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Regional Economic Council

2nd March 2009

Note of meeting 

Welcome and Introductions

Lord Mandelson welcomed members to Reading and to the Third Meeting of the Council.  He reminded members that the main focus for the meeting was the opportunity to inform the Budget.  He then handed over to Jonathan Shaw, Regional Minister for the South East, who gave a short introduction to the region.

Update on Actions

The Chancellor began by telling members of his visit to local businesses and how impressed he was by their optimism in challenging circumstances.

Finance

He reminded members that Budget 2009 will be on 22nd April and he encouraged representations from members.  He outlined progress the Government has made in recent weeks, beginning with the RBS announcement to commit additional business lending of £25bn this year and £25bn next year.   He also reported progress on supporting SMEs through the Enterprise Guarantee scheme, which has approved 400 loans to a value of £40m since its launch on 14th January. 

16-hour rule

An update on the 16-Hour Rule was given by the Minister for Employment.  DWP has reviewed the rule and concluded that there was no need to revise the rule as it provides a training allowance for 8 weeks to those on Job Seekers Allowance.  DWP are working on improving messaging to employers.  The Minister promised to write to confirm the policy.  

Insolvencies

The issue of handling insolvencies was raised at the January meeting.  The Minister for Employment Relations advised that he had discussed the issue with the Insolvency Service and a number of actions were planned: a meeting will take place between the TUC and R3 the Insolvency Practitioners to explore how they might work together on messaging.  The Minister is writing to Administrators to remind them of their statutory duties in respect of employment law when handling administrations and to ensure adequate communications with employees and their unions takes place at all times.
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Solutions to the downturn

Finance

Trade credit insurance remains a universal concern of all businesses and the government was asked to consider an insurance top-up scheme available in France.  Lord Mandelson reported that this is being considered but the key issue is on pricing.

Other points; a slow response from banks on capital investments is still an issue, bank decision makers were not sufficiently experienced in dealing with these types of cases and in this volume leading to delays.  There were also concerns that this inexperience was leading to lending rate increases.  The FSB reported that they are building a profile on their website of banking rates offered to their member businesses.

The Lord Mandelson reported that the availability of funds and business confidence in valuing assets is becoming more positive but is still too slow moving.  The Government is working with banks to shore up capital and confidence in order to shape decisions.

Employment

Discussion moved onto the support for employees through the Redundancy Rapid Response teams where concerns were raised that too few employers were taking advantage of the assistance.  The Minister for Employment noted that engagement was going well but there was an issue with employers are making redundancies on a small scale.  But work continues on pointing employers to the help available.  Lord Mandelson encouraged Trades Union to tell BERR if companies are not taking advice on redundancy support.

Regional  Development Agencies 

RDAs set out what they think the priorities for the Budget should be; Access to finance, Trade Credit Insurance and the Export Credit Guarantee.  There was a need to look at regeneration schemes from a different angle.  RDAs reported that they are hearing complaints of banks not lending and reports of overseas companies who are not keen to do business with UK companies because of bank instability.  The availability of EIB funds for RDAs was raised and clarification was sought on recent rule changes.  They called for more flexibility on regional investment funds. 
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Local Authorities
The Local Government Association highlighted the opportunity for the Local Government Mutual to fill credit gaps.  They are focusing on a number of themes which include children, worklessness and a focus on localism and leadership, with the need for flexibility at local level on areas such as planning and housing. Representatives also noted that some families have not recovered from the last recession and emphasized the importance of speed of service delivery. 

Business
Business organisations highlighted issues for consideration; Export Credit issues and the extension of Empty Property Rate Relief as key issues. They also stressed the need for greater emphasis on green investment, especially low carbon.  They supported the RDA points on credit insurance and local authorities on planning issues and raised the issue of wage subsidies. They raised building colleges for the future as an issue.. 

Trade Unions

The Trades Union called for a Budget focussed on jobs and skills which will be ambitious given the circumstances.  They agreed with the business organisations that focus should be on creating investment and on the low carbon economy.  They also raised issues around the impact of the recession on women, wage subsidies, the rule on benefits affecting those who jobs are under threat. They emphasised that EU law allows for areas of deprivation to benefit from investment and government should continue to support these areas. 

Regional Ministers noted that today’s discussion was about the national response and that the next meeting should consider what should be done regionally.

The Secretary of State summed up that a number of key issues were raised and that government would consider them.

Capital Investment

The Chancellor opened this discussion.  The focus is taking action now to help the recovery and looking at what needs to be done to unblock projects.

The Chief Secretary continued by stressing the importance of the £3bn fiscal stimulus in supporting the economy.  She noted that HMT were putting in place additional monitoring 
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to ensure delivery of capital projects and stressed the important trouble-shooting role played by Regional Ministers.  She asked for feedback on systemic issues preventing projects coming forward.  She noted that Departments would soon make announcements on major project investments. 

Regional Development Agencies 

RDAs stated that they were keen to do something now that would have benefits for the future but there was a need to look at what is currently delaying proposed projects.  They raised issues with the speed and complexity of project appraisals and approval processes. This view was shared by other members. 

The issue of an apparent moratorium on capital expenditure by the Learning and Skills Council was raised.  And it was felt that there are lots of assets currently around (land, cash, borrowing), and the “recycling” of assets into the next spending round should be considered.  There remains an issue on section 106 as a systemic issue preventing projects coming forward and called for the terms to be revised. The RDAs also raised the issue of linking procurement with training, using the construction skills approach.

Local Authorities

Local Authorities supported the RDAs’ view on capital programmes and highlighted that Local Authorities were well placed to respond quickly.  There were a number of quick wins where LAs could carry out things like road repairs, home insulation and support to social enterprises rather than solely focussing on big capital projects.  They felt that there was a systemic issue with the planning system and they called for Government to waive the 3-year planning consent rule and also look at the relative pricing of PFI.

Homes and Communities Agency

The Homes and Communities Agency said that the measures already announced were working, with the demand for Homebuy Direct above the allocation.  They were working with the RDAs to align priorities; need for up front public investment in mixed-use regeneration projects. 

Business

Representatives noted the importance of ‘building schools for the future’, raising concern with delays and highlighting the difficulties in making long-term commitments for funding
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Trades Union

Unions stated that investment in areas of deprivation needed to take account of community gain. They argued for jobs and skills provision gains clauses for projects as part of the Olympics in East London. 

Regional Funding Allocations 

There were several points made on the Regional Funding Advice (RFA); members noted the scope of this year’s exercise and asked for clarity on the timetable for the Government’s response.

Regional Ministers

Regional Ministers stressed the importance of prioritising projects that can actually be delivered, and the need for regional and local partners to work closely to deliver capital spending. 

Government response

DIUS responded to the RDAs point on the LSC and said that there was a surplus of demand and not a moratorium. 

In response to a number of points raised, the Chief Secretary to the Treasury recognised the issues on PFI, and a statement has now been made on PFI.  She noted that HMT are working on improving the quality of Government procurement and that work was continuing on public sector investment review on efficiency and effectiveness. 

She stressed the importance of driving value for money from capital spending, and the importance of delivering capital spending in the current climate. She urged attendees who manage capital budgets to ensure that spending plans are on-track for 09-10 to deliver. The CST also asked that attendees raise any issues around capital spending with their Regional Ministers.  

The Chancellor asked that Regional Ministers collate examples of innovative solutions to the downturn in their region to feed in to the Council for Regional Ministers.  He thanked members for their contributions.
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