
THE GOVERNMENT’S AUTUMN STATEMENT 2011
To what extent does it provide a framework for growth in Britain’s older industrial areas?

On 18 November, the Industrial Communities Alliance adopted a ten-point Action Plan for Britain’s Industrial Communities.  The purpose was to set out the policies needed for regional and local economic revival.  The ten-point plan combined existing proposals, some of which were already the focus of intensive lobbying by the Alliance, with a range of new ideas.
On 29 November, the Chancellor of the Exchequer unveiled the Westminster government’s Autumn Statement 2011.  This focussed on proposals to stimulate economic growth.

To what extent do the announcements in the Autumn Statement match the proposals for regional and local growth set out in the Alliance Action Plan?

Each of the ten points in the Action Plan is considered below.
1. Get the UK economy moving again

What the Alliance wanted:

· A combination of demand and supply-side policies to stimulate national economic growth as an essential pre-condition for growth in the regions

What the government has announced:

· A package of proposals intended to be ‘fiscally neutral’

· A range of supply-side measures, such as credit easing for small firms, infrastructure investment and reforms to employment protection, intended to stimulate growth and jobs

· A slower reduction in the budget deficit than planned a few months ago – but entirely as a result of slower growth

Verdict:
In the short-run at least, slow national economic growth is likely to continue to hamper regional and local economic recovery.
2. Re-balance the economy towards industry and the regions

What the Alliance wanted:

· A more broadly based model of economic growth building on the potential of industry in the regions

· Public procurement that supports UK suppliers

· A fairer deal for energy-intensive industries so that they can remain internationally competitive
What the government has announced:

· An emphasis on re-balancing from consumer spending towards exports and investment, rather than simply from the public to private sector – but the squeeze on public spending and jobs goes on
· A promised package of measures to deliver better value for the UK from public procurement, including pre-procurement dialogue with suppliers
· Financial compensation, beginning in 2013 and worth around £250m through to 2015, to energy-intensive industries to help offset electricity charges attributable to carbon-reduction
Verdict:
There seems to be useful progress for energy-intensive industries and possibly on public procurement as well.  The sentiment is certainly to rebalance in favour of industry, even if the mechanisms for doing so still need more work.
3. Invest in infrastructure to support the regional economy

What the Alliance wanted:

· Investment in infrastructure in the regions to lay the foundations for future economic growth
· The renewal of Britain’s energy infrastructure, investment in the low-carbon economy, road and rail links and super-fast broadband
What the government has announced:

· Confirmation of £1.3 extra infrastructure spending during the present Spending Review period
· A further £5bn of new public investment in infrastructure during the next Spending Review period, with the aspiration to lever in £20bn from institutions such as pension funds
· Support or authorisation for a substantial number of specific schemes, such road and rail investments

· Additional funding for Scotland and Wales under the Barnett formula, plus an extra £100m for renewable energy in Scotland
Verdict:

Whilst the investment is welcome, a lot of the schemes don’t really look ‘new’ – they have often been in the pipeline for some time – and questions remain about the involvement of the private sector.  Despite the power station go-aheads, the energy and low-carbon sectors still look neglected.
4. Put in place structures that work

What the Alliance wanted:

· Funding to pay for the running costs of the LEPs in England
· Funding channelled through the LEPs so that they can intervene effectively in their local economies
What the government has announced:

· The Autumn Statement said nothing on this front, though a few weeks earlier the government had given the LEPs a role in identifying priorities for the £500m Growing Places Fund
Verdict:

The efforts to secure effective delivery mechanisms, particularly in England, will need to continue.

5. Make the most of European funding

What the Alliance wanted:

· A solution to the ‘matching finance’ problem, which is particularly acute in England at present
· Support for EU funding to the regions beyond 2013
What the government has announced:

· On both issues, the Autumn Statement had nothing to say.  However, the infrastructure investments that have been announced and the extra money for the Regional Growth Fund may offer some additional sources of matching finance.
Verdict:

The matching finance problem remains unresolved.  There is also everything still to play for regarding post-2013 EU funding to the regions.

6. Deliver a new Assisted Area map that will support investment in the regions
What the Alliance wanted:

· Government pressure for EU State Aid rules that continue to allow substantial Assisted Area status in the UK
· A post-2013 map that targets the parts of the UK most in need of this support
What the government has announced:

· The Autumn Statement had nothing to say on this issue.
Verdict:

Although the Autumn Statement was silent on this, the list of Enterprise Zones where capital allowances are to be available shows the clear influence of the current Assisted Area map, as does the distribution of Regional Growth Fund awards.
The efforts to secure a satisfactory post-2013 Assisted Area map need to be stepped up in coming months.
7. Put additional money into the Regional Growth Fund

What the Alliance wanted:

· Additional funding for the Regional Growth Fund, so that there can be third and fourth bidding rounds
What the government has announced:

· £1bn extra for the Regional Growth Fund in England, plus financial allocations for Scotland and Wales under the Barnett formula, taking the Fund through to 2014-15.
Verdict:

During the autumn the Alliance made strong representations to ministers and others for additional RGF funding.  Pleasingly, the funding has been secured.

8. Beef up the Enterprise Zone initiative

What the Alliance wanted:

· The new Enterprise Zones in England, Scotland and Wales to be beefed up by the inclusion of capital allowances for investment in buildings, plant and machinery
What the government has announced:

· 100 per cent capital allowances to be available in six Enterprise Zones: the Black Country, Humber, Liverpool, North Eastern, Sheffield and Tees Valley
· Additional Enterprise Zones in Blyth, Lancashire and the Humber (all seemingly in response to local job losses) and Battersea
Verdict:

The Alliance had raised the capital allowance issue with the Treasury, so the announcement represents pleasing progress, but the absence of Scottish and Welsh EZs from the list with capital allowances is concerning, especially as taxation matters remain the preserve of Westminster.
9. Introduce a job creation programme

What the Alliance wanted:

· A job creation programme open to a wide range of out-of-work adults, including those being moved off incapacity benefits, targeted at the local areas with the greatest shortfall in job opportunities
What the government has announced:

· A Youth Contract, applying across the whole of Britain, worth £940m over the life of the spending review

· A subsidy of £2,275 to private sector employers taking on young people, expected to fund 160,000 places

· £50m a year to address 16-17 year olds not in education, employment or training

Verdict:

The subsidy to take on young people is not a job creation programme.  Its main effect may be to encourage firms to take on younger workers in preference to older jobseekers.  This may make the job prospects of former incapacity claimants, in particular, even worse.
10. Fund local authorities fairly

What the Alliance wanted:

· A funding system that offers reasonable rewards for delivering economic growth
· But also one that continues to compensate, through government grant, those councils that have a fundamentally weak local tax base
What the government has announced:

· The Autumn Statement did not address this issue
Verdict:

The squeeze on public spending continues, and the need to defend the resources available to councils.
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