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	Budget 2011 was released on 23rd March 2011 and sets out Government spending plans for the year ahead. It builds on action announced in the Spending Review 2010 and the Emergency Budget last June to rebalance the economy from unsustainable public spending towards exports and investment. The Government’s ‘Plan for Growth’, published alongside the Budget, sets out a package of measures to support private sector investment, enterprise and innovation. This briefing summarises the key announcements from both papers that are of interest and importance to Greater Manchester as we seek to grow our economy. The key announcements are summarised below and are grouped under the four headings of the ‘Plan for Growth’ paper.

	Introduction
Budget 2011 was unveiled against an inauspicious backdrop, with growth forecasts down and both borrowing and inflation significantly higher than expected, in both cases lending weight to the case for pronounced trend rather than blip. Oil prices and a faltering global outlook add more uncertainty to an already high risk of recession returning. The narrative of the Budget though was moving on from austerity (it was fiscally neutral, so no change to deficit reduction plans) to growth, with a much heralded HMT-BIS led ‘Plan for Growth’ released at the same time. With no net expenditure, the strategy is removing barriers to investment and job creation, focusing on the tax system, enterprise and entrepreneurship, inward investment and trade and skills and the labour force. Little heed is given to introducing a spatial element to the growth plan, for example by looking at what London or Manchester could contribute to UK growth by following through on the Government’s devolutionary or localist intentions. However, there is much in the package of interest to Greater Manchester and to aid its economic growth, including a new Enterprise Zone, a drive to turn planning into a tool of economic development, a new rail line connecting Manchester’s two main stations and new apprenticeships and technology colleges. 
The Tax System

A key policy announcement was the creation of 21 “Enterprise Zones” aimed at boosting economic growth within LEP areas: a first recognition of a role for these new entities. Greater Manchester will be one of an initial ten urban Enterprise Zones, with the location now confirmed as Airport City. Others are in Liverpool, Leeds and Sheffield, with London given the exclusive right to choose its own, reflecting “the Mayor of London’s unique economic development responsibilities”. The Government will make a range of policy tools available to the Zone, including a 100% business rate discount worth up to £275,000 over a five year period for businesses that move in. The Government will also support the roll-out of superfast broadband, which GM would strongly welcome as it complements its broader ambitions to drive forward next generation broadband across the conurbation. Enterprise Zones have a fairly chequered past, and lessons must be learned from previous experience to avoid pitfalls such as simply displacing economic activity from neighbouring areas. Interestingly it seems that all business rate growth within the Zone, which can be retained locally, will not accrue to the host Local Authority, but to the LEP area: feasible for GM, but likely to be highly-challenging for other areas. The Government also committed to work with LEPs on broader Tax Increment Financing, which is strongly supported by GM, as it enables future revenues to finance up-front investment on capital projects, so helping finance development now. 
Enterprise and Entrepreneurship

GM business is likely to welcome the range of measures to reduce regulation and bureaucracy, especially on the small and medium sized enterprises (SMEs) that make up 99.2% of the GM business base and provide 66.8% of our employment. Amongst the key announcements were a reduction in the main corporate tax rate by an additional 1%, falling eventually to 23%, the lowest in the G7, but some way above Ireland’s 12%; an initiative looking to merge income tax and national insurance; and an extension of the small business rate relief holiday by one year to October 2012. To encourage entrepreneurship, boosts are given to the Enterprise Investment Scheme and Venture Capital Trusts. These mechanisms will help high-risk small companies raise capital. There is an increase in the SME rate of R&D tax credit, to 200% from this April 2011 and 225% from April 2012, and there is an increase to Entrepreneurs Relief, which reduces the tax payable when selling on a successful business is increased. This is good news for Manchester, which, according to Experian, has the greatest potential in the whole UK for high growth start ups outside London.

The planning system has emerged as a key barrier to economic growth in the Government’s narrative, and featured prominently in the package. The measures announced aim to reform the planning system to one that promotes economic growth and jobs. Amongst the key announcements were a new presumption in favour of sustainable development, the removal of various national targets and streamlining of planning applications and consents to speed up the decision making process. A key aim of these reforms is to increase available land supply (for both housing and commercial uses) and to localise decision making by removing nationally imposed targets on the use of previously developed land (however controls on green belt land will remain). To aid housing delivery the Government will consult on a proposal to allow conversion of commercial premises to residential without the need for planning permission, and will undertake a pilot auction of public sector land. £250m was allocated in the budget to help first time buyers. The FirstBuy programme will help 10,000 first time buyers onto the housing ladder (buying new build property) through a shared equity scheme. 

