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Regional Economic Council

23 October 2009

Welcome and Introductions

Councillor Mick Henry welcomed everyone to Gateshead and was pleased to host this meeting of the Regional Economic Council in the North East. He summarised the impact of the recession in the region and spoke about the hard work that local authorities were doing to combat the recession through their work with business, the Future Jobs Fund and support for apprenticeships. 

Lord Mandelson stated that it was good to be in the North East and to see this part of the country. He apologised for the two previous meetings being cancelled and explained that these were unavoidable and due to business in the House. 

Building Britain’s Future

Lord Mandelson reminded the group of the key importance of Building Britain’s Future in getting the right policies for immediate and long-term action. He cited the need to get people back to work and the importance of skills and ensuring that young people find employment as well as how to prevent short term redundancy becoming long-term worklessness as particularly important. He asked members to comment on relevant to:

· Infrastructure

· Transport

· Innovation, and;

· communications
Regional  Development Agencies
RDAs responded positively in reporting that significant spend had been brought forward on infrastructure with examples from Universities and the Highways Agency. They noted that there was a change in the way regions were working to react quickly to changing economic circumstances. 

They reported that there were no structural barriers to delivering capital investments and that investments in the Olympics and other projects across England were having a positive impact and praised the success of Regional Infrastructure Funds, recommending it as a model for joined up regional investment. 

Local Authorities
Local Authorities (LAs) were worried about the uncertainty over revenue risks on projects and explained that there was a reluctance to bid for projects if it had revenue implications.

The Chancellor was pleased by members reports that there were not structural difficulties in delivering projects. He explained that the Government provides certainty with 3 year spending reviews.  

New Industry New Jobs

Lord Mandelson opened the discussion with a brief outline of the objectives of New Industry New Jobs (NINJ), emphasising the importance of the strategy in explaining the future drivers of growth and sources of employment for the UK. He requested views from members on the role of the government in ensuring the success of creativity, innovation and skills to focus on the future, noting that regional expertise and local delivery would be key.

Regional Ministers
Rosie Winterton on behalf of the Regional Ministers, referred to a meeting Local Authority leaders over the summer as an impressive display of NINJ specialism being taken forward. She gave examples of investments in bioscience and the automotive sector. She also spoke about the need for innovation in funding and gave the Venture Capital Funds as  an example of this. 

They also noted that there were opportunities in life sciences, with opportunities to create public-private sector partnerships which help to boost the economy.

Regional Development Agencies

RDAs welcomed NINJ’s sectoral focus and the National Framework, expressing investment in life sciences as an important area for future growth where RDAs were working with local authorities. Aerospace was also mentioned as an area for future investment. They made the case for continued focus on skills, getting people back to work and particularly youth unemployment. 

RDAs called for greater work on developing clusters that could compete internationally and supported RDA collaboration to achieve this and other objectives such as investment in the low carbon sector. They also saw exports as an opportunity to deploy NINJ in an international context to take advantage of the UK’s  comparative strengths.

RDAs also called for Government to make contractual obligations in its procurement strategy so that provision for local jobs could be made. 

Local Authorities
LAs welcomed the National Framework but noted the need for flexibility to deliver regional priorities and asked for more clarity on the Government’s vision for what the economy would look like after the recession.

Business

Business prioritised 4 main areas for government to focus its attention:

1) Tax incentives for R&D: the threshold for tax incentives were found to be too high. 

2) Low carbon: funding was said to be piecemeal which was discouraging to business.

3) U.S example of small successful firms being encouraged to bid for a proportion of government contracts, which would otherwise go to larger firms

4) Broadband: UK was said to be lagging in universal and high speed coverage

They also called for more attention to the medium and long-term and the need to think now about what is necessary 10-15 years in the future. Energy infrastructure was of key importance to business. 

Lord Mandelson responded by reminding the group that the medium and long term needs of the UK were at the heart of the Low Carbon Industrial Strategy. He also explained that the government would look to international markets to see how the UK economy can compliment demand there. 

Bank lending

The Chancellor introduced this section of the meeting. He explained that while mortgages had picked up and large companies were finding targeted credit there was room for improvement with smaller firms showing a mixed picture. He noted that gross lending figures were misleading as businesses were paying off debt. 

The Chancellor continued by expressing the need for openness and transparency in the financial sector, for lending to continue to increase and for long-term competition in the banking sector to increase.  He observed that the ability of firms to gain access to finance in the recovery period would be critical to the UK economies success in tackling the recession.

Regional Development Agencies

RDAs noted that lending was less of an issue now but that there was a concern over lending being constrained by overly cautious bankers. They suggested that lending with respect to property was seen as particularly risky by bankers and that regeneration projects for the future were uncertain. They also raised issues around the role of RDAs to support financially constrained firms, 

Regional Ministers

Regional Ministers fed in views from their regional economic fora. They reported that working capital and Trade Credit Insurance were still significant issues in the regions and thanked the Minister for looking at Tax Incremental Financing at the Pre-Budget Report. 

Business 

Businesses welcomed top-up schemes and the Enterprise Finance Guarantee scheme. They requested more publicity for the Financial Intermediary Service, noting that it had only been 3 months since its establishment. 

Regional coordination

Regional Ministers

Regional Ministers supported the discussion of issues at their regional fora prior to ministerial meetings and integration of agendas between the fora, the Committee of Regional Ministers and the REC. 

Regional Development Agencies

RDAs supported regional fora as a mechanism for coordinating initiatives at the regional level. They agreed that it was beneficial for RDAs to work together and not in competition with each other.

Concluding remarks

Lord Mandelson thanked everyone who could make it to the meeting. He suggested that the next meeting would be in January. 

