Outside of EDF, I am not aware of any event that has got the DETI Minister & other Ministers (including Special Advisers) and economists / stakeholders around the table to discuss the state of the economy and economic development issues. This was against a background of vastly differing views (including within Government) over the health of the NI economy in 2008. Therefore it was unclear whether efforts were being made to talk up the economy or the scale of the difficulties facing the economy had simply not registered.  Perhaps, an appropriate informal forum to address this going forward could be considered.   
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.
A key part of the Review of Economic Policy was tapping into the expertise of individuals in the field of economic development and the wider private sector. This happens on a periodic basis and is useful.  The challenge is to get this expertise working alongside / inside DETI & Invest NI on a full-time basis. Economic development, in its widest sense – and beyond just DETI & Invest NI – should ideally be led by individuals with a proven track record of economic development expertise and not administrators.  The placing of a private-sector business tsar at the heart of a new “Economy Department” is worthy of consideration.

An infusion of economic policy development expertise could be the most valuable inward investment for the economy at this present time.  In the longer term, there needs to be a strategy aimed at the creation and development of economic development expertise going forward to create a wealth of in-house expertise.  A central part of this should be the secondments of DETI and Invest NI staff in similar organisations in GB, the RoI and beyond.  This would be a two way flow with secondees from GB and the RoI being placed in NI. DETI and other economic development related Departments, such as DEL & DRD, need to look at a more flexible approach to recruiting experts (e.g. Science & Technology) on a short-term basis.  The former DTI successfully adopted this approach. 

In terms of economic development, the Executive and the Assembly need to be more conscious of the administrative burden that they place on Departments.  In effect, since devolution, the administrative burden in terms of briefing requests, Assembly Questions etc has risen dramatically. This burden is proportionately greater than in Wales, Scotland and in particular the English regions which have no devolved assembly.  More time is now spent effectively managing the status quo of economic development and less resource is devoted to policy design & development and taking the economy forward.  Clearly, a rationalisation of Departments and public bodies into a fewer number would improve things dramatically for everyone.  

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

In the months ahead the growing east-west divide in economic performance in NI is going to rise up the political agenda.  In light of this, expectations need to be managed in respect of who can deliver what. Invest NI often bears the brunt of criticism over the lack of investment in certain locations relative to others. However, it should be remembered that Invest NI accounts for just 10% of NI’s “Economic affairs” budget (as categorised by HMT).  Therefore what the other 90% of the budget is spent on will have a more significant bearing on what can be delivered.  The supply issue is also important in determining what investment goes where.  A key problem in NI, and particularly West of the Bann, is the lack of basic qualifications – reading, writing and arithmetic. Addressing these issues lie within the wider Executive’s remit.  Making all areas of NI more attractive to indigenous and inward investment will be dependent upon developing world class infrastructure and addressing the lack of skills issue.  Overall, for inward investment the greatest challenge will be attracting it in the first place, deciding where it goes should largely be left to the market.  NI is a small place and the best way of ensuring all the people of NI can avail of these job opportunities is to ensure they have the required skills.  The targets relating to locating a percentage of inward investment into or close to New TSN areas are misguided and should be dropped.  It will become increasingly difficult to attract inward investment to NI full stop let alone trying to direct its location.  The lack of investment in an area is the symptom or wider problems within certain areas relating to lack of skills and /or the quality / availability of infrastructure. Efforts to address weaknesses within parts of NI should target the root cause and not the symptoms.  The fact that NI currently has 26 district councils and 108 MLAs gives the location of investment and intra-regional economic disparities more prominence than they would receive in other jurisdictions.
j. Assess the challenging nature of the economic goals / targets contained in the Programme for Government, and where appropriate recommend any change
Target setting is often like the numbers round on the TV game show Countdown.  The button is pressed, a number appears and the task is to try and reach it.  Hitting the target depends not only on the numbers you have been given, but also mathematical agility.  In Northern Ireland, the Executive set ambitious economic targets at the start of the year, but given the unfortunate set of cards it has been dealt since, the ‘how’ is now in doubt. Northern Ireland’s economic strategies tend to concentrate on targets – the what and the when – rather than how existing actions will deliver the required result.
It is important that the Executive is held to account on delivering actions and hitting its targets. However, it is vital that the targets are achievable and relate to policy levers that the NI public sector bodies can actually pull many of the existing economic targets do not fall into this category.  The focus in NI has been coming up with targets rather than coming up with actions and policies.  There needs to be a rebalancing away from certain numerical targets which have no meaning.  For example, IDB used to have an export target of x% growth per year over the corporate planning period.  When Invest NI was set up this was then dropped as it was sensitive to economic conditions, exchange rates etc and did not actual reflect whether NI’s interventions were successful or not.  The current export target of 8% per year should be dropped.  In 2009/10 NI manufacturing exports could drop by over 20%.  Does this mean Invest NI has failed – clearly not. 
The jobs target of creating 6,500 jobs is clearly not relevant now given that the number of jobs that will be lost last year and this year is a multiple of that.

Also, is increasing R&D spend realistic or desirable for some firms in the midst of a recession when there focus is on short-term survival rather than long-term competitiveness?
NI’s headline target is halving the productivity gap with the UK excluding London and the South East.  It is not clear how the Executive is going to do this from its current list of interventions.  This is a very challenging ask as it should be remembered that the other UK regions are applying the same policy interventions / strategies that NI is undertaking. The key challenge is what NI is going to do differently from other regions. In my view, the focus on halving the productivity gap as the overarching target is overdone and not directly within the Executive’s control.  This is not to say that pursuing productivity improvements is not the right strategy.  However, if the NI Executive’s performance is going to be measured against a headline target it should be against one that it unambiguously has control over – e.g. capital investment expenditure.  A more meaningful and credible headline target would be a commitment by the Executive to spend x% of its budget on capital investment over a ten-year period.  Furthermore, the aim would be to spend proportionately more on capital expenditure than any other UK region. Success or failure to meet this target would largely fall under the Executive’s control and it would incentivise the Executive to pursue innovative revenue generating ideas suggested in the Varney II Review.

Happy to discuss.

Richard Ramsey
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