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	SUMMARY:
The Autumn Statement was made by the Chancellor of the Exchequer on Tuesday 29th November and provides an update on the Government’s plans for the economy based on the latest forecasts from the Office for Budget Responsibility (OBR). A wide-ranging package of more than 140 reforms was announced, also through publication of the second phase of the Government’s Growth Review and of the National Infrastructure Plan. This briefing summarises the key announcements of interest and importance to Greater Manchester (GM), in particular on infrastructure, broadband, employment and skills, energy and housing.

	Introduction

This mini-Budget was unveiled against a backdrop of continuing poor economic performance, with the latest forecasts from the OBR downgrading UK growth to 0.9% in 2011 and 0.7% in 2012. Most of the details of the package had already emerged before the announcement, but there was some news on the day for GM, with an additional £1bn for the Regional Growth Fund, an announcement on broadband regarding the creation of ten “super-connected cities” and a cap on public sector pay rises to an average of 1%. There is much for GM policymakers to consider and try and take advantage of within our bespoke Greater Manchester Strategy, which contains coherent and evidenced parameters for growth policy endorsed by both our LEP and the Government.

Infrastructure 

This forms the key component of the Government’s growth initiative, with the announcement of £5bn of additional infrastructure spending, on top of the £1.3bn announced earlier in the autumn from under-spend. Alongside this, around £1bn of new private sector investment in regulated industries will be supported by a government guarantee, there is an initiative to set up an Insurers’ Infrastructure Investment Forum, and the Government is actively soliciting UK pension funds to invest billions more in UK infrastructure, in which they currently have a small interest. A Memorandum of Understanding has already been signed, including with the GM Pension Fund, to quickly facilitate this. The National Infrastructure Plan, published alongside the Autumn Statement, identifies more than £1.4bn of investment in railways and £1bn in the national road network. A further £5bn is earmarked for this spending in the next Parliament. 
With economic consensus around strengthening the UK’s poor infrastructure through sustained investment, there is strong support for the National Infrastructure Plan, which sets out 40 priority schemes from a longer list of some 500 pipeline projects. GM has consistently lobbied for this investment into those projects that deliver the biggest return, which is broadly accepted in the prioritisation of projects “most critical for economic growth”. The increased use of mechanisms, like toll roads, that produce defined returns was clearly signalled, as was an increase in the local ability to borrow against future receipts of the Community Infrastructure Levy (CIL), which was explicitly referred to for plans to extend London Underground’s Northern Line. As part of the plans for Tax Increment Financing, the Government is also looking at allowing city mayors (like the City of Manchester’s, to be elected next year) to borrow against future CIL receipts. Such agreed locally-initiated and managed plans may also be backed by a Government guarantee to investors for “certain risks” provided the projects provide best value for money, something GM’s “Strategic Assessment Framework” (SAF) identifies using the Treasury’s methodology. 

Other notable national steps include limiting the increase to regulated rail fares in January to inflation plus one per cent, the announcement of some (up to) 100% capital allowances for specific investments in Merseyside, Yorkshire and the North East and the introduction of a 13-week maximum decision-making timescale for non-planning consents, which should streamline and speed up the process to get major infrastructure in place but will raise concerns from some, including environmentalists, conservation groups and local communities. A decision on High Speed 2 will be made by the end of 2011. Several of GM’s key infrastructure projects have been prioritised, including:

· electrification of the Manchester to Leeds Transpennine railway. This has the potential to deliver significant economic benefits by cutting journey times, helping communities on the route and improving services. This is a key component of the “Northern Hub” scheme, a big priority both for the GM and other Northern LEPs;

· by July 2012, the Government will consider further investment in the Northern Hub, on top of commitments to electrify the “Ordsall Chord” linking Manchester’s Piccadilly and Victoria stations (by 2016), improve Manchester Victoria station (2012) and electrify both the Manchester to Liverpool line, including through Wigan, and Manchester to Preston, via Bolton and Chorley (by 2016);

