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Introductory Comments
The Alliance Party wants to grow the private sector in Northern Ireland, generating wealth and increasing employment opportunities for all members of society. We want to ensure that our economy is strengthened through the development of a strong, export focused private sector that can compete on an international stage.  The current economic climate makes this a challenging task; however we believe that the people of Northern Ireland, our entrepreneurs and business leaders have the ability to meet this challenge.  As part of this process the Alliance Party will promote policies and initiatives that provide us with the best opportunities to achieve this aspiration.  

Alliance believes that despite the challenges facing the economy, in Northern Ireland we have the resources to emerge from this period of austerity stronger and more competitive.  However, to ensure this our Executive must work harder and smarter.  Departments and Ministers must work together in a strategic way to address the underlying problems of our economy and realise opportunities.   Entrepreneurship and risk must be supported and rewarded, our resources should be sustainably exploited and all members of our society should have access to training and employment opportunities that allow them to reach their full potential.  Government, businesses and education providers must work together.  

We are the only Party that can work for all of Northern Ireland, by focusing on the policies that will create a stronger and more prosperous region for all.  Alliance favours a re-balanced economy, in which the growth of the private sector is balanced by both government and public concern for social justice. 

Currently our economy is underperforming.  Rates of long-term unemployment and the number outside of the labour market are too high, job creation levels are too low, we rely heavily on the public sector, too many young people fail to reach their full potential and our graduates are under utilised, we have below average levels of productivity and wealth creation, levels of child and fuel poverty are high (and growing) and we have areas that suffer from persistent levels of deprivation.  

Despite these challenges significant opportunity exists to create an economy that works for all. We have an enterprising and resilient business base, a youthful and well educated population, a low cost base, a strong manufacturing base, excellent research and innovation attributes and a world class telecommunication and IT network, strong international links, unique natural and cultural resources and a culture of resilience.  Our strengths far out way our weaknesses.  Developing policies that maximise these strengths will create the right conditions for growth and address many of the weaknesses currently inherent in our economy.  

A successful economy and sustained prosperity are essential components to creating the favourable conditions for the development of a shared, non-sectarian society, giving people a stake on the consolidation of peace.  

General Comments on Document
Alliance welcomes the opportunity to comment on the Executive’s Economic Strategy. We understand that this is a high-level consultation and that it will be accompanied by another consultation paper on rebalancing the economy after HM Treasury’s publishes its own paper.
That said, Alliance would express concern that there is little further cross-referencing with potential future policy development and fails to build upon what is already accepted information on the Northern Ireland economy.  
For example, at present, this strategy focuses on the current and traditionally acknowledged economic drivers of skills, innovation/research & development, enterprise, infrastructure.  It is disappointing that is fails to look innovatively at the opportunities for growth in the Northern Ireland economy.  
The potential for a lower rate of Corporation Tax in Northern Ireland to act as a game-changer needs to be acknowledged, especially in the context of this consultation document stressing a history of past economic strategies that were either unimplemented or undelivered.  Similarly, there does need to be an appreciation of the financial realities of funding a lower rate of Corporation Tax. Resources could be redirected across the board. However, it would be reasonable to expect that resources could be reprioritised from less efficient means of economic support towards the more efficient and effective means that is a reduced rate of corporation tax.
Relationship with the Budget 2011-2015
The Draft Budget does not live up to its billing as supporting economic recovery.

The rhetoric about the economy is not followed through in any meaningful way. The Draft Budget is hampered in this regard through the absence of the Programme for Government and an Investment Strategy, and more specifically the delay over the Executive’s Economic Strategy.

At best, it can be argued that the cuts to the two principal economic facing Departments, namely Enterprise, Trade & Investment and Employment & Learning are less than in other areas. However, considerably more protection is given to Health and Social Services which constitutes over 40% of expenditure.

Specific concerns have been voiced at the reductions in Invest NI and to investment in skills.

The business community have also pointed out concerns at a lack of willingness to confront tough choices around revenue raising and also to reform the public sector. We support this.  

