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Introduction and Background

Background

1.

Since the autumn of 2008, the Committee for Enterprise, Trade & Investment has
closely followed of impact of the downturn on Northern Ireland businesses. The
Committee received requests from a number business representative bodies to
brief the Committee on the impact of the downturn on their sector. In November
last year the Committee started taking evidence from businesses and business
representative bodies on the impact of the downturn. This scrutiny was
formalised when the Committee agreed last autumn, to seek oral briefings from a
number of representative organisations, to undertake visits to businesses and to
seek briefings from Small and Medium-sized Enterprises (SMES) at its meeting in
North West Marketing in March this year. The purpose of the scrutiny was to
provide the Committee with a clear understanding of the impacts of the downturn
on businesses in Northern Ireland and to capture information from business on
what they believed Government should be doing to assist businesses during these
difficult times.

The Committee agreed that, in order to share the information to the widest
possible audience it was appropriate to draw together this paper to share with
MLAs and to debate in Plenary in a “Take Note’ debate.

The background paper from Assembly Research at Appendix 1 outlines the
origins of the economic downturn, the current picture and forecasts for recovery.

Introduction

4.

The purpose of this paper is to collate the issues raised by businesses and
organisations representing business interests during the Committee’s scrutiny of
the impact of the economic downturn on Northern Ireland’s businesses. Also
included is a summary of evidence taken by other statutory committees on the
impact of the downturn on business (Section 3), suggestions from business
organisations, provided in written and/or oral briefings, for steps which
Government could take to assist businesses at this time (Section 4) and a summary
of existing, mostly Government, initiatives to support business (Section 5).

In the course of its scrutiny, the Committee took either written or oral evidence
from the following business representative bodies:

e |Institute of Directors (loD);

e Confederation of British Industry (CBI);
e Construction Employers’ Federation;

e Enterprise Northern Ireland;

e Federation of Small Businesses (FSB);
e North West Marketing;



10.

e Northern Ireland Manufacturing;

e Northern Ireland Council for Voluntary Action (NICVA);

e Northern Ireland Independent Retail Trade Association (NIIRTA);
e Ortus Business Development Agency; and

e Ulster Community Investment Trust (UCIT);

The Committee also requested a written and oral briefing from the Irish Congress
of Trades Unions but they were unable to provide this.

At its meeting in North West Marketing, the Committee heard from SMEs. Those
attending were ABC Fire Protection, Fern Software and Joe Gallagher
Entertainments.

The Committee also conducted visits to Irwin’s Bakery, Craigavon and Almac,
Craigavon to discuss the impact of the downturn on major Northern Ireland
exporting organisations.

The Committee engaged with relevant organisations within Government including
the Department for Enterprise, Trade & Investment(DETI) and Invest NI. The
Committee received papers from the Department for Finance & Personnel in
relation to the 10-day target for the payment of Government invoices. Tourism is
a vital aspect of the Northern Ireland economy and, with this in mind, the
Committee was briefed by both the Northern Ireland Tourist Board (NITB) and
Tourism Ireland Ltd (TIL).

In order to seek clarification on some of the issues raised during its scrutiny, the
Committee met with the British Bankers” Association and representatives of the
four main Northern Ireland banks, namely the Bank of Ireland, the First Trust
Bank, the Northern Bank and the Ulster Bank. To further clarify issues raised by
the banking sector, the Committee wrote to Lord Mandelson, Secretary of State
for Business, Enterprise and Regulatory Reform (BERR).



Evidence from Businesses and Business Representative
Bodies

Upward Pressure on Raw Materials

11. Irwin’s Bakery told the Committee that the price of raw ingredients is increasing.
The Consumer Council also state that food prices have increased by 8% from this
time last year. With the current exchange rate with the Euro, it has been predicted
that imported raw materials will increase in price.

Downward pressure on prices from multiples

12. Some stakeholders state that for some businesses volumes are holding but that
generally, supermarkets are being pressurised during the downturn and are having
to impose price reductions on suppliers. NIIRTA support this view, stating that
independents cannot drive prices down in the same way as multiples can. They
state that multiples are putting pressure on suppliers and insisting on lower prices.
They also state that cross border trade is mostly with multiples with no
reinvestment in the economy here.

Cashflow

13. NIIRTA states that there is a stronger push from suppliers for payment within 30
days. FSB state that cashflow is the single biggest problem for small businesses.
Ken Nelson told the Committee at the NW Marketing meeting that 70% of SME
time is spent chasing debt from other businesses, leading to problems with
cashflow and liquidity.

Banking Issues

14. At the visit to Irwin’s Bakery, Committee members were informed that, although
interest rates are down, banking costs are not. There is a feeling that banks are
targeting companies who they know can pay with extra charges. The FSB support
this, stating that 33% of their members said that their banks are imposing a change
in their financial arrangements which has made them less well off. Changes
include new lending conditions with increased charges and rates, reduced
overdraft facilities and banks requesting more security for loans. The loD also
told the Committee that banks are rearranging rates and charging arrangement fees
to customers.

15. NI Manufacturing state that credit insurers are refusing to cover, forcing otherwise
good business to go back to banks because they cannot get credit. They state that
the current top-up scheme is inadequate in terms of timing and level of support,
giving banks even more opportunity to take advantage of SMEs. When further
information was requested by the Committee NI Manufacturing responded as
follows:



16.

17.

18.

19.

“The starting position used to be bank base rate plus 120 to 275 basis
points (ie. 1.7% to 3.25%). The banks have unilaterally adjusted the
starting position at 3 months LIBOR (London Inter-Bank Lending Rate)
which effectively increases interest by circa 75 basis points (ie to 1.25%
which is 50 basis points plus 75 basis points). The margins are now 200 to
450 basis points (ie 3.25% to 5.75%) and | am aware other local banks
are looking at margins of 500 to 750 basis points (ie. 6.25% to 8.75%).”

the loD states that the banking crisis has compounded the problems for businesses
attempting to find funding for investment and working capital. The FSB believes
that Government should put pressure on local banks to ensure that they offer a
‘fair deal’ to local SMEs.

The Ulster Community Investment Trust (UCIT) provides loan finance to social
enterprises that often experience difficulties in accessing finance from elsewhere
because of the perceived credit risk associated with their business model. UCIT
state that social enterprises are experiencing difficulties in accessing finance from
the banking sector. To test this theory, UCIT contacted 36 (52%) of their existing
loan-holders and new applicant organisations at the beginning of June 2009.

Of the 36 social enterprises contacted 39% (14) indicated that they had come
directly to UCIT for loan finance. Of the remaining 22 respondent organisations
that approached the banks for loan finance before opting to take a loan out with
UCIT, 82% (18) indicated that they had experienced difficulties accessing bank
finance. Of these respondent organisations:

e 7 had been refused a loan or overdraft facility;

e 10 felt that the banks had applied excessive interest rates and fees to new loan
facilities;

e 5indicated that their bank had increased interest rates on existing loans and
overdrafts; and

e 5indicated that their assets were unacceptable as security for the banks.

Where a respondent organisation specified which bank they had approached, one
of the four main local banks was highlighted.

Differences in the way banks operate here compared to GB

20.

NI Manufacturing state that there are differences in the approach taken by banks
here compared to GB in relation to lending. They state that credit is easing in GB
and excessive margins are not being charged by the main banks. They state that
their counterparts in GB are surprised to hear stories on Northern Ireland banking.
They believe this should be investigated. They also feel that local banks do not
take the Lending Panel seriously and that it needs to have a stronger, more active
interface in Northern Ireland.

Finance Schemes

21. The CBI stated that there is difficulty in understanding the various finance

schemes throughout the UK. They state that there is a feeling that more services



22.

23.

24,

are announced than are available. The loD state that when they have sent their
people into banks to check on the availability of schemes, many bank staff do not
know about some of the schemes which businesses have been told are available.
The FSB support this, stating that small business are often unaware of the support
and assistance that is available to them. They state that the ‘Solutions for
Business — funded by government’ document published by BERR should be
replicated by DETI, providing a one-stop comprehensive guide to available
financial and technical assistance programme. DET]I has recently published its
matrix of available support to business (Appendix 2).

The FSB state that less than 3% of small businesses say their banks are making
the Enterprise Finance Guarantee (EFG) scheme available to them. They say that
one third of small businesses say their bank is less helpful now than it had been
before the credit crunch began.

NI Manufacturing state that there have been job losses through lack of finance to
fulfil orders. They also state that the Hardship Relief Scheme seems to be
difficult to access and, if a company applied to it, alarm bells would be raised in
that industry.

In a response to a request for information issued by the Committee on 29" January
2009 on the provision of the EFG, Lord Mandelson, Secretary of State for
Business Enterprise & Regulatory Reform, replied to the Committee on 27" May
2009 stating that the Northern Bank was one of the eight original EFG lenders to
launch on 14 January, the Bank of Ireland and Ulster Bank migrated to EFG when
they were ready to do so and that the First Trust Bank were also invited to migrate
and that they anticipate making progress towards getting First Trust Bank active
as an EFG lender shortly. He further stated that, UK-wide, as of 13™ May 2009,
lenders have logged over 3340 eligible cases with a value of over £375 million.
No specific information was provided in relation to Northern Ireland.

Rising electricity prices

25.

NIIRTA state that rising electricity prices are having an adverse effect on
business. NI Manufacturing agrees, stating that non-domestic electricity prices in
Northern Ireland are significantly higher than UK/European competition, placing
NI Manufacturers at a competitive disadvantage.

Legislation adding cost to business

26.

At visits to Irwin’s Bakery and Almac Committee members were informed that
legislation is adding cost to business. Issues raised included:

o Belief that social agenda type legislation means that agency workers have the
same rights as full-time staff.

e Working week coming down to 48 hours is impacting on business.

e Road transport hours legislation is costing businesses more than the relief
from the cap on industrial rates. The cap on industrial rates was essential, it
saved manufacturing and cost Government £20 million. However business in
general paid £23 million in additional water charges over the same period.



It is a business unfriendly environment in relation to employment legislation.
Settling disputes is too expensive and the process is overly lengthy compared
to GB.