· development of the £54m Manchester Cross City Bus scheme, which will lead to significant improvements in bus services through the city centre;
· building a new dual carriageway road linking the M56 at Manchester Airport to the A6 south of Stockport, which should significantly improve access to Manchester Airport and GM’s Airport City Enterprise Zone, as well as relieving congestion in South Manchester; 
· taking forward the managed motorway scheme on the M6 along part of the route between Birmingham and Manchester;
· completion of Western Gateway Enabling Scheme at Port Salford, allowing for the development of the Barton Strategic Employment site, which includes a multimodal freight terminal with 153,000 sq m of rail-connected warehousing;
· full funding for the £11.5m Rochdale Transport Interchange, which will include significantly improved passenger services and facilities and will support the wider regeneration of the town centre; and
· reinstatement the Todmorden Curve, a section of rail that will better enable residents of Lancashire to gain access to job opportunities.
Credit easing 

The Government has elaborated on its plans to underwrite bank lending to small and medium size businesses in the form of guarantees to the banks that lend. These steps are certainly welcomed by business, but the proof of the pudding will be in the eating, meaning we will have to wait and see whether the measures actually succeed in sufficiently increasing the flow of credit to sustainable businesses, and increasing the number of successful start ups.  The main parts to the proposals are:

· up to £20bn is set aside for the National Loan Guarantee Scheme, with the same amount again if needed, to facilitate bank borrowing on the wholesale financial markets. The intention is that this will lead to a reduction of up to one 1% on the cost of business loans;
· a further £1bn Business Finance Partnership is to invest in SMEs for a new scheme to incentivise “Angel” investment, i.e. of wealthy individuals; and
· a new “Seed Enterprise Investment Scheme” from April 2012 offering 50% tax relief on certain investments.
Broadband

As expected, the Government announced that £100m will be made available to create ten “super-connected cities”, bringing 80-100 megabits per second broadband and city-wide high speed mobile connectivity. The starting gun was fired for up to six cities to join the four capitals (Cardiff, London, Edinburgh and Belfast) that have already secured this funding. Through strong plans and well-developed discussions with key private sector players in this market, GM is very well-placed to secure this. Confirmation of a “flexible approach to ensure local areas can benefit” from the use of European (ERDF) funding for broadband is also welcome, as eligibility and state aid issues have been sticking points for some time. However, it is worth flagging firstly that how much will be left after London and the others are allocated is unknown, and secondly that there is considerable ambiguity in the definition of high-speed, as the announcement does seem to allow for the use of existing copper networks, which will be delivered by the market anyway, whereas it is full fibre networks (“fibre to the premises”) that provide real future-proofing and would justify additional investment. 

The Youth Contract

The Government has established a fund of £940m to tackle youth unemployment by providing subsidised work and training placements for young people. Reflecting many of the features of the now-ending Future Jobs Fund, which GM pro-actively utilised to employ some 8,000 young people, this new three year scheme will from April give employers a subsidy of £2,275 to take on an 18–24 year old, creating up to 410,000 positions. Youth unemployment is at a record high and in GM over half a million residents do not have qualifications equivalent to a decent set of GCSEs, with around half having no qualifications whatsoever. Thus, the Contract should be strongly welcomed, but GM needs to build on it to ensure the work being created leads as much as possible to sustained and quality employment, e.g. through making sure the scheme is coherently implemented with other training and apprenticeship schemes. Also announced was a £250m pot for businesses to design, develop and purchase vocational training programmes from early 2012, and improvements in the apprenticeships programme. A key question in terms of strategic coherence is the involvement in all this of the GM LEP and its new Skills and Employment Partnership.
Energy 
Somewhat taking away from the intended effects of the UK’s climate change levy (and the EU’s Emissions Trading Scheme), a £250m rebate over the spending review period was announced to protect energy-intensive firms from the most behaviour-changing effects of these carbon-emission reduction policies. These include increasing the maximum relief from the climate change levy from 65% to 90% in April 2013 for industries that sign agreements with Whitehall to cut their use of carbon. Of similar effect, the forthcoming 3p rise in petrol duty was cancelled. However, £200m over two years was announced to boost take up of the “Green Deal”, which is potentially beneficial for GM and the establishment of five Centres for Offshore Renewable Engineering was also announced in areas where GM firms ought to be able to take advantage, including the Humber and Tyne Tees. Similar positive moves came for Sheffield and for biomass. Plans for the Green Investment Bank, which GM is heavily lobbying for, were also confirmed.