Furthermore, the Draft Budget fails to sufficiently redirect money from current to capital expenditure in order to improve Northern Ireland’s infrastructure. This may undermine Northern Ireland’s competitive advantage.

Finally, it must be borne in mind that Northern Ireland’s economy is still struggling to recover from the recession. A Budget that simply seeks to manage cuts is not sufficient. 

Some more specific points that we have made in relation to the Draft Budget are outlined below.  These are also relevant in the context of the economic strategy.  
Making the most of our assets 

At the same time of improving the productivity of the public sector, there is a need for private sector job creation and growth. In Northern Ireland we have the resources and skills to create a dynamic and competitive private sector with our large pool of highly qualified young people, our low cost base, our strong manufacturing base, the current slack within the labour market, our entrepreneurial culture, our research and innovation attributes and our world class telecommunication and IT networks.  

Failure to sufficiently invest in the infrastructure of Northern Ireland could damage its competitiveness. Similarly, an Executive that plays populism with its resources may not provide sufficient confidence for investors.

Maximising policy levers 

In addition to making the case for a reduction in corporation tax we need to ensure continued investment across policy areas that have a strong impact on economic growth e.g., capital investment, energy infrastructure, education and skills and research and development. It is vital that all these policy levers are fit for purpose and can been shown to produce the desired outcomes.  

Joined up government 
Funding allocated toward business development and growth must be targeted, effective and cutting edge, with support being given to high growth, innovative businesses.  Risk and entrepreneurship should be encouraged. There are also a number of relatively cost neutral steps that can support business growth e.g., a reduction in bureaucracy, speedier planning decisions, targeted public sector procurement etc.  Our call for institutional reform is essential to achieving this aim. Currently funding that is designed to support and grow the private sector is spread across a number of Departments and agencies e.g., DEL, DETI, and InvestNI.

Streamlining delivery would allow resources to be pooled; reducing the level of funding spent on administration and provide an easier landscape for businesses to navigate. 

Maximising Employment across the Public and Private Sectors

While the primary indicators of economic development in Northern Ireland must be linked to increased wealth and productivity, government must also have a responsibility to maximise the level of employment. This aim should be achieved with a perspective that covers both the public and private sectors. Consideration needs to be given to the inadvertent consequences that choices in the public sector may have on the private sector, and also the potential for the private sector to sustain jobs and develop new job opportunities if sufficient investment is made in the main economic drivers.

There is no evidence in the draft Budget of any formal strategy for maximising employment across Northern Ireland. While attempts have been made to protect employment in the public sector, some of the opportunity costs of such measures may be fewer resources available to helping employment in the private sector. One example of this would be the shortfall in capital funding, and the failure of the Executive to adequately redirect resources. This could see even greater falls in private sector employment, and an even larger negative multiplier effect through the rest of the economy.

Relationship to a Shared Future

There is no acknowledgement of the problems related to the continued divisions in Northern Ireland as a barrier to economic development.

There is clear relationship between a shared future and the creation of economic prosperity, and indeed economic prosperity will assist in breaking down divisions.

At present, divisions impact on the economy in a number of ways:

1. distortion in terms of public expenditure;

2. distortions in terms of how some businesses provide their goods and services;

3. impediments to labour market mobility;

4. deterrence to inward investment and restrictions on internal investment decisions; and

5. the absence of a cultural environment which attracts and nurtures creativity.
The forthcoming Strategy for Cohesion, Sharing and Integration is not cited as a key document in Section 4.19

Relationship to the Green Economy and Environmental Issues

There are few references in the consultation document to either environmental issues in general and the specific opportunities and challenges that may arise from them. 
In particular, environmental aspects need to be integrated into a revised economic model for Northern Ireland.

The Green Economy also needs to be cited as a particular sector for development.

What are our strengths and where are the opportunities? 