Invest NI bureaucracy

27. Many organisations and individuals who engaged with the Committee were
concerned by what they perceived as unnecessary bureaucracy within the Invest
NI system. Irwin’s Bakery, Almac, Eamon Scullen from Fern Software, Eddie
Boyle from ABC Fire Protection and John McGowan from NW Marketing
informed the Committee of difficulties with Invest NI. Comments included from
various stakeholders are summarised here:

Although there are good people in Invest NI, the organisation can be
frustrating to deal with as these people are fighting against a system which is
very formulaic and process driven and not equipped to take advantage of
opportunities now.

Invest NI need to do some risk-taking but get taken to task by government
when they get it wrong.

The rules should be changed so that Invest NI are content to lose a certain
percentage of aid.

There is a good working relationship with Invest NI but when an application
gets into the system, it grinds to a halt.

Long time periods involved in getting applications through the system can be
very frustrating.

The length of time it takes to get viable and good projects through the system
does not help innovation.

There is a lot of ‘red tape’/*jumping through hoops’ with Invest NI.

There can be difficulties meeting all of the criteria for support. If one criterion
is not met, then support is not offered.

Many companies are not engaging with Invest NI due to bureaucracy, red tape
and lack of local accountability.

There are difficulties in understanding who to talk to in order to get support.

One company, with 10 staff, has four contact points in Invest NI on four
ISsues.

Invest NI was compared less favourably to the IDA (Industrial Development
Agency in Rol) where assistance is available with planning and regulatory
requirements.

Perceived Invest NI bias towards large organisations

28. Many organisations felt that the issue of support for SMESs needs to be addressed.
The matter of who will speak for small business post RPA was considered a key
issue by Ken Nelson from NW Marketing. The FSB believe that Invest NI should
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29.

increase its programme of assistance for non-member SMEs. The CBI suggested
that there should be more support for companies which are not Invest NI clients.
Eddie Boyle, from ABC Fire Protection felt that, in the economic downturn, there
should be more flexibility, better recognition of SMEs with programmes
identifying new or potential opportunities for business. NIIRTA believe that
DETI and Invest NI could give more practical support, taking the retail trade
sector’s views into consideration. They feel that the views of small businesses are
often swept aside, for example, in planning.

CBI stated that there is no active support for SMEs. The only support being the
www.nibusinessinfo.com website.

Perceived Invest NI bias towards Belfast region

30.

At its meeting in NW Marketing, the Committee heard the perception that Invest
NI does not function widely outside Belfast. Members were told of the perception
that officials in Invest NI concentrate on Belfast.

Planning issues

31.

NIIRTA feel that the views of small businesses are often swept aside, for
example, in planning. It was also felt that more assistance with planning is
offered by the IDA than is available from Invest NI. Almac felt that there is a
need for change in planning policy to ensure that the needs of business are
considered. This did not relate directly to planning applications but to the
compatibility of neighbouring applications with existing businesses.

Public procurement

32.

The loD state that, following the announcement that public sector invoices would
be paid within 10 days of receipt, there is no indication of whether this target is
being met. They asked the Committee for Enterprise, Trade & Investment to seek
confirmation that public sector payment was being made more quickly. In
response to this, the Committee obtained figures from all Government
departments. This is at Appendix 3. The FSB believes that there should be a full
(but swift) review of the public procurement system, including a relaxation of
framework agreements where feasible to enable access to government contracts by
small firms.

Tourism
33. The Northern Ireland Tourist Board (NITB) report that hotels, guesthouses and

B&Bs expect a broadly negative impact as a result of the economic downturn.
Some self-catering establishments expect an improvement. Car hire and coach
operators expect a decline. However, attraction operators are more positive as the
outlook for closer to home markets remains strong. It is expected that Northern
Ireland tourism will be impacted by a decline in visitors to the Rol. There are
indications of an expected increase in revenue from the domestic market, with
fewer people from Northern Ireland expected to take a foreign holiday. During

11
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34.

35.

36.

37.

38.

2008-09 NITB invested heavily in marketing Northern Ireland within the Rol.
The Rol is the only main market area to record growth in visitors in 2008. NITB
will focus it efforts targeting holiday visitors domestically and in the Rol during
2009. NITB reports that it is maximising the advantage of current exchange rates
with the Euro.

Both NITB and TIL state that the expected 13% reduction in direct access to
Northern Ireland from GB presents a real challenge to growth in tourism. The
business travel sector is estimated to have declined by 7% during 2008. Evidence
from the GB market suggests that when holidaying at home, people from GB do
not consider Northern Ireland because of the lack of awareness around Northern
Ireland as being in the Sterling zone. NITB further state that:

“The current positioning of Northern Ireland in the context of the island of
Ireland appears to be preventing Northern Ireland from capitalising on
any potential value because awareness is now so low in the market.”

Tourism Ireland predicts that, in 2009 visitor numbers to Northern Ireland are
expected to decline by between 3% and 8% and revenue is expected to decline by
between 4% and 14%. Northern Ireland is expected to benefit as a tourism
economy however it is stated that the 13% decline in access to Northern Ireland
from GB may dampen the benefit.

In relation to exchange rates, it is stated that sterling has deterioriated by 19%
against the Euro since November 2008 and that this is expected to have a
significant effect on travel and should encourage holiday makers to either holiday
domestically or in non-Eurozone destinations.

In relation to competition, it is stated that non-Eurozone destinations are engaging
in significant tactical advertising.

Tourism Ireland intends to spend 66% of its marketing budget during the first half
of the year.

Latest Labour Market Figures

39.

40.

41.

Figures released on 17" June 2009 recorded a third successive quarterly fall in the
number of Northern Ireland jobs and a further rise in unemployment levels.

The Northern Ireland seasonally adjusted unemployment rate, as measured by the
Labour Force Survey, was estimated at 6.2% for the period February to April
2009. This represented an increase from the rate of 5.7% recorded in the previous
quarter and was also up from the rate of 4.0% recorded in the same period one
year ago. However, the Northern Ireland unemployment rate remained below the
UK average (7.2%) and was also lower than the European Union (8.3%) and
Republic of Ireland (10.6%) rates for March 2009.

The more recent claimant count measure of unemployment stood at 48,000 in
May 2009, with the number of claimants having increased by 1,900 over the
month. While this is the smallest rise in the last seven months, the increase in the
previous month was broadly similar (2,000). Over the year to May 2009, the
number of unemployed claimants in Northern Ireland has increased by 23,100
(92.8%), which is slightly higher than the equivalent UK increase (88.7%). Just
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42.

43.

44,

over half of the annual increase (58% or 13,300) in Northern Ireland has occurred
in the last 6 months.

Seasonal adjusted estimates from the Quarterly Employment Survey showed that
there were 715,050 employee jobs filled in March 2009. This represented an
estimated net decrease of 6,220 over the quarter and a fall of 19,030 over the year.
The decrease over the quarter was driven by falls in Service sector (-2,770),
Manufacturing sector (-1,790) and Construction sector jobs (-1,520). This was the
third successive quarterly decrease in the seasonally adjusted employee jobs
(employee jobs decreased by 6,500 over the previous quarterly period).

The seasonally adjusted number of working age persons that were economically
inactive increased by an estimated 14,000 over the quarter and the corresponding
working age economic inactivity rate increased to 29.0% (in February — April
2009). The Northern Ireland inactivity rate remained considerably higher than the
UK average rate (20.8%) and was the highest of the UK regions.

The Department was notified of 321 confirmed redundancies6-8 which took place
in May 2009. This compares to 545 in April 2009 and 155 in May 2008. There
has been a 156% increase in the number of confirmed redundancies over the last
year to 31st May 2009 — 4,433 compared to 1,735 in the previous year.

Invest NI Client Performance

45.

The Invest NI Client Performance Bulletin — May 2009 is at Appendix 4. The
bulletin provides an overview of the impact of the downturn on Invest NI clients.
It deals with redundancies, client monitoring, employment forecasts, sales
forecasts and investment intentions of client companies.

13
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Evidence From Other Statutory Committees

Committee for Agriculture & Rural Development

46. The Committee for Agriculture and Rural Development has had a number of
discussions with regards to this matter and would emphasis the negative impact
the economic downturn is having in respect of the agricultural industry, in
particular the following matters:

Dairy Sector

47. The economic downturn has contributed to extreme conditions being faced by the
dairy sector. This has culminated in the cost of producing a litre of milk being
some 6p per litre more than the price being received at auction. The Committee
has been successful in lobbying the European Commission to intervene in the
form of re-introduction of export refunds. However, this is a short-term solution
and longer term action is required to support this vital industry.

Marketing and Processing

48. The Northern Ireland Rural Development Programme (NIRDP) has a number of
measures aimed at Marketing and Processing and has committed upwards of £20
million towards these. However, the economic downturn has resulted in farm and
other agricultural businesses being reluctant to invest monies into these areas,
focussing on keeping their core businesses profitable. This is evident in other
schemes on offer in the NIRDP such as the Woodland Grants Schemes. The
Committee for Agriculture and Rural Development has called on the Department
to reallocate monies from within these areas to the Farm Modernisation
Programme.

Committee of the Environment

49. The Committee for the Environment was briefed by on the economic downturn in
the construction industry by representatives of the Construction Industry Group NI
(CIGNI) at its meeting on 22 January.

50. The main points of the briefing were:

e At the end of November 2008 there were 8,200 construction workers claiming
unemployment benefits. This is an increase of 90% since November 2007.

e Since the start of 2008 alone, an additional 3000 construction workers are
claiming Jobseekers Allowance.

e During October CIGNI had projected that the number of construction workers
claiming unemployment benefit would rise to over 10,000 by the summer of
2009. Following the significant acceleration in the number claiming benefits
in November they now anticipate that the 10,000 mark will be reached by the
end of February or sooner.

15



The figures for Jobseekers claims do not reveal the true extent of
unemployment within the industry — some are self employed and have taken
on other jobs whilst some are foreign nationals and have returned home.

The industry estimates there may be 2000 construction jobs being lost each
month.

NHBC (National House-Building Council) registrations of housing starts are
down 61% over the past 12 months

The Construction Employers Federation (CEF) published ‘Review of Planning
Processes in Northern Ireland” and has lobbied intensively for fundamental
reform to the planning system for many years.

The industry welcomes recent commitments to bring forward a number of
measures to improve the system. It is now essential that these commitments
are implemented on the ground as Government intervention is crucial.