£200m of new funding for regional rail projects was also announced, including a new train link between Manchester’s Piccadilly and Victoria stations. This will help unblock a bottleneck on the network and reduce journey times between Manchester and Leeds by 14 minutes and between Manchester and Liverpool to 33 minutes. It is also a stepping stone in the Northern Hub project, although this will require significantly more investment if its full benefits are to be delivered, and GM will continue to make the case to Government for further funding of the project. The National Infrastructure Plan will set out the UK’s long-term forward view of projects and programmes and this will be published in the autumn. This provides GM with a welcome opportunity to influence Government capital investment strategy. GM partners will lobby strongly for the inclusion of GM’s key strategic infrastructure projects in this plan, which range from transport through to utility infrastructure, including broadband. It was also confirmed that successful bids to the first round of the Regional Growth Fund will be announced shortly, and round two will open on 12th April. 
The Budget also made a number of announcements in the field of low carbon, the most significant probably being on the Green Investment Bank (which will begin operation from 2012-13, a year earlier than planned), with capitalisation increased from £1 billion to £3 billion through government asset sales, although there is no timeframe, and the institution will not be able to borrow until 2015. With long-term finance scarce and significant funding gaps for green technologies, this limits the Bank’s ability to fund low carbon infrastructure and projects and so stimulate growth in areas where GM has comparative advantage, such as retrofitting and smart grid technology. Being the UK’s leading and largest centre of alternative finance, GM would provide the ideal base for the Bank. A new carbon tax on electricity generation is a very interesting announcement, which will tilt price advantage towards both renewable and nuclear fuels. The cut in fuel prices will be welcomed by most GM residents and is likely to have little impact on GM’s embryonic electric vehicle sector. 

Inward Investment and Trade 

The Budget restated the intention for a national investment service to provide bespoke attention to major inward investors, with direct access to Ministers and speedy resolution to bureaucratic obstacles. Whilst this should be broadly welcomed, the fear will remain strong that the London-based team is not best placed to recognise and sell the specific world-class offers of parts of the UK outside the South-East, where the vast majority of Foreign Direct Investment (FDI) currently goes. The Budget also announced plans for one part of the UK, Northern Ireland, to able to set a lower corporate tax rate, giving it a major advantage in the fierce battle for FDI. The Government’s moves toward granting Northern Ireland devolution on corporate tax rate setting cannot be welcomed if it applies to only one area, and represents a significant threat to GM. There are a variety of small trade and export boosting initiatives, including in particular efforts to expand the scope of export guarantee schemes.

Amongst the announcements were several on science and innovation, with an additional £100m investment in several new science centres, including at Daresbury on the conurbation’s borders. Daresbury has great potential to complement GM’s strengths, but without a more inclusive governance arrangement risks displacing investment and growth from other, potentially more productive, growth centres. The location of the first Technology and Innovation Centre was also reconfirmed, something that GM has a very strong comparative advantage for, especially given the two Nobel Laureates that discovered Graphene at Manchester University and the commercialisation potential for a market-driven network of firms to better build on the pipeline of emerging discoveries. 

Skills and the Labour Force
Youth unemployment, those aged between 16 and 24, is a huge problem in GM, currently standing at over 22,300 - almost a third of our JSA claimants, of which 12.1% have no basic skills at all. GM therefore welcomes the announcement to fund an additional 80,000 work experience places for young people. Having delivered some 8,000 similar job starts in sixteen months through the Future Jobs Fund (FJF) programme, GM has a strong track record of delivery. However, these work experience placements will only be for 8 weeks whereas FJF placements were for six months and therefore enabled young people to develop skills further and undertake more training. Up to 50,000 new apprenticeships were also announced, of which 10,000 are at a higher level and could play a significant role in helping GM keep more of the talent that graduates here. It is notable that there will be grant support for consortia of SMEs that want to take advantage. The Budget also announced a doubling, from 12 to 24, of University Technical Colleges (UTC), a half way house between school and college for 14 to 19 year olds, formed through partnerships between universities, colleges and businesses to provide technical training opportunities, and where sponsors can mould the curriculum to match GM’s economic needs. A UTC is planned in Wigan.
Budget 2011 sets out a number of measures designed to promote growth - such as Enterprise Zones, deregulation and encouraging job creation, whilst constrained by the Government's plans for reducing public spending through tax increases and spending cuts. The measures to reduce regulation and bureaucracy are likely to be welcomed by business organisations, particularly small businesses, in GM. However, overall the growth perspective will continue to be primarily driven by overall economic conditions, which remain challenging. The commitment to policies targeted at promoting growth is encouraging, but Enterprise Zones have in the past proved expensive and often had little lasting impact on economic growth so it is vital that lessons are learned from previous experience. Tax incentives should be targeted to address the specific problems of GM and measures must encourage firms to stay long-term, which may also require investment in skills and physical infrastructure. Further, more detailed analysis will be undertaken in the coming weeks to determine the finer detail of the impact of these measures. 
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