In addition to highlighting the weaknesses within our economy, the strategy should also highlight existing strengths that can be built upon as well as highlight (through analysis of market position and estimated international growth and demand) key sectors that demonstrate potential for high growth and have the capacity to boost productivity and wealth.  
The need for consideration of a regions strengths was highlighted within the conclusions of the Independent Review of Economic Policy, the report concluded that ‘successful regions have a clear strategy based on rigorous and ongoing diagnosis of existing strengths.’  

Measuring Progress
Alliance continues to maintain that the main measurement of progress in the Northern Ireland economy is growth in GVA and the convergence of this region with other economies. 

In the first instance, this should extend to the GVA of the United Kingdom. Alliance believes that the comparison should be between Northern Ireland and the UK as a whole rather than with the UK minus the Greater South East of England. This latter approach ignores the distortions to a regional balance that the concentration of economic power in one region brings and relegates Northern Ireland to measuring itself against the other dependent regions of the UK over the scraps from the table. It does not sufficiently challenge the massive dependency context of Northern Ireland.
Alliance also argues that Northern Ireland should be benchmarking itself within the context of European Union against other regions. This will give a much wider perspective of changing economic performance and increased prosperity. Such comparisons are possible through the NUTS system (nomenclature d'unités territoriales statistiques/ Nomenclature of Units for Territorial Statistics). This comparison can be conducted at Level 1 where Northern Ireland is 1/12 UK regions and 1/97 across the European Union.
Access to finance 
Access to finance often acts as a barrier to business growth.  These are issues that must also be addressed including:

A commitment to quick decision making by the banks on loan finance; That all the banks implement the Enterprise Finance Guarantee Scheme and support the continuation of a scheme to support small businesses; Northern Ireland specific information on bank activity to be made available, enabling the Executive to more closely scrutinise bank lending; and the introduction of a independent credit review team, to support businesses who feel that have been treated unjustly by the sector. 

Access to private equity (venture capital) can have considerable benefits for individual companies and an economy in general.  However the scale of activity in Northern Ireland is extremely low.  

Question 1: Do you agree with the key economic challenges that are expected to influence the performance of the NI economy over the next 10 years?

Generally yes, but there is insufficient reference to very high levels of economic activity within Northern Ireland. The pure unemployment figures are misleading in the broader respect.

It may also be useful to look at a sectoral/industry level to provide an indication of how the structure of our economy has changed in recent years and how sectors are performing in comparison to local and international benchmarks.  
Question 2: Are there any additional aspects that should have been included and which need to be addressed in the full economic strategy?

A number of aspects that should be included are:

· The cross-reference to a shared society (refer to sections above)
· The large numbers of the population who are economically inactive: fair distribution of future economic opportunities is vital to create a strong and prosperous region 
· The importance of other factors that impact on business competitiveness and attractiveness for investment such as energy costs; ease of doing business (bureaucracy); telecommunications etc 
· Effective government is also a necessary strand in supporting a step change in Northern Ireland economic performance 

Question 3: Learning from what has worked in economically successful regions across the world and adapting measures to Northern Ireland’s circumstances will be key to meeting the challenges facing the Northern Ireland economy. Are you aware of other successful initiatives around the world from which we could learn?; and 
Question 4: What evidence is there that these initiatives were successful and would be appropriate to meet the challenges facing the Northern Ireland economy?

We are encouraged that DETI are looking outward to examine approaches for stimulating growth.  The work included within the IREP provides a number of starting points for this work.  In particular we would encourage the Department to examine the approach adopted in the Republic of Ireland in terms of corporation tax and the business focused approach adopted by the IDA.   
Examples of best practice in supporting small indigenous business to form part of the supply chain of inward investors should also be considered.  
Question 5: Looking ahead of 2020; do you share the Executive’s long-term vision for the Northern Ireland economy?

Yes
Question 6: Given the challenges facing the Northern Ireland economy do you agree that promoting export-led economic growth should be the key economic priority of the Northern Ireland Executive?