CIGNI is continuing to work with the Northern Ireland Environment Agency
on implementation of the Better Regulation programme with particular
emphasis on waste and recycling issues which could help the industry. Of
particular note is the work on developing quality protocols for topsoil, asphalt
planning and recovered oil.

51. The Committee has also recently asked the Department of the Environment to
reconsider their plans to introduce legislation and schemes which would raise or
introduce fees. These include:

Amended draft determination of fees for entertainments licences
Waste Management Charging Scheme

Introduction of application fees and annual subsistence charges for abstraction
and impoundment licensing

SL1 - European Whole Vehicle Type Approval — Individual Vehicle Approval
Fees Legislation

Increase to annual charge in respect of Water Order consents to discharge that
are subject to monitoring

Proposed increases in charges under the Pollution Prevention and Control
(PPC) and Radioactive Substances (RAS) charging schemes

The Planning (Fees) (Amendment) Regulations (NI) 2009

52. The Committee is particularly concerned about the Department’s proposals to
increase planning fees by 20% and has asked the Minister to reconsider all the
proposals in light of the current economic climate.

Committee for Regional Development

53. On a number of occasions in the past year, the Committee for Regional
Development received written and oral briefing from organisations such as the
Quarry Products Association. Specifically, on 12 November 2008, Members heard
from the Construction Industry Group on the impact of the economic downturn on
the construction and roads maintenance sector in Northern Ireland, and in January
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54,

2009, considered proposals from the Quarry Products Association to bring
forward planned work from 2009/10 into 2008/09 to support the industry, and the
barrier to these proposals posed by the current accounting rules. In response, the
Committee wrote to the Minister for Regional Development and the Committee
for Finance and Personnel, seeking a solution to the accounting rules problem and
expressing its support for Ministers in working together creatively to find
budgetary and other solutions to bring forward roads maintenance work.

The Committee for Regional Development also held a concurrent meeting with
the Committee for Finance and Personnel, on 18 February 2009, to hear an oral
pre-briefing on a research paper produced by the Economic Research Institute for
Northern Ireland entitled Mitigating the Recession: Options for the Northern
Ireland Executive. Among other issues, this report looked at ways of freeing up or
accelerating spend to maintain employment in the construction sector. A copy of
this report is available on
www.erini.ac.uk/dsp_publications.cfm/publication_key/2203/ .

Committee for the Office of the First Minister & deputy First Minister

55.

56.

57.

The Committee have concerns regarding the impact that the economic downturn
will have in relation to meeting targets in tackling child poverty, specifically one
of the action areas is getting lone parents and other parents into the workplace
which is made more difficult as a result of the economic downturn.

In relation to the Investment Strategy, the Committee for the Office of the First
Minister and deputy First Minister have taken evidence from the Federation of
Small Businesses who raised concerns regarding the problems small businesses
are having in accessing procurement contracts particularly in the current economic
climate.

Also in relation to the Investment Strategy, the Committee for the Office of the
First Minister and deputy First Minister consider that getting big projects up and
running for example Maze/Long Kesh would help to reinvigorate the economy.

Committee for Health, Social Services & Public Safety

58.

59.

60.

On Thursday 29 January 2009 the Committee met informally with the
Construction Industry Group Northern Ireland, an umbrella group incorporating
groups covering all aspects of the Construction Industry. The Construction
Industry Group outlined proposals in the health sector that could help to alleviate
the unprecedented levels of unemployment in the construction industry. These
were:

New Healthcare Projects — Representatives from CIG explained that while £3
billion may have been set aside for healthcare facilities, the size and complexity of
the projects alongside long lead-in times means that a large proportion of this sum
can be used up on just a few projects.

Land Sale — The CIG discussed the current position regarding the sale of land and
in particular the site at the Belvoir Park Hospital. It was stated that originally it
had been envisaged that the revenue from the sale of this land would be part of the
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block budget but due to the current economic climate this was unlikely to happen
leaving a potential deficit in funding for capital projects.

61. Health Estate Projects — The CIG hold the view that many health facilities in ‘dire
need of repair’ could quickly be brought up to minimum standards if revenue
funds can be allocated.

62. The Committee subsequently raised these concerns with the Minister for Health
Social Services & Public Safety and with the Office of the First and deputy First
Ministers.

Committee for Education

63. The capital allocation for the Education Sector this year amounts to over £250
million which will be used to help progress around 100 approved major works
projects as identified in the department’s Investment Delivery Plan plus support a
number of minor works projects across the sector. This will represent a
significant flow of work for the construction industry in the coming year.

64. Also, an additional £5 million will be made available, in year, to supplement
existing levels of planned investment for maintenance of the education estate.

65. In addition to the above, the Minister has also provided funding to extend the
current Clothing Allowances Scheme to cover primary school children as well as
those in post-primary schools (see paragraph 5 (v) above for further details).
These resources have been provided in recognition of the hardship facing parents
at this time and will help those in the community with young families who
struggle to meet the cost of basic everyday needs, such as the cost of school
uniforms.

66. Schools Maintenance (£14.8 million) — due to other pressures, such as increased
energy and utility costs, Education and Library Boardss have been unable to set
aside adequate funding to make a significant impact on the level of backlog
maintenance in each Board area. The extent of maintenance backlog in schools is
significant and failure to address this will compound the problem through further
deterioration of the education estate. Any resources secured, would be additional
to the £5 million set aside in the recent budget process and would provide a small
measure to address immediate maintenance works. Funding for maintenance
would align with the overall objective of supporting the economy in this period of
economic downturn by providing additional support for the construction industry.

Committee for Employment & Learning

67. From the beginning of this Assembly session | September 2008, it has been
apparent to the Committee that what started as an ‘economic downturn’ was
turning into something rather more. In September/October 2008, the Committee
took evidence from stakeholders on the downturn in the in the construction
industry. The Committee understands that this industry tends to be a harbinger of
the future of the economy generally. By the third quarter of 2008, the construction
industry was clearly in trouble with housing building grinding to a house and
many other building projects being moth-balled. The Committee realised that a
significant way to stimulate the economy would be pushing ahead with public
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68.

69.

capital investment projects. To that end the Committee wrote to all Executive
Ministers in the final quarter of 2008 asking them to outline what capital
investment projects their departments were due to undertake in the next year to 18
months. The Committee advocated that Ministers assess which of these projects
could be brought forward and that these should be started as soon as possible.
Other Committees supported this initiative, with the OFMdFM Committee writing
a similar letter to Executive Ministers a few weeks later.

A further consequence of the downturn in the construction industry has been the
redundancy of hundreds of apprentices in this sector. The downturn’s movement
into a recession precipitated the redundancy of dozens of apprentices across a
number of industries. The Committee’s actions prompted the Employment and
Learning Minister to announce contingencies to help apprentices in the
construction, automotive and engineering manufacturing industries in October
2008. This prompted the Committee to undertake an Inquiry into the way forward
for apprenticeships, with a particular focus on how to give apprenticeships greater
‘recession proofing’. The debate on the report is scheduled for 22nd June. The
Committee’s lobbying in this area caused the Minister to announce a training
allowance scheme aimed at the engineering manufacturing sector in May 2009.
This *Skillsafe’ scheme is aimed at helping employers to fund training for
apprentices or other workers that have been put on short-time.

The Inquiry has been a part of the Committee’s wider strategy of using every
platform to emphasise to employers that the downturn is a key time to continue
investing in skills and training so that they are in a position to benefit when the
upturn comes and new industries emerge in a restructured global economy. During
this Assembly session the Committee has also lobbied the Department of Finance
and Personnel to ensure that funding for upskilling and reskilling programmes
managed by DEL are prioritised in any budget exercises as a way of building the
local economy skillbase for the upturn when it comes.

Committee for Culture, Arts & Leisure

70.

71.

In January 2009, the Culture, Arts and Leisure Committee began its inquiry into
funding of the arts in Northern Ireland. The Committee took and is still taking
evidence from a range of stakeholders including the Arts Council, professional
arts organisations and community/voluntary based arts organisations.

During the evidence sessions, witnesses highlighted the impact of the economic
downturn on the funding available to the arts, from both the public and private
sectors. For example, it is becoming increasingly challenging to attract private
sponsorship for arts events as businesses are cutting back on this kind of
expenditure at present. Similarly, the economic climate puts greater demands on
the public purse, and there is the perception that funding for the arts may suffer
because of this.

Committee for Finance & Personnel

72,

On 24 September 2009, the Committee heard evidence from the Construction
Industry Forum for Northern Ireland, on the Forum’s role to alleviate the
slowdown in the construction industry.
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73.

74,

75.

76.

77.

78.

79.

The Committee’s ongoing inquiry into public procurement policy and practice in
Northern Ireland is focusing on the options for maximising the involvement of
local Small and Medium Enterprises and Social Economy Enterprises in public
contracts, with the ultimate aim of realising additional economic and social
benefits from the public procurement process in NI. To date, the Committee has
received 35 written submissions and is in the process of taking oral evidence from
a wide range of stakeholders.

The Committee has taken evidence from DFP officials on progress in 2008/09 on
the Department’s Investment Delivery Plan and, on 1 April 2009, took evidence
from both DFP officials and the Chief Executive of the Strategic Investment
Board on the various options available for financing the Investment Strategy for
NI (ISNI) which will have a major impact on the local construction industry.

The Committee has continued to monitor the development of a Regional
Economic Strategy for NI and the implications for local businesses from the
recommendations in the Varney Review of NI’s competitiveness.

Representatives from the British Bankers’ Association and from the main local
banks gave evidence to the Committee on 14 January 2009 on the role of their
organisations in alleviating the downturn. A further session with these banks has
been arranged for 17 June 2009, together with evidence from a number of
Northern Ireland’s other mortgage lenders. Prior to this, on 10 June 2009, the
Committee will take evidence from the Institute of Directors on its recent survey
of NI businesses’ experience of accessing finance from the local banks.

The Committee held a concurrent meeting with the Committee for Regional
Development on 18 February 2009, to take evidence from the Economic Research
Institute of Northern Ireland on Mitigating the Recession.

The Committee has previously offered its support for DFP’s proposal to introduce
a Small Business Rate Relief scheme and a briefing on the outcome of the public
consultation on the integrated impact assessment for the proposal, has been
provisionally arranged prior to summer recess.