Education 

There is a £600m schools programme to fund 100 additional free schools by the end of this Parliament, and an additional £600m for those local authorities with the greatest demographic pressures to deliver an additional 40,000 school places. This will certainly include parts of GM, which with a 4.5% population growth over the last ten years has seen some of the biggest rises in the country. 

Early years

Also announced was a £380m a year investment (by 2014/5) to extend the current provision of 15 hours of free education and care a week available for three and four year olds to disadvantaged two year olds. In total therefore, 40% of two year olds, 260,000 children, from the most disadvantaged families, will get this support in their early years, so children in GM will benefit. 
Income tax, state pension & tax credits

The threshold for paying income tax is to rise slightly (£630, lowering our tax by around £120 a year), the basic state pension will rise a significant 5.2% in line with the very high inflation rate and alongside benefits, however tax credits (which are claimed by around the 90% of lowest-earning households) are frozen, on top of cuts already scheduled for April 2012 which will lower the upper limit from £41k for child tax credit to £26k and £32k (for 1 child or more). The pension age is to rise more quickly to 67. Capital Gains Tax was frozen. 

Regional Growth Fund (RGF)

Having drawn on its SAF mechanism, GM did well in the second round of RGF, securing around £58m, and so strongly welcomes the further £1bn allocated to RGF in the Autumn Statement. The distribution mechanism will be interesting, i.e. whether it will again be an open bidding competition or whether Government will build on the results of the last RGF round and its Growing Places fund by empowering LEPs like GM’s that have shown themselves capable, able to deliver, and bringing different pots and policies to bear on a sound strategic economic plan, in our case the Greater Manchester Strategy.

Science and high tech 

£500m is to invested in “high-tech industries”, which is likely to include the Graphene Hub that GM will continue its strong efforts to ensure is located in the place where Graphene was discovered, so consolidating its role as an international centre for science and kick-starting plans for the development of “Graphene Valley”.

Housing 

As pre-announced, measures were confirmed for a new English housing strategy (Laying the Foundations), much needed as forecasts suggest GM needs around 12,000 new homes a year, but less than a third of this amount are currently being built. The measures include a small (£400m) pot to help stalled development schemes over the line, mortgage help by way of part-guarantees for first-time buyers and a reinvigorating of the “Right to Buy” scheme with increased discounts of up to 50% on social housing sales. This ought to have a positive if marginal housing market impact.
Public Sector Pay 

The pay of GM’s 240,000 or so public sector workers has been frozen for two years, and the Autumn Statement limits any average rise over the next two years to 1%, a significant development given an inflation rate of some 5%. The Government also flagged controversially that it is to look at the possibility of regional pay variations. This comes from the fact that current fixed national pay setting does not enable local labour markets to function in the public sector as they do in the private, with length of service and national formulae determining wages rather than supply and demand, individual performance and unit productivity. It essentially leads to some workers being effectively overpaid, and others underpaid, and creates inflexibility, so the only safety valve in more difficult times is redundancies, as well as reducing the comparative advantage that places like GM ought to have over London for “headquarters” type public sector relocation.  
Miscellaneous 
The bank levy was increased to 0.88% (from Jan 2012), which should maintain its annual take at around £2.5bn, and a moderate dose of labour market deregulation was announced with the promised removal of some health and safety requirements for the self-employed and tentative moves to more rapidly resolve employment tribunal cases and to shorten collective redundancy and dismissal procedures.

The Autumn Statement does not change the fundamental economic course of the UK, which is set to remain on a no/low growth path, likely dipping into recession, but avoiding losing the confidence of the bond markets that represent the international investors the UK wants to borrow such huge amounts from in the coming period. The Government has launched and developed many growth initiatives that this broad package provides milestones for, and GM needs to move rapidly and in a sophisticated way to take advantage of those that will help most with our own plans for boosting growth and connecting more residents to that growth. Foremost amongst these are the infrastructure projects tapped on the shoulder in the Autumn Statement and the mechanisms pushed forward to generate and support more, including the National Infrastructure plan, more RGF funding, the more active involvement of the GM and other Pension Funds in infrastructure investment, and the trend towards projects that enable local public borrowing, an important element of which is the generation of clear revenue and return. Broadband, credit easing and housing all look positive but slight interventions, whilst the youth employment initiative is one GM needs to grab and supplement with organisation creativity and make sure of maximum take up and sustainable application for our next generation of skilled workers. 
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