Yes, there is only limited demand in the domestic market.  It is vital that local business are supported in becoming more export focused as well as the attraction of FDI.  
Question 7: Do you consider the proposed rebalancing themes to be sufficient to meet the longer term challenges faced by the Northern Ireland economy?;
Question 8: Recognising the inter-dependence of these themes, which do you consider being most important in driving the long-term vision of the Northern Ireland economy?;
Question 9: What is your view on the proposed short to medium term rebuilding themes identified in this strategy?;
Question 10: Are theses sufficient to meet the challenges resulting from the economic downturn?; and
Question 11: Are there other themes which the Executive should consider when preparing its Economic Strategy?

Alliance accepts the need for an increased short to medium term focus on employment in the context of a slow economic recovery. However, productivity gain should remain the principal indicator of economic changes.
Skills should arguably be ahead or at least on a par with innovation in the ranking of rebalancing themes.
The development of a robust skills policy is key to growing and rebalancing our economy.  The skills held by a population have an impact on the competiveness and growth of a country or region and are vital in addressing social inequalities. A highly skilled workforce is also an attractive proposition for inward investors. 

Alliance believes that unless we invest in the up-skilling of our workforce we will not be able to sustain an economic recovery.  Alliance supports the implementation of a Skills Strategy for Northern Ireland.  This strategy must address basic and employability skills, intermediate and higher level skills and focus on ensuring that all individuals reach their full potential.    Transformation of the skills landscape is required.  

Research and development (R&D) leading to the commercialisation of ideas is central to developing a competitive economy and generating wealth.  Significant funding already exists in this area, it is vital that this investment works for the economy.  R&D policies must be outcome rather than input driven with funding leading to the commercialisation of ideas or products and the granting of licences, patents and  intellectual property rights.   Success must be measured on the return that it generates rather than the level of monies invested.  Alliance supports a realignment of the Invest NI strategy to support investment in businesses and projects with a high degree of innovation and R&D content. 

We support calls for the exploration of a commercially orientated research organisation.  The promotion of public, private, education partnerships are vital to ensure there is a strong focus on the practical application of research.  These partnerships should be industry led.  We support the promotion of Knowledge Transfer Partnership between businesses and higher and further education.  
The continued investment in Northern Ireland’s infrastructure is critical to the future development of the economy. There is also the added benefit of the creation of employment opportunities for our struggling construction sector. This is a major element of the Northern Ireland economy and has suffered most from the recent recession.   It is vital that the objective of developing a shared future is paramount in investment decisions.  

The role of Government should be to ensure that the infrastructure is in place to encourage and facilitate the growth of the renewable energy market in Northern Ireland. The locations and nature of power generation may not necessarily match the areas and timing of peak demand.  Investment is therefore required in the electricity grid. Alliance advocates further development of the single energy market on the island of Ireland and further north-south interconnectors. We also support the proposed EU-wide renewable energy super-grid.
Attracting inward investment is strangely absent from this list of themes. On that  issue, Alliance supports a more effective and targeted approach to inward investment. We must move away from a volume based approach to inward investment.  This approach has often resulted in the creation of jobs that are below the average private sector wage in Northern Ireland. Instead we should target key industries and sectors that will support the growth of local business, build on our competitive strengths and create high value added jobs.  Invest NI must also adapt to changes in circumstances and promote a range of our assets to attract investment.  This is vital to offset the impact of the forthcoming reductions in Selective Financial Assistance (SFA) (the principal measure used by Invest NI to stimulate investment).  SFA will be progressively reduced from 1 January 2011,until its complete removal in on 31 December 2013.  The reduction in SFA will impact on the ability of Invest NI to attract new FDI and stimulate reinvestment.  Without the offer of grants to attract investment we must ensure that we effectively promote all our assets.  These changes will also impact on the level of assistance InvestNI is able to offer local firms.

Question 12: Do you agree with the proposal to redirect resources from the short to medium term measures to rebalancing measures as the economic recovery takes hold and the labour market situation improves?
Yes.  However given low levels of skills within our economy and the high levels of economic inactivity it is likely that improving the employability of our workforce and encouraging more people to become active in the labour market will remain a long / medium term priority.  It is vital that all individuals are provided with an opportunity to reach their full potential and to benefit from economic growth.  Furthermore, the skill and employability levels within the workforce will need to be constantly reviewed and updated to ensure that we remain economically competitive on an international stage.  
Question 13: Are there further cross-cutting themes which should be considered in relation to the Northern Ireland Economic Strategy?