The Official Report of these evidence sessions is available on the Committee’s
web pages.

Committee for Social Development

80.

The Committee received a briefing from the Construction Employers Federation
on 11 December 2008 in relation to the economic downturn and considered the
following points:

e Unemployment in the construction industry (which was at that time estimated
at around 8,000) was accelerating and was possibly being masked by factors
including emigration and reduced working hours;

e The downturn was adversely affecting apprenticeships in the construction
industry;

e Total workload in the construction industry was low owing to a decline in new
housing starts;
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81.

e Construction costs — energy, transport and raw materials — were reportedly
increasing;

e The construction industry was calling for capital projects to be brought
forward by the Executive;

e Under-spending and discontinuity of funding was exacerbating the difficulties
facing the construction industry; and

e Unsold housing stock was slowing the recovery of the domestic housing
market.

The Committee supported the view that targeted, affordable efforts should be
made to stimulate the construction industry during the downturn. The Committee
indicated that the social housing programme together with housing refurbishment
and maintenance programmes represent a good investment for the Executive both
in respect of the immediate economic and employment benefits and the longer
term gains for individuals, families and communities of more and better social
housing. Nonetheless, the Committee recognised the difficult budgetary position
that the Executive is experiencing and called on stakeholders to work together
constructively to explore alternative financing solutions for social housing and
new ways in which to ease other difficulties relating to the downturn.
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Suggestions from the Business Sector on how
Government can Assist

Additional ideas and suggestions

82.

Many of the organisations which engaged with the Committee presented ideas and
made suggestions for steps which could be taken by Government to assist business
during the economic downturn. This section provides details of those ideas and
suggestions.

Institute of Directors

83.

84.

85.

86.

87.

Key messages from the Institute of Directors to the Committee are:

e The loD commends the recommendations of the Economic Development
Forum’s priority actions report to the Committee.

e The focus for the Assembly must be on maintaining employment.

e During this time of economic downturn, all organisations, whether in the
public, private or voluntary sectors must be encouraged to invest in skills,
R&D, innovation and making themselves more efficient to enable them to
come out of the recession in as strong a position as possible.

e Qur politicians need to show their understanding of the impact of the economy
on all other aspects of the community and to ensure that their decisions are
‘economy proofed’.

e Decisions should be taken to bring forward public investment projects to
support the construction sector and thereby secure jobs in other sectors.

The loD also recommends a number of specific actions to assist the economy
during the downturn. These are outlined below.

Planning: Evidence shows that while some planning applications are being
processed more quickly, the Planning Service itself does not acknowledge the part
it has to play in supporting the central economic priority of the Programme for
Government. The Committee should urge the Environment Minister to do more
to change the culture within Planning Service and to speed up the decision making
process on projects that have the potential to create substantial construction jobs
with private sector investment.

Faster public sector payment: The Committee should seek evidence that this is
actually happening.

Capital spend: The Committee should call for capital projects to be brought to
market as soon as possible to create jobs and infrastructure (Departmental core
capital expenditure projects — schools, roads, etc — and Olympic facilities,
regeneration sites, etc) even if these fall outwith the responsibility of DETI. The
impact of the state of the construction sector on the whole economy requires the
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88.

89.

90.

91.

92.

93.

94.

95.

ETI Committee to urge the relevant Ministers to prioritise maintenance spending
on roads, schools, hospitals, etc before the year end and to increase maintenance
budgets into 2009-10.

Assembly decisions: With current financial constraints and continuing pressure on
the Northern Ireland budget from Treasury, politicians need to make sure that
their decisions are ‘economy proofed” — for example, free prescriptions for all
rather than to those in real need, and the fuel poverty package that provides
financial assistance rather than increasing grants to make homes more fuel
efficient or working with the energy suppliers to organise credits at a better rate.
Economy proofing also applies to legislation that might add to the bureaucratic
and cost burden of firms including such proposals as the extension of holiday
entitlement.

Executive: The Committee should demand of the Executive a weekly update on
what actions it is taking to address the economic situation. We would like to see
the economy as an Executive agenda item at every meeting. 1oD has called for a
champion for the economy to ensure that all parts of government take their role in
support the economy seriously.

Tourism: The Northern Ireland Tourist Board should be supported and
encouraged to market itself more aggressively while sterling exchange rates make
Northern Ireland a more affordable tourism destination. This will require co-
ordinated action across DETI, DRD and DEL,

Energy: Capital support for investment in energy efficiency and cost effective
renewables would be valuable in helping to leverage private investment. The
public sector can lead by example in energy efficiency.

Research & Development: The Committee should support the provision of
funding to take forward the MATRIX recommendations and, in particular, to
exploit the potential of the renewables sector.

Skills: Again this is outside the Department’s remit but this is a god time to make
investment in re-skilling and up-skilling the current workforce and the wider
labour-force including those in leadership and management positions and to
communicate what support is available. The Committee could encourage the
Minister to support internship schemes for graduates.

Banks: Local banks should be encouraged to utilise the Enterprise Finance
Guarantee Scheme and Working Capital Scheme, which are available to support
businesses. Since many banks now have received considerable public funding,
the Committee should monitor whether the banks are providing the necessary
funding to support viable projects/companies in the private sector. The executive
needs to ensure that sufficient funding is available for Northern Ireland SME's and
homebuyers. Actions are being taken by the headquarters of the big 4 local banks
that will help their economy e.g. AIB and Bol in Rol increase lending capacity to
small to medium enterprises by 10% and provide an additional 30% capacity for
lending to first time buyers in 2009 as part of their recapitalisation package. We
need to ensure that Northern Ireland is not left behind.

Increased funding: The Executive could consider ways of increasing funding e.g.
increased borrowing or creating a Northern Ireland Investment Bond, managed by
local banks, to attract local savers by offering a better interest rate than is
available commercially and using the income to increase public investment.
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96.

The Institute believes that the Programme for Government and our own 1.7
Challenge still represent a way forward for Northern Ireland in spite of the current
economic situation. We would urge the Committee to challenge and monitor
progress on the objectives in the Programme for Government.

CBI Presentation

97.

98.

99.

100.

101.

The CBI suggested that SMEs could benefit from a *buddying up’ scheme where
top 100 NI companies provide support to about four SMEs each to assist them
during this time.

It was suggested that tourism sector could benefit from the tourism marketing
budget being increased or even doubled to ensure that Northern Ireland takes
advantage of the current weak sterling rate to attract more tourists to the region.

It was suggested that Government should take a longer term view. They believe
that education should be more focused to ensure that they are in a position to
deliver the skills that business need 3-5 years down the line. It was also suggested
that there is a need to focus Sector Skills Councils to engage with SMEs.

Further support for SMEs could be given through the DETI Enterprise Strategy
proposal to support SMEs through the 13 Councils.

The CBI also outlined the need to for Government to invest more in research and
development.

North West Marketing Meeting

102.

103.

104.

105.

106.

107.

It was felt that with a small export drive NI business could weather the storm —
this was considered an urgent necessity if business is to survive and succeed
during the economic downturn.

Need to market NI better during the window of opportunity which currently exists
with the weak sterling was suggested but it was stated that there is a need for
funding in order to support such an initiative.

It was stated that SMEs need additional support for start-up. This related to the
removal of grant support for start-up businesses. It was felt that selective grant
support is needed for SMEs.

It was stated that, with RPA, there currently exists an opportunity for all
stakeholders, including those from Government, business and business
representative bodies to work together to get a seamless package of support in
place to assist business at local and regional level.

It was felt that the 10-day target for the payment of Government invoices was not
being adhered to or enforced by Government. In response to this statement, the
Committee requested statistics from DFP on output against targets for each
Government Department. This information is at Appendix 3 and has been copied
to other statutory committees for information.

It was also suggested that failed businesses needed support to wind down.

Construction Employers’ Federation Written Briefing
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108.

109.

110.

Open the debate about how all Executive Ministers, both individually and
collectively, can make savings in order to allow a redistribution of funds into the
building and maintaining of our infrastructure — housing, schools, hospitals, roads
and water infrastructure etc.

Ensure that each Government Construction Client’s budgeted construction spend
for 2009/10, both capital and revenue, is published before the start of the next
financial year.

Highlight to all Government Departments that lowest price does not equate to best
value for money in the procurement process.

NICVA Written Briefing

111.

112.

113.

Government should also consider how it can help the voluntary and community
sector cope with the recession at least as well as in England. Many voluntary and
community organisations will be the innovators in the recession and many
organisations will find a huge surge of demand on their services caused by the
recession itself. At the very least funding relationships have to be dynamic,
decisions delivered early to allow for planning that can make best use of available
resources and funding tranches whether contracted or grant supported need a 10
day turn around as in England. It is unlikely the banks, even for a fee, will fund
the gap whilst organisations wait on payments.

There is the need for a modernisation and resilience fund package that helps good
organisations prepare for change. Government needs to plan and involve
organisations in the key areas that demand is expected to rise: advice services;
mental heath; labour market; and housing related issues to highlight a few.

But most of all we need to move more quickly and strategically while time is still
on our side. Inaction or simply waiting to see what will happen is likely to result
in more organisational damage than need be the case. A realistic assessment of
the situation by Government and the voluntary and community sector can lead to a
strategic response and individual actions by organisations to make themselves
more resilient to the fallout of the recession.

Northern Ireland Independent Retail Trade Association

114.

115.

116.

117.

118.

There needs to have ‘economy proofing’ of decisions in all Government
departments and a more joined up approach to Government.

Multiples should be in towns, not out of town as out of town developments result
in a decline in business in town centres.

NITB should work more closely —start a dialogue with the independent retail
sector and see where the sector can fit into its plans for tourism in the region.

There should be a DETI official in charge of each sector. For example, retailing,
manufacturing, etc. There should be a single point of contact in DETI for the
sector. There is a different way of working with the independent retail sector as it
is different to other sectors.

The Innovation agenda is very important. It is very high in the independent retail
sector. It should not be slowed down due to the economic downturn.
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Federation of Small Businesses

119. A full review of the recently introduced finance schemes, such as the Enterprise

120.

121.

122.

123.

124.

