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	Regional Economic Council

Note of meeting: 5th January 2009



Opening remarks 

The Prime Minister welcomed members of the REC to the meeting. He noted that these were difficult times and that everyone should be working together to help individuals, businesses and families whose needs and aspirations are our first priority. He announced that he would be visiting regions across England over the coming week to see the regional impact of the downturn. He confirmed that the Government will implement a capital investment programme totalling £40 billion across the UK in 2009 and will make strategic investments in key sectors of the future such as the digital and green economies and securing long term sustainable energy. The Prime Minister also informed the group that he would be holding a Jobs Summit next week [12th January] to address how to promote skills and maintain employment. 


Full text of the Prime Minister’s comments is available at: [no.10 website]
The following issues were raised as questions to the Prime Minister

· Concerns about the number of young people not in employment, education or training.

· Continuing concern over the continuing lack of bank lending to viable businesses. 

· Concerns on consistency of approach on the handling of insolvencies.

· Lack of credit was a continuing issue for viable businesses 

· EIB funding as a possible source of finance.

The Prime Minister in response made the following points: 

· He agreed with the importance of developing skills for young people especially for their employment prospects. The Prime Minister supported extending apprenticeships as a mechanism to help the labour market in preparation for the upturn. 

· The Prime Minister set out how the Government is taking continued action to reinforce the stability of the financial system and increase confidence in the banking sector. Firstly through recapitalisation and now through efforts to increase capacity to lend. He spoke of the extended loan guarantee scheme, deferred tax policy for businesses in trouble and export credits as examples of where this Government has taken action to help viable businesses in need. He noted that the Government would continue to look at each technical barrier in lending whilst also exploring other means to get finance to 
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The Chancellor added that it is critical to maintain responsible lending to reach viable businesses.


The Secretary of State for BERR said that he would discuss the issue of the lack of consistency of approach from administrators handling insolvencies with the insolvency service. The SoS summarized his recent statements on industrial policy, stating that it is necessary for Government to take strategic action within the context of the changing global economy. He emphasized the need to step up a gear on our industrial performance - building tomorrow today - making key industrial investments now that will improve the pace of economic recovery.  He argued that the international division of labour is being recast and that Government action can help to ensure that the terms of trade are in our favour. He described that this did not mean propping up failed companies or protecting firms from international competition and that the UK economy’s competitiveness relied upon its openness to international markets. He went on to note the importance of Government at all levels working effectively and consistently together through coordination at regional and local level. 


 Regional updates

Each of the nine regions updated the Council on the state of their economies and potential risks and opportunities. The updates indicated a mixed picture. Although the economic outlook had worsened since the REC met in November, vacancy rates remain level or growing in some cases, sectors such as retail showing resilience, and there is a positive story on exports. The regions described how they are meeting the economic challenge through mechanisms bringing together key regional stakeholders to ensure coordination and alignment.


Item: Employment and skills

The Regional Ministers and RDA representatives for the North East and West Midlands made short presentations to the group on skills and employment in their region, drawing on their experiences in responding to redundancy programmes for Rover and Northern Rock. 


North East

The Regional Minister, RDA chair and LA representative commented on the current state of the North East economy, highlighting lack of credit and liquidity hindering economic activity with the concern for resiliency in the exporting sector as a result of declining demand from the Eurozone. Many firms were reported to be cautiously optimistic for the future although businesses were said to be concerned with how the recession had spread across different sectors. 
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Coordination and partnership between regional stakeholders and the private sector is directly beneficial to the economy. The RDA pointed out that it was leading on collaborative action on skills and employment with £6m spent on encouraging skills development in the energy sector. The Regional Employability framework was highlighted as a mechanism for getting people back to work. The NW regional strategy sets out direction and asks for Government to support projects and spur growth. They identified a number of projects they felt could benefit the region such as offshore wind turbines and Tees Port expansion. 


West Midlands

The Regional Minister and the RDA chair gave the West Midlands presentation, explaining that the Rover experience provided key lessons about effective coordination and partnership but that the current economic difficulties are on a bigger scale and required an even greater degree of effort from all stakeholders. 

The LSC, Job Centre Plus and UNITE has been working together to support retraining for people to ensure better prospects for the future. The Regional Skills action plan was put forward as a collaborative effort on skills bringing together RDAs, Local Authorities, other agencies and business groups. Transition Loan Funds were presented as a successful mechanism for getting access to finance for viable businesses that were finding it difficult to acquire credit. 

The following issues were also highlighted:

· The importance of monitoring of people and businesses at each stage of the process of redundancy and insolvency respectively and getting people back in to training quickly.

· Aiming to streamline cases with an economic impact as there were cases where too many partners were involved in some schemes that clogged up the process for delivery. 

· Preparing the systems and support necessary to support the potentially large scale increases in Job Seeker Allowance claimants 

· Using good communications to get people and businesses to access relevant information. 

The circumvention of the 16hr rule and paying wage supplements whilst business facing difficulties were granted access to other forms of business support to keep them afloat were presented as a means to help businesses. 

The subject was then opened to the floor for discussion where the following issues were raised:
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· The speed of change in this recession was unprecedented and people needed time to adjust to avoid knee-jerk reactions usually meaning redundancies.  Direct assistance was called for to help give time to individuals and businesses. 

· There was interest in implementation of the Glover report. 

The Chancellor confirmed that the Glover report would be implemented and gave assurance that the Treasury would provide an update. 

In response to the discussion, the Secretary of State for DWP highlighted the importance of early intervention and the coordination of various stakeholders to establish and deliver best practice.  He noted the considerable number of vacancies in the system and the need to focus efforts to get people back in to work as soon as possible to prevent long-term unemployment.  He noted that there had been a review of the policy on the 16-Hour rule.

The Secretary of State for DIUS stated the importance of maintaining investment in training and that the discussion at the Council was helpful in devising policy.  LSC Regional Directors were working with the DIUS to identify further reform and that it was right to concentrate funding in areas of strategic importance.  A key focus was on how best to use Government funding to stimulate skills investment eg apprenticeships. 


Closing Remarks

The Chancellor concluded by reflecting on the range of actions already in place and the need to ensure that these work. He explained that the Government was considering further steps to free up lending with a raft of measures to be put forward. He noted the importance of regional intelligence and emphasized how the REC and RDA intelligence had informed actions in the PBR. He appealed to Council members to continue to feed back to the Government on the impact of current actions and any potential barriers or blockages in the system.

REC Secretariat

January 2009
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