Question 14: How do you think these cross-cutting themes should impact on the rebuilding and rebalancing themes identified (earlier)? 
A reference here to Good Relations is required.

Alliance would be concerned that the necessary reference to equality becomes a rationale for the micro-managing of investment decisions. Investment in skills and employability, and addressing barriers to labour market mobility are more important to addressing any inequalities.

Similarly, Alliance would caution against an over-emphasis on balanced sub-regional growth. There is a counter-argument regarding allowing Greater Belfast to bulk up and become the driver of the Northern Ireland economy and a city sub-region in its own right within the European Union.
Question 15: Recognising the more constrained public expenditure position in the coming years, do you consider the extent of prioritisation given to the economy to have been sufficient or is there a need to go further in future years?

See earlier comments in relation to the Budget 2011-2015.
Question 16: Which are they key organisations able to deliver against the Executive’s economic priorities? 

Question 17: Are there any areas where roles and responsibilities could be better clarified?

There are a number of residual economic roles scattered across a number of Departments other than DETI and DEL which should be reviewed and potentially consolidated.
We support an immediate review of the structure and function of Invest NI, in light of recommendations of the Independent Review of Economic Policy completed in September 2009, to ensure that it is fit for purpose.  This is particularly important in the context of the roll-out of RPA. Invest NI must focus on its primary objectives of enterprise, innovation/R&D and trade promotion.   

The business base supported by Invest NI should be widened, currently only 5% of businesses are part of the Invest NI client base.  The widening of the client base will necessitate a reduction in repeat aid offers provided by Invest NI.  It is vital that we do not create a culture of dependency.  

We also support the development of a local SME integration strategy.  This should be developed to ensure that local social and medium sized companies (SMEs) are integrated into the supply chain of larger companies.  The implementation of this strategy will improve the competitiveness of local business, improving business sophistication and facilitating technology transfer.  

We support the development of a Department for the Economy in the longer term as part of a comprehensive governance review and the development of an executive sub-committee on the economy in the interim to promote the needs of business, highlighting barriers to business creation and growth and ensuring joined up working between the Departments.  

Question 18: Under the rebalancing themes (noted above), what do you consider to be the key actions to rebalance the economy and ensure sustained improvements in long-term economic growth?

These are investment in skills, followed by stimulating Innovation and R&D.
Question 19: Under the rebuilding themes (identified above), what do you consider to be the key actions necessary to rebuild the economy after the recession?

This would be improving employment opportunities and employability.
Question 20: In allocating resources to support this strategy, should the Executive prioritise particular sectors of the local economy in the order sustainable improvements in the long term growth?
Question 21: What sectors should be prioritised and how do these align with the framework and priority themes outlined earlier in the document? 

Alliance is concerned at the absence of a reference to CSI as a related policy.
Alliance is cautious regarding the identification of particular sectors for growth rather than simply leaving this to the market. However, there should be scope to encourage the enhanced development of particular clusters of economic activity, including seeking international partnership and business opportunities to strengthen indigenous growth sectors. Our economy is going through a rapid period of restructuring and it is vital that the economy is supported to remain internationally competitive.  A number of sectors may have particular growth potential. These include ICT, creative industries, medical technology, pharmaceuticals and the agri-food industry. We also see particular opportunities within the green economy and room to expand and develop the tourism industry.  

Agriculture & the Food and Drink Industry 

The agricultural sector, particularly the food and drink industry, is a highly competitive and innovative sector, sustaining approximately 20% of total private sector employment.  Attracting and supporting investment in this sector to ensure that it remains able to compete in the export market is essential.  