Finance Guarantee Scheme, should be carried out. This should include an
assessment of the number of loans applied for, the number approved, and of which
banks are actually providing them. This review should determine how successful
the schemes are, and what measures are needed to improve access for local firms

Investigate and challenge the issue of trade credit insurance for small businesses.
This has so far gone largely unhighlighted but is a significant problem for local
SMEs.

Introduce and promote a targeted support programme for businesses encouraging
greater energy efficiency, to include incentives and tailored advice.

Drive forward the recommendations made in the MATRIX panel report, to make
Northern Ireland the Centre of Excellence for green technologies, agri-food, IT
development, and pharmaceuticals.

Action on up-skilling the workforce and increasing the supply of suitably
qualified young people must be addressed urgently. There have been a variety of
reviews and strategies developed, some of which are still ongoing — but practical
action must now be taken to initiate real programmes to take these forward.

Put a freeze on any further regulations being imposed on small businesses for a
period of two years.

Northern Ireland Manufacturing

125.

126.

127.

Need continued focus on the release of Government Capital Projects to benefit
construction sector and save jobs.

Prompt decisions on projects to deal with the disposal of by products in
poultry/food industry such as Rose Energy proposal for biomass energy.

Good examples are One North-East and Scotland where they are tackling
renewable energy opportunities to create centres of excellence and incentives for
companies to develop in this area.

Almac Visit

128.

129.

If we can get the three parts working well together (Education, E&L and ETI) it
could be a blueprint for how things should be done.

The role of STEM champion is a full-time job.

Ulster Community Investment Trust

130.

Over the next 10 years UCIT will require a minimum of £20m in new capital to
meet the growing demand for loan finance from the social economy in Northern
Ireland. This level of investment is needed to improve the availability of finance
for commercially viable social enterprises that are well placed to expand their
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operations, create and retain jobs, deliver more public services, and ultimately
reduce poverty and promote community cohesion.

Proposal — Banks Lend to UCIT to Support Social Economy
131. UCIT is seeking the support of the four main local banks, including: Ulster Bank;
Northern Bank; Bank of Ireland; and First Trust Bank to lend UCIT £2 million per
annum over 10 years to help increase the availability of loan finance to the social
economy. The key features of our proposal are set out below:

No risk to banks as UCIT would accept all liability for borrowed funds, which
would be used to on-lend to the social economy. UCIT has nearly ten years
experience in social lending and investing public funds, a strong balance sheet
and more than £15 million in assets.

A portion of the £2 million invested annually by the banks into UCIT for on-
lending into the social economy would qualify for tax relief up to 5% per
annum over 5 years.

To ensure that this capital remains affordable for borrowers in the social
economy, a subsidised rate would have to be applied to the banks’ loan to
UCIT. This is critical, because charging the full cost of funds would result in
an unacceptable price for social enterprises borrowing from UCIT.

We estimate that if each of the four local banks invests £500,000 per annum,
they would incur a small cost which is likely to be off-set by tax relief
provided to the banks under the Community Investment Tax Relief scheme.

UCIT would on-lend funds to social enterprises at BoE base rate + up to 2%
(or a minimum base rate of 3% + up to 2% when the BoE is lower)

UCIT would agree to repay the original capital and interest on a monthly basis
over a term of 10 years with no risk of default. Any defaults by social
enterprises are a matter for UCIT.

132. By applying a subsidised rate, UCIT is trying to strike a balance between the
needs of:

UCIT — which needs to make funds available at affordable rates and generate
income to cover incremental costs and bad debts

Banks — who can provide funds to discharge their Corporate Social
Responsibility at a subsidised but reasonable rate

Social Enterprise Borrowers — who require access to finance at affordable
rates

Benefits to Local Banking Sector
133. By lending to UCIT to support the social economy, local banks would:

Support the Northern Ireland Executive’s work with UCIT to help grow the
social economy — generating goodwill

Make social finance more readily available to borrowers without the need for
banks to take on any risk
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e Enhance their Corporate Social Responsibility. As part of UCIT’s
communications strategy we would brand bank funds to demonstrate their
support for social enterprises in local communities across Northern Ireland

e Mitigate further calls for ‘gift’ funding from the sector

Evidence of Similar Schemes

Republic of Ireland

134.

135.

136.

In February 2007, the Irish Government announced the establishment of an
independent Social Finance Foundation (SFF) with €25m in seed funding secured
from the Irish banking sector. SFF acts as a wholesale supplier of investment
finance for on-lending by 5 accredited social finance providers, including UCIT
(Ireland).

Launching the initiative, the former Minister for Finance, Brian Cowan
acknowledged that social enterprises ‘have the potential to yield significant
economic and social returns but often experience difficulties in accessing finance
from mainstream financial institutions’.

In March 2008, the Social Finance Foundation reached agreement with the
banking sector to borrow an additional €6 million per annum over the next 12
years at a subsidised rate. As a result, the Irish banking sector will use SFF to
invest €97 million (approx. £88 million) into the social economy in the Republic
of Ireland over the next 12 years.

United States

137.

138.

The Community Reinvestment Act (CRA) was introduced in 1977 to compel
banks to provide financial services in so-called ‘red-lined’ disadvantaged
communities, where they previously refused to lend. The Act has encouraged
banks to partner with intermediaries such as Community Development Finance
Institutions (CDFIs) who offer financial services in these communities.

Banks’ support of the US CDFI sector was cemented following a 1995
amendment to the Act which made investing in a CDFI an accredited activity.

Great Britain

139.

140.

In the UK, it was originally envisaged that the banking sector would be a natural
ally of CDFlIs in terms of funding, investment and referrals. Much progress has
been made and a number of banks work very closely with the sector. However,
partnerships can be developed further, building on the concept of the US
Community Reinvestment Act.

UCIT fully supports the Community Development Finance Association (CDFA)
intention to work with representatives from the banking sector, the Department of
Business, Enterprise and Regulatory Reform and the Treasury to form a
‘Partnership Group’ that will formally agree a *Community Finance Charter’ by
the end of 2009 to ensure greater cooperation in the provision of finances to
under-served communities.
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Next Steps
141. There is an urgency to reach agreement with the four main local banks to ensure
that a minimum of £20m in new capital is made available to meet the demand for
loan finance from the social economy in Northern Ireland over the next 10 years.

UCIT has written to the four main local banks to request an opportunity to
meet and discuss our proposal

If the banks agree to our proposal, we will need to get a common loan
agreement signed off by all of the banks

UCIT would be keen to begin drawing down on funds in January 2010 at the
latest
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Existing Government Initiatives to Support Business

DETI Matrix of Financial Support Available to Business

142. In May this year DETI made available a matrix of the types of financial support
that have been made available to SMEs in order to help them through difficulties
in relation to the economic downturn (Appendix 2). The matrix provides an
overview of the main European, UK and NI schemes which have been introduced
as a direct response to the economic downturn. Schemes listed in the matrix are:

Working Capital Scheme, announced by BERR on 14" January 2009 to
provide working capital guarantees to banks;

Enterprise Finance Guarantee Scheme, announced by BERR on 14" January
2009 to provide guarantees of term loans (one to ten years) from banks to
SMEs;

Capital for Enterprise Fund, announced by BERR on 14™ January 2009 to
provide support for the conversion of business debt to equity;

Accelerated Support Fund, announced by Invest NI on 9™ December 2009 to
provide grant support for projects against eligible vouched and approved
expenditure;

Trade Credit Insurance To-up Scheme, announced by BERR on 22" April to
enable eligible businesses to purchase ‘top-up’ credit insurance cover;

European Investment Bank Fund (EIB), announced by EU/European
Investment Bank on 16™ December 2008 to provide EIB funding for term
bank loans to SMEs;

Business Payment Support Service, announced by HM Revenue and Customs
in 2008 with further expansion announced on 22™ April 2009 to enable
business facing temporary financial difficulties to spread tax payments over a
timetable they can afford and to offset tax payments where appropriate; and

The Ulster Bank regional Fund for SMEs, announced by the Ulster Bank on
5" February 2009 as a bank scheme to provide debt finance and provide
business with access to other options to help manage their capital and
cashflow.

Short Term Aid Scheme

143. Announced by the Minister for Enterprise, Trade & Investment on 26th May
2009, the Short Term Aid Scheme is a £15 million scheme by Invest NI to help
businesses during the current economic climate. The scheme commenced on 1st
June 2009. The scheme will allow qualifying businesses in the manufacturing and
tradable services sectors to receive support of up to approximately £450,000 at
current exchange rates, to retain key staff while they plan and restructure for the
future.
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Skillsafe Scheme

144. Announced by the Minister for Employment & Learning, the Skillsafe Scheme
Skillsafe Scheme will make up to £6 million available for the training of
apprentices who are on short-time working. The scheme commenced on 8th June
2009. Money for the scheme comes from DEL’s budget and from the European
Social Fund. DEL will work with employers who have placed apprentices on
short-time working and with the relevant training organisation to help to fill the
apprentices” downtime with accredited training that will contribute to their
apprenticeship.

145. The scheme will pay the apprentice a training allowance to offset the reduction in
their pay caused by their being placed on short-time working. The scheme will
also contribute to the additional training costs. The programme began with the
manufacturing/engineering sector, but eligibility for the scheme will be kept under
review with the aim of expanding it to other key sectors, subject to demand.
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Overview of Recession
1 Introduction

The following paper traces the origins of the current recession from the sup-prime
mortgage crisis in the US to the global freezing of money markets. The latter part of
the paper looks at current global conditions and forecasts, as well as looking
specifically at the current conditions in the Northern Ireland and the UK as a whole.

Further useful information is contained in the Annexes to the document, namely:
Annex 1, which provides a timeline of events leading up to the UK’s announcement
of recession; and Annexes 2-4 which present certain economic variables
geographically for Northern Ireland.

2 Origins

Contemporary economic conditions, it is argued, have their foundation in the financial
concept “originate and distribute”. Over the past two years global finance has
witnessed a domino effect, which began with the sub-prime mortgage crisis and
which led, ultimately, to a rapid drying up of money markets and recessionary
conditions.* As the Economist pointed out in January 2009:

“Over the past 22 months the shock has spread from American housing,
sector by sector, economy by economy. Some markets have seized up;

others are being pounded by volatility”.?

The US sup-prime mortgage crisis broke in August 20073, although some
commentators argue the warnings signs were visible as early as December 2006.*
Sub-prime mortgages were typically sold to customers with poor credit histories and
low incomes. The products sold were predominately adjustable rate mortgages
(ARMS), linked to the federal interest rate.® The sub-prime market grew substantially
from 1997 to 2006, by which stage the total market was worth approximately $700
billion.° ARMs were often sold at a two year fixed rate, which when it expired led to
higher payments at a time when federal interest rates were also rising. The
consequence was a spate of repossessions spreading through the US, exceeding
1.3m in 2008."

Whilst bad in itself, had the sub-prime mortgage crisis occurred under traditional the
model of mortgage lending it would have at least been localised. The reason the
crisis had such a widespread impact on global economics lies in the “originate and

L IPPR Tomorrow’s Capitalism Series The Madness of Mortgage Lenders — Housing finance and the
financial crisis May 2009 p6
% The Economist Special Reports Greed — and Fear Jan 2009

http://www.economist.com/specialreports/displayStory.cfm?story id=129577

09 (accessed 10/06/09)

® International Monetary Fund World Economic Outlook April 2009 — Crisis and Recovery p2

* IPPR Tomorrow’s Capitalism Series The Madness of Mortgage Lenders — Housing finance and the
financial crisis May 2009 p6

® BBC News The Downturn Facts and Figures Sub-prime mortgages (November 2007)
http://news.bbc.co.uk/1/hi/business/7073131.stm (accessed 10/06/09)

® IPPR Tomorrow’s Capitalism Series The Madness of Mortgage Lenders — Housing finance and the
financial crisis May 2009 p6

" BBC News The Downturn Facts and Figures Sub-prime mortgages (November 2007)

http://news.bbc.co.uk/1/hi/business/7073131.stm (accessed 10/06/09)
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distribute” model of mortgage lending.? In the traditional mortgage model banks were
required to finance their mortgage lending through customer deposits, this limited the
amount they could lend.® It also increased risk, as an IPPR example illustrates:

“In the old days, a bank might hold lots of mortgages from people living in a
particular town. That would be quite risky, because if, for example, the local
industry failed, the bank would be under pressure.”°

The adoption of the “originate and distribute” model was designed to spread this
risk.**Within this model mortgages were sold initially as mortgage bonds, then
repackaged as Collateralised Mortgage backed Obligations (CMOs) and
Collateralised Debt Obligations (CDOs) and sold to investors. The idea was that
everyone would be taking small bets, as numerous investors would own small parts
of thousands of mortgages, and therefore the overall risk would be reduced.*?

When the rate of defaults on sub-prime mortgages began to soar, investors in CMOs
and CDOs realised they would not get the money back on their investments and
would find it difficult to resell (despite the products been rated investment grade and
therefore unlikely to default), this caused the CDO and CMO markets to implode.
Investors in CMOs and CDOs had insured their investments against default, through
Credit Default Swaps. As defaults increased, however, the amount of money owed in
default insurance became so great that insurers worried about the ability to pay out.*®
This had a further knock on as:

“At this stage, international wholesale money markets began to dry up rapidly
as lenders became fearful of lending to one another as the scale of their
exposure to toxic debt was unclear.”*

In other words, the global economy entered the credit crunch. There were further
knock-on effects from the evaporation of credit. Concern over tightening credit
conditions and losses from bad assets led to a questioning of the stability of major
financial institutions. This ultimately led to the financial crisis of September 2008, the
default of Lehman Brothers and numerous government interventions and bailouts in
banks throughout the US and Europe. **

According to the International Monetary Fund (IMF):
“Although a global meltdown was averted by determined fire-fighting efforts,

this sharp escalation of financial stress battered the global economy through
a range of channels”.*®

® IPPR Tomorrow’s Capitalism Series The Madness of Mortgage Lenders — Housing finance and the
financial crisis May 2009 p6
° BBC News The Downturn Facts and Figures Sub-prime mortgages (November 2007)

http://news.bbc.co.uk/1/hi/business/7073131.stm (accessed 10/06/09)
12 IPPR Tomorrow’s Capitalism Series Towards an Accountable Capitalism (March 2009) p4
Ibid
2 |hid
B3 IPPR Tomorrow’s Capitalism Series The Madness of Mortgage Lenders — Housing finance and the
financial crisis May 2009 p6
Y Ihid
iz International Monetary Fund World Economic Outlook April 2009 — Crisis and Recovery p2
Ibid
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The fallout from the banking crisis has been felt across the board. The credit crunch
and the “breakdown of securitisation technology” hit borrowers and investors. The
protracted deflation of the housing bubble and the decline of equity markets, whilst to
an extent “inevitable” corrections, led to greatly reduced personal wealth. The scale
of the crisis was so large that its impacts passed quickly to all sectors and all
economies. Moreover, the crisis hit business and consumer confidence hard, with the
latter’s reservations significantly evident in the decline of industrial production and
consumer spending. Confidence, according to commentators, is returning to an
extent, but job losses continue apace. *’

It is generally accepted that turmoil in housing and financial markets triggered the
economic recession, through a series of inter-related crises. Some commentators,
most notably those from the OECD and the Economist, are of the opinion that these
declines were symptomatic of a much broader set of trends. In a paper presented to
the G20, the OECD state for example:

“... the rapid process of globalisation over the past two decades can
explain some of these features and has played a main role in both the
run-up to and the propagation of the current crisis”.*®

Globalisation or more specifically the globalisation of de-regulated free market
capitalism, it is argued, created the context within which “freewheeling areas of
modern finance” could prosper. The logical consequence of such an argument is that
the financial markets must, to a greater or lesser degree, be re-regulated.*®

A counter argument maintains that is was not de-regulation but mis-regulation
(particularly of sub-prime mortgages in the US) which facilitated the crises.®
Economist Robin Blackburn further maintains that “financialization was born in a
quite heavily regulated world” and asks whether “more and better regulation”, whilst
necessary will be enough to counter the current problems. It should be added that
Blackburn’s account of events still places emphasis upon the unregulated world of
shadow finance.?!

Irrespective of one’s position on the heavily political deregulation/regulation debate it
is still possible to see the hand of globalisation in propagating the crisis. This is
particularly evident in the manner in which the decline in world trade acted as a line
of transmission “from countries directly affected by the financial crisis towards others,

including emerging economies”.?

3 Current Picture

3.1 Global Conditions & Forecasts

" lhid

'8 OECD The General Background to the crisis

19 The Economist When fortune frowned (October 2008)
http://www.guardian.co.uk/football/2009/jun/11/football-transfer-rumours-

robinho-barcelona (accessed 10/06/09)

% The Wall Street Journal Deregulation and the Financial Panic (February 2009)
http://online.wsj.com/article/SB123509667125829243.html (accessed 11/06/09)
2! Robin Blackburn The New Left Review The Sub prime crisis (March-April 2008)
http://www.newleftreview.org/?view=2715 (accessed 11/06/09)

%2 International Monetary Fund World Economic Outlook April 2009 — Crisis and Recovery p7
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The Ulster Bank’s Northern Ireland Economic Review (May 2009), which surveys a
number of economic forecasts, predicts a -2.1% global contraction for 2009, with
major regional contractions predicted to be as follows — US -2.7%, UK -3.3% and the
EU 12 -3.4%.

The report also notes that Economic surveys show tentative signs of recovery.
Manufacturing output in the US and China, for example, is considered to have
“bottomed out” in December 2008, with both economies experiencing output growth
in the sector since then.

Oxford Economics’ (OE) latest World Economic Prospects publication carries the
headline “recovery still some way off, despite ‘green shoots™. The report states that
world GDP for 2008 was 1.8% growth and predicts a -2.5% reduction in 2009, with
growth retuning in 2010 with a 1.7% increase. In 2011 a return to growth levels in the
region of those pre-recession (2006) is expected, with upward trends to continue the
years to follow.??

In qualitative reading of the future prospect, the OE report notes that:

e although manufacturing performance has improved this is largely due to a
cycle of de-stocking, in which output growth was cut to bellow the growth of
demand,;

e consumer spending will remain low, on account of unemployment and falls in
houses price, depressing demand into 2010; and

¢ although government stimulus efforts will provide some support, there
remains a risk that a continued “retrenchment in the private sector will drag

growth down again” resulting in a “W-shaped growth scenario”.?

The National Institute Economic Review (NIER) concurs with the general view that
modest growth of 2.1% will return in 2010. However, they add that they expect GDP
growth to remain below recent trend rates in most of the major economies in 2011
and in some cases in 2012”. According to NIER “from 2013, growth should rise
above trend rates towards a new, lower, equilibrium”, although the recession will
leave permanent scars on the major economies, with lenders likely to continue to act
cautiously and maintain a perception of higher risk. Despite this, the same report
notes that lending to the private sector, which slowed considerably in 2008, is
showing signs of relaxation if not recovery. They note that while there was a
continued tightening of loan conditions in the first half of 2009 the rate of this
tightening has eased.?

The IMFs outlook deems short-term prospects to be “precarious”. They estimate a
global contraction of -1.3% in 2009, noting that output is projected to decline in
countries representing three-quarters of the global economy and that growth in all
countries will decelerate sharply from “normal” trends. Like other forecasts the IMF
also predict modest growth in 2010, although, at 1.9% their estimates are more
conservative. For the IMF, the key factor in returning to pre-recession growth

2 Oxford Economics World Economic Prospects (May 2009)

http://www.oxfordeconomics.com/free/pdfs/wepmov(may09).pdf (accessed
10/06/09)

“ Ipid

% National Institute Economic review The global financial crisis and collapse in world trade (May
2009) pp11-13
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patterns is the speed with which the financial sector can be stabilised. They argue,
however, that this process will take longer than they and others had previously
predicted given the “complexities involved in dealing with bad assets and restoring
confidence in bank balance sheets, especially against the backdrop of a deepening
downturn in activity that continues to expand losses on a wide range of banking

assets”.?®

3.2  Current UK Conditions %

e The Budget 2009 predicted a 1% contraction in the UK economy, followed by
growth of 1.75% in 2010. The current consensus is less favourable — a 3.3%
contraction in 2009 followed by a modest growth of 0.3% in 2010.

e Q12009 saw a 1.9% contraction in UK GDP, Q4 2008 had shown a 1.6%
contraction.

e 2007/08 Public Sector Net Borrowing stood at 2.5% of GDP; estimates predict
this will increase to 6.3% in 2008/09 and 12.4% in 2009/10.

e Public Sector Net Debt is expected to rise to 76% (80% when financial
interventions in the banking industry are included). Higher taxes and lower
public sector expenditure are expected as a consequence.

e UK public finance problems are expected to spill over to the Northern Ireland
economy. NI will shoulder some of the £9bn/yr of efficiencies savings from
2011. Calculated using the Barnett formula this translates to approximately
£200m — £250m per year from 2011.

e Purchasing Managers Indexes (PMI) show some sign of improvement, the
pace of contraction, for example, was seen to slow in April's composite PMI
for the UK. Mortgage approvals in March 2009 where 44% higher than their
November 2008 low.

e In September 2008 annual CPI inflation hit 5.2%. In March 2009 the
corresponding figure was 2.9%, a lesser decrease than expected on account
of sterling prices inflating imports.

e In March 2009 interest rates were decreased to a record low of 0.5%:;

¢ Anincrease in secured credit availability is anticipated in Q2. While, in the
corporate sector, credit availability improved during Q1, with further
improvements expected in Q2 results.