Maximising our cultural credentials 

The Alliance Party believes the promotion of arts, culture and heritage is integral to the quality of life of every citizen, the healing of our community divisions and the regeneration of our society.  We recognise that the arts sector in Northern Ireland is an important sector, employing approximately 35,000 people. Alliance believes that investment in the arts should continue and efforts must be made to commercialise our cultural sector and build upon recent high profile successes, such as the appointment of Derry as the UK City of Culture.  

We believe the arts in Northern Ireland deliver a significant return on tax payers’ investment, with many arts groups delivering big productions and big audiences through a small staff and small overheads. Many arts groups, on the tightest of budgets, and sometimes with only a skeleton staff, have demonstrative highly-innovative and entrepreneurial approaches to their governance, operations and programming, and these have proven vital components in securing the survival of many arts groups. This is precisely the kind of sustainable development that benefits our economy and must be protected.
ICT and Creative Industries 

Recent developments such as Project Kelvin (the new direct secure high capacity cable to North America), must be supported by a robust multi agency strategy to ensure that the full benefits of this highly significant development are realised.  Doing so will reap significant rewards and provide much needed employment opportunities for the North-west.  With clear strategic direction Northern Ireland could become a Global Web Service Node.  The project also has the potential to support the growth of a range of high value sectors including: ICT, health, media and advanced manufacturing.  

Alliance supports the establishment of a steering group to internationalise NI cultural and artistic offering and thus enhance not only the economic sustainability of the sector but also generate significant input into our economy.

Alliance believes in continued potential for efficiencies in the delivery and administration of arts funding to reduce waste and promote savings through the efficient management and allocation of arts funding. 

We also believe the philanthropic and sponsorship models adopted by a small number of arts groups represent a significant and underused resource available to a number of groups working in the sector. 
Alliance supports the promotion of the film industry and would also consider the introduction of a tax credit for television production similar to that used to attract the film industry.  

Maximising our Green Credentials 

Alliance will continue to work to ensure that we capitalise on the potential that our natural resources provide for renewable energy production.  NI has the second highest potential for energy generation through wind in Europe, as well as significant opportunity for tidal, biomass and geothermal energy production.  

The Alliance party supports the implementation of the Green New Deal in Northern Ireland and the role out of the Green New Deal Housing Fund.  The growth of the green economy through the implementation of the Green New Deal is a major opportunity for our society, particularly at this time of economic and financial pressure. The green economy can bring a range of benefits to Northern Ireland. Crucially investment can also result in employment opportunities ranging from high tech manufacturing jobs, to maintenance jobs at wind power plants or in sustaining and growing employment in the agricultural sector producing biomass.  Targeted investment and growth of the renewable sector could potentially create up to 30,000 jobs.  

In the short-term the retrofitting of our existing housing stock, through the implementation of cost effective energy efficient measures, would create and sustain jobs within the construction sector.   Research in this area has indicated significant return on investment including a minimum of 2,300 jobs over three years.  

Alliance also supports ongoing investment in initiatives to improve the energy efficiency of our business sector.  The cost of energy has a detrimental impact of the competitiveness of our business, awareness raising and low level investment can result in significant cost savings for business.  

Tourism 

While we have been performing well in the tourism market in recent years, there is still significant room for growth.  We fully support the 2010-2020 Tourism Strategy for Northern Ireland, which outline the potential for a doubling of the income generated from tourism.  

Alliance would complete a review of legislation to identify areas where change is required to support the growth of the sector.  Examples include: trading and opening hours and the facilitation of an ‘on street’ café culture.  

The Social Economy 

Alliance is also committed to investing in the development of the social economy within Northern Ireland.  It is estimated that there are over 1,000 social enterprises in Northern Ireland that collectively account for approximately 5% of regional activity.  The social economy network is an important source of employment for many communities and often exhibits high levels of expertise and innovation.  The sector supports regeneration, can deliver local services and can work effectively in hard to reach communities.  We support the creation of a Social Enterprise Equity Fund for start-up and growing social enterprises, and improved access to public procurement contracts for social enterprises. We would also seek to ensure that regulation and audit requirements are reasonable and proportionate. This sector is at present omitted from the document
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