3.3  Current Conditions - Northern Ireland?®

The latest Ulster Bank Northern Ireland Quarterly Economic Review (May 2009),
makes the following observations on the Northern Ireland Economy:

%8 |nternational Monetary Fund World Economic Outlook April 2009 — Crisis and Recovery p2
2" Ulster Bank Northern Ireland Quarterly Economic Review (May 2009) p4
% Ibid pp8-14
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e In Q4 2008 private sector output decreased by 3.9% compared to the same
guarter the previous year. In 2009, a total contraction of 5% is anticipated.

e Q1 2009, Northern Ireland wholesale and retail distribution output fell by 1.9%
on the previous quarter (corresponding UK figure was 2.4%) bringing the year
on year decrease to 7% (4.9% in the UK).

e Between September 2007 and December 2008 the Business Service and
Finance sector incurred 3,300 job losses (from a 2007 peak of 96,500
employees), further losses are expected in 2009.

¢ Northern Ireland Tourist Board note that the hotel industry experienced a 10%
fall in sales in Q4 2008, compared to the previous year.

¢ In Q4 2008 manufacturing output fell by 4.8% (UK=4.5%) compared to the
previous quarter and 5.2% (UK=7.5%), the steepest decline since 2001.

e The Food & Drink sector has been the exception to the above - Q4 figures
show an 8.9% year on year increase.

e 3,100 jobs were lost in the manufacturing sector in 2008. A decline of 10% is
expected in 2009.

e Q4 2008 saw a 0.9% quarterly increase in construction output, although year
on year this represents a decrease of 4.3%. Housing output (new houses)
declined by 19% in 2008. Infrastructure construction increased 24% in 2008.

e 5,090 jobs were lost in the construction sector in 2008, equivalent to -4.2%
(UK = +0.5%).

In addition the Ulster Bank report, commenting on the Northern Ireland housing
market, notes:

¢ NI average house prices were estimated in the DCLG survey to be £182k in
February 2009, a 19% decrease on the previous year (UK = -12%). An
alternative Nationwide survey found Q1 prices to be 38% below their Q3 2007
peak. Prices are expected to fall to £135k during 2009 (45% below Q3 2007),
stabilizing at £125k in 2010 (50% lower than Q3 2007).

Figures from the Department of Social Development? illustrating annual average
house prices between 2007 and 2008 are presented Annex 2. The figure shows that
the largest contractions have been in Ballymoney, Omagh, Lisburn and
Newtownabbey district council areas.

DETI's Economic Overview, which draws from the latest Labour Market Survey and
Claimant Count data, identifies the following traits:

% Department for Social Development New House Prices and Sales — full year data table 2007-2008
http://www.dsdni.gov.uk/2007-2008_with_links.xIs
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In the first quarter of 2009 the employment level was 756,000, representing a
fall of 18,000 on the previous quarter and 29,000 on the same point the
previous year.*°

Unemployment in the same period was estimated at 6.1%, up 1% on the
previous quarter and 1.5% on the previous year. The number of unemployed
persons was estimated at 49,000, up 7,000 over the quarter and 11,000 over
the year.®*" Unemployment rate, the number of claimants expressed as a
percentage of the working age population is presented in Annex 3. The three
Parliamentary Constituencies with the highest unemployment by this measure
were East Londonderry, Foyle and West Tyrone.

April 2009’s claimant count saw an increase of 2,000 on the previous month,
resulting in a total claimant count of 46,100 (5.3% of the workforce, compared
to 4.7% in the rest of the UK). The annual increase in Northern Ireland was
90.5% (21,900) compared to 88.6% in the UK. Two thirds of this annual
increase (14,600) occurred in the six months leading up to March 2009.*

At a district council level, the highest claimant count levels (April 2009) were
found in Derry (6.2%), Limavady (6.1%) and Strabane (6%). The highest
percentage increases, however, were found in Magherafelt (219%),
Dungannon (206.1%) and Cookstown (162.3%).*® The percentage increase
in claimant count is illustrated geographically in Annex 4. As evident from the
figure the largest percentage increases dissect the region. The Parliamentary
Constituency areas with the largest percentage increase were Foyle, East
Londonderry, Mid Ulster, Upper Bann, South Down and Newry and Mourne.

In April 2009 there were 523 confirmed redundancies bringing the twelve
month total to 4,249, an increase of 159% on the previous year. The highest
number of confirmed redundancies occurred in the Belfast District Council
area (18.9% or 805 the yearly total).**

458 insolvencies were recorded in Q1 2009. A further 1,766 were recorded in
2008.%

In 2008, 3,628 mortgage arrears actions were recorded, an annual increase
of 1,415 (64%). Of these actions 1,200 led to repossessions, compared to
700 the previous year.*

Aidan Stennett
Research & Library Services
15/06/09

% DETI Economic Overview http://www.detini.qov.uk/cqi-
bin/get_builder_page?page=4660&site=4&parent=48 (accessed 03/06/09)

% Ulster Bank Northern Ireland Quarterly Economic Review (May 2009) p16
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Annex 1 — Recession
Timeline®

Fannie Mae & Freddie Mac receive gov assitance

Northern Rock Temporarily Nationalised
(]

Lloyds TSB take over HBOS (£12hn)

Bradford & Bingley take over by gov

IMF approves £1.4bn loan for lceland
folowing the countries collapse in Oct

Trading suspended in Icelandic Banks

[ ]
BoE cut interest rates by 0.5% to 4.5%, Gov unveil £30in
plan to part-natienalise hanks

)
Gov annouce £37bn rescue
package of RBS, Lloyds TSB &
HBOS ’

US provides BoA with $20bn ffrom its
$700bn rescue fund) to cover purchase

of Mierrill Lynch "

Sep-13| Feb-17| Jul-14

2007 | 2008 | 2008

Sep-17| Sep-28| Sep-29| Sep-30

2008 | 2008 | 2008 | 2008

Oct-06| Oct-07| Oct-08| Oct-10| Oct-13| Oct-19| Nov-20

Jan-15| Jan-16| Jan-23

2008 | 2008 | 2008 | 2008 | 2008 | 2008 | 2009 [ 2009 | 2009

Northern Rock Seeks
Emergency Funding

)
Lehman bro files for Bankruptcy, BoA take of Memill Lynch

]
European Bank Fortis is nationalised

%7 Source Daily Telegraph 23/01/09 & The Guardian 23/01/2009

ROI gov guarantee deposits

Iceland takes control of 2nd largest hank Landshanki

(]
Treasury meet with Icelandic gov over
UK customer savings (valued £1hbn)

ROI gov nationalises AIB

]
UK officially enters
recession

Chancellor anounces plans to pour billions

of pounds into public works



Annex 2

Average Annual House Prices 2007 versus 2008 by District Council Area
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Annex 3

Unemployment Rates in April 2009 by Parliamentary Constituency Area
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Annex 4

Increase in Claimant Count between April 2008 and April 2009 by Parliamentary Constituency Area
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Appendix 2

Matrix of Business Support Compiled by DETI
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FINANCIAL SUPPORT AVAILABLE TO BUSINESS

Scheme Developed | Type of What does it How is Support What does it Eligible Excluded Period Who to
Title by / date Financing cover provided cost Businesses Sectors available contact / How
announced Support to apply
provided
Working BERR Working Capital Government provides | 50-50 risk shared Banks pay a This is not a No Sector 1 March 2009 to Participating
Capital 14 January Guarantees to Bank Guarantees between Government premium to BERR, business facing exceptions have 31 March 2011. lenders are:
Scheme 2009 banks covering 50% of risk and Banks on short to be agreed when scheme - supportis | been identified No guarantees HSBC, Barclays,
on new and existing term working capital the portfolio of loans | for the Bank's by BERR. will extend Lloyds TSB, RBS
working capital loans for businesses is offered. This portfolio. beyond this NatWest
portfolios up to premium may be Businesses within period
£20Bn total scheme passed on to the portfolio must
Businesses that are | have annual
part of the agreed turnover of less
portfolio. than £500m - SMEs
& non SMEs
Enterprise BERR Guarantees of term | Government will Small Firms Loan In addition to Available to small Agriculture, 14 January 2009 | Businesses should
Finance 14 January loans (one to ten provide 75% Guarantee was regular principal businesses with an Coal, Steel. to 31 March contact their local
Guarantee 2009 years) from Banks guarantee on suspended and and interest annual turnover of Export Trade 2010. Bank.
Scheme to SMEs individual loans made | incorporated into EFG. | payments to the up to £25m - SMEs | Finance. Government will

by participating
banks to viable
SMEs. Can be used
to support new loans,
refinance existing
loans, or convert part
or all of an existing
overdraft into a loan
to fund working
capital

Loans from
participating banks of
between £1000 and
£1m available,
repayable over a
period of up to 10
years. Up to £1.3Bn of
"new" bank lending
will be guaranteed by
the Government

lender, and any
arrangement fee
which it may
charge, a premium
is payable to BERR,
equivalent to 2%
per annum on the
outstanding loan
balance, collected
and assessed
quarterly in
advance. 25%
discount on all
premiums due that
are successfully
collected in 2009.

and non SMEs who
have viable
business plans but
are considered too
high a risk to
access commercial
lending

bring forward
proposals in late
2009 for a new
loan guarantee
scheme
commencing
March 2010

Participating
lenders are:

HSBC,

Barclays,
Clydesdale
Yorkshire Bank
Lloyds TSB,

RBS NatWest,

The Royal Bank of
Scotland,
Co-Operative Bank
Alliance & Leicester
Commercial Bank,
Northern Bank,
Ulster Bank,

Bank of Ireland




Scheme Developed | Type of What does it How is Support What does it Eligible Excluded Period Who to
Title by / date Financing cover provided cost Businesses Sectors available contact / How
announced Support to apply
provided
Capital for BERR Conversion of £75m fund allowing The fund will invest in No details currently | Opento SMEs only | Synthetic fibres Fund Managers Businesses should
Enterprise 14 January business debt to companies to businesses through available with turnover of up and yarns; Motor | to start investing | contact the capital
Fund 2009 equity undertake business professional to 50 million euros. Vehicles; in Businesses for Enterprise
development by commercial fund Investment will be Shipbuilding; from end Helpline directly:
selling debt in managers (most likely aimed at Steel; Coal; January 2009. 0845 459 9780
exchange for an two). Government is fundamentally Transport; No end date has
equity stake in the not investing in sound businesses Agriculture; been specified
business. The fund individual companies. with existing cash Fisheries by BERR
provides equity The fund will offer flows and genuine
and/or mezannine equity or mezzanine growth
finance of £250,000 - | investment aimed at potential, but which
£2m for companies releasing and are currently
with viable business sustaining business constrained through
models & growth growth potential being over-geared.
potential in need of
long term capital.
Accelerated Invest NI Grant support for Projects supported Grant support up to Supported Client Established Invest Agriculture; September 2008 | Invest NI Clients
Support 09 December projects against must seek to address | £50K at a grant rate of | businesses must NI Clients - SMEs Fishery and until further should complete the
Fund (ASF) 2008 eligible vouched issues arising from 50% is available. have match funding | and non SMEs. Aquaculture; notice. ASF ASF application
and approved current economic Eligible expenditure: available equal to Coal. offers have a form. Applications
expenditure conditions and Salary costs of new 50% of eligible Capital maximum period | reviewed by Client

should reflect Invest
NI's intervention
principles.

and existing staff;
Consultancy costs;
Salary costs of
trainers; External
training costs; Travel
and subsistence.

project cost

expenditure and
MIS led projects
are not eligible
for ASF support,
nor can ASF
'top up' support
under existing
schemes

of 15 months in
which a Client
may claim
support.
Assistance
should focus on
a period of
activity of up to
12 months.

Executives to
ensure are
complete & suitable
for ASF support.
Applicants are
advised within 5
working days
regarding eligibility,
rejection or returned
for completion.
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Scheme Developed | Type of What does it How is Support What does it Eligible Excluded Period Who to

Title by / date Financing cover provided cost Businesses Sectors available contact / How
announced | Support to apply

provided

Trade Credit BERR Eligible businesses | The scheme is a Under the scheme risk | Top-up insurance is | Open to businesses | None. However Open to new Trade credit

Insurance 22 April 2009 will be able to transitional measure is shared between purchased as a six of all sizes and in all | the scheme does | applicants from 1 | insurance providers

Top-up purchase ‘top-up’ to provide real help to | Government and the month policy at a sectors trading in not cover May 2009 to 31 who are currently

Scheme credit insurance businesses whose private sector in order price of two per cent | the UK, with a trade | businesses December 2009. | operating the

cover.

credit insurance
cover has been
reduced by their
provider. Up to £5
billion of support is
available under the
Government scheme,
which is a short term
measure to respond
to the needs of
businesses. It is
targeted to cushion
against the impact of
a reduction in credit
insurance cover, and
to provide greater
breathing space for
businesses to
respond effectively to
increased risks in
their supply chain.

to strike a fair balance:
supporting businesses
but not taking
excessive risks with
taxpayers’ money.

You can buy
insurance to the value
of the lower of the
following amounts:

o the amount equal to
the level of cover
now offered the
credit insurance
policy;

o the amount which
restores the level of
cover to the amount
previously had;

e 1 million

For example, if cover
provided is reduced
from £100k to £80k
then you can buy top-
up cover of £20k to
restore cover to the
original level of
£100k. If cover is
reduced from £100k to
£30k then you can
buy top-up cover of
£30k, matching that of
your underlying policy,
giving you total cover
of £60k.

of the value of the
cover.

credit insurance
whole-turnover
policy.

Eligible businesses
who have had their
credit limit reduced
can purchase top-
up cover via their
existing credit
insurance provider,
who will administer
the scheme on
Government’s
behalf.

where cover has
been completely
withdrawn by the
credit insurance

provider.

Can be
purchased in
respect to
reductions in
cover that have
occurred since 1
April 2009, with
cover under the
scheme back-
date to start from
when the
reduction took
place. The
duration of each
policy written
under the
scheme is for a
maximum of six
months.
Following a
reduction in
cover,
businesses will
have 28 days to
apply to their
credit insurance
provider for the
top-up scheme.
At the start of the
scheme they
have until 31
May 2009 to
apply in respect
of any eligible
reductions in
cover that have
happened since
1 April 2009;

government top-up
scheme are:

Atradius Credit
Insurance N.V

Coface S.A

Euler Hermes UK
PLC

Itis likely that other
credit insurance
providers will join
the government top-
up scheme in due
course.
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Scheme Developed | Type of What does it How is Support What does it Eligible Excluded Period Who to
Title by / date Financing cover provided cost Businesses Sectors available contact / How
announced Support to apply
provided
European EU/EIB Term Bank loans to | EU wide, project Through EIB The conditions of SMEs only Arms; Gambling; | 1 January 2009 Businesses should
Investment 16 December SMEs, funded by based, lending to Intermediated loans, financing (interest Tobacco, Animal | to 31 December contact participating
Bank Fund 2008 EIB SMEs of EUR 15bn designed to permit the | rate, grace period, Testing; 2010 Banks or leasing
(EIB) in 2009 & EUR 15bn financing of projects loan period etc) are Environmental companies.
in 2010. Credit lines with a total investment | determined by the impact that
granted to cost of less than EUR respective EIB cannot be Barclays, Close
intermediary banks & | 25 million. An EIB partner bank. mitigated or Bros, HBOS and
financing institutions credit line may finance | Maturities typically offset; Morally RBS have already
in the country in a maximum of 50% of range between 5 or ethically accessed EIB

which the project is
based. These
institutions pass on
the EIB funds to SME
promoters. EIB loans
for SMEs can support
all types of
investment or
expenditure
necessary to grow a
small business:
Tangible (e.g.
purchase of plant);
Intangible (e.g. R&D
financing); Working
Capital increase for
SME expansion.

the total cost of any
project.

A new product line will
also be developed
allowing risk sharing
with banks.

£4 billion of funds has
been made available
to the UK out of a €30
billion EU-wide fund.
Ulster Bank and Bank
of Ireland have each
secured €100m loan
facilities.
Approximately £350m
has been disbursed
throughout the UK to
date

and 12 years.
Lending decisions
remain with the
financial
intermediaries.

controversial
activities(e.g.
human cloning);
Pure Property
Development;
Purely Financial
Transactions
(e.g. Company
takeovers)

funds.

NI participants:
Ulster Bank and
Bank of Ireland
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Scheme Developed | Type of What does it How is Support What does it Eligible Excluded Period Who to
Title by / date Financing cover provided cost Businesses Sectors available contact / How
announced Support to apply
provided
Business HMRC Offers help to Corporation tax, VAT | HMRC staff will review | HMRC will not All None No end date set HMRC Payment
Payment Scheme. businesses facing and payroll taxes individual business charge additional Support Line
Support Announced in temporary financial including National circumstances and late payment
Service 2008 Pre- difficulties to spread | Insurance discuss temporary surcharges on 0845 302 1435
(HMRC) Budget tax payments over Contributions options tailored to the payments included
Report. a timetable they needs of the in the arrangement,
Further can afford. businesses e.g. although interest
expansion making payments over | will continue to be
announced on | Service has been a longer period of payable on those
22 April 2009. expanded to allow time. taxes where it
businesses applies.
expecting to make
losses to offset
those against tax
bills due on profits
for the previous
year which they are
unable to pay.
Ulster Bank Ulster Bank In addition to £250 M locally Unsecured small No details currently N Ireland SME No Sector 5th February Interested
Regional NOTE: providing debt administered fund to business loans up to available customers of Ulster | exceptions have 2009 to end of Businesses should
Fund for 05 February finance, the new support SMEs across | £25k. Business loans Bank with annual been specified 2009 - no sight contact Ulster Bank
SMEs 2009 funds will offer Northern Ireland in which allow customers turnover of less by Ulster bank of what is directly through any
This is not a businesses access 2009. The fund forms | to postpone capital than £25M - both from information | proposed NI Branch or
Government to other options to part of a £3 billion repayments. existing and new so far provided. beyond 2009 at Business Centre
Scheme help manage their SME package from Enhanced invoice and customers. Ulster this stage.

capital and
cashflow

RBS.

inventory finance to
enable customers to
better manage their
working capital.
Releasing cash
through financing
assets already owned
by the business. Short
term trade finance.

Bank's normal
criteria for business
lending applies.

53




54



Appendix 3

Statistics on Payment of Government Invoices Within
10-day Target



56



Appendix 4

Invest NI Client Performance Bulletin — May 2009
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ormance Bulletin - Mav ‘09 T

Number of Redundancies

Monthly number of redundancies 1st April 07 - 28th May 09
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Monthly number of clients reporting redundancies 1st Apr 07 - 28th May 09
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Intensive Monitoring Cases

Client companies added to Intensive Monitoring System 1st Jan 2008 - 28th
May 2009
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Top 100 Client Forecast

Employment Forecast Dec 08 - May 09
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Sales Forecast Dec 08 - May 09
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Investment Intentions

Investment Intentions Forecast Dec 08 - May 09
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int i . This information is provided by Strategic Management & Planning
. If you would like to request information not already on this site please contact;
v e o~ Corporate Information Team: Tel: (028) 9069 8270
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