[image: image1.png]INSTITUTE OF DIRECTORS





 PRESS RELEASE

Embargoed until 00:01 hrs

Monday 2 April 2001

IoD Business Manifesto says keep Britain competitiveIoD Business Manifesto says keep Britain competitive

 title  
IoD Business Manifesto says keep Britain competitive

The Institute of Directors today publishes Keeping Britain Competitive: Manifesto for Business saying that the country's competitiveness has deteriorated in recent years. The paper urges a future government to prevent any further slide in Britain's competitive position. 

According to the World Economic Forum Britain slipped from fourth in the league table of competitive countries in 1998 to eighth in 1999 to ninth in 2000. The IoD points out two reasons for this deterioration. Firstly, Britain's tax/GDP advantage has been eroded by the significant increase in the tax/GDP ratio since 1997 (from 35 per cent in 1996/97 to 38 per cent, allowing for tax credits, in 2000/01) and, secondly, the significant increase in labour market regulations. 

In order to retain and enhance Britain's competitiveness, the IoD specifically urges a future government to:

· Maintain a stable, low inflation macroeconomic environment by retaining the pound and the current system of setting interest rates for the “foreseeable future” (the IoD fully supported the transfer of interest rate decisions to the Bank of England - which has performed very well);

· Introduce a new third rule for reducing the tax/GDP ratio as a long-term strategy (in addition to the current Chancellor’s Golden Rule and Sustainable Investment rule); 

· Consider incentivising people to spend more on health and education. The IoD favours types of “voucher schemes” which can be used in either the public or private sectors;

· Consider reducing state “micro” management of the provision of both education and health services in order to improve responsiveness and efficiency. Health service provision, in particular, should be split up into more manageable units (preferably independent mutuals); 
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· Bring pressure to bear on the relevant public bodies to sort out the current problems of the railway system (the fragmentation of which has proved a costly error). Concerning the London Underground, provision should not be fragmented;

· Simplify the taxation system and introduce no new taxes. “Re-nationalise” the Working Families Tax Credit; reconsider the Climate Change Levy; abolish stamp duty on shares and IHT (when affordable); and target more precisely IR35; 

· Introduce a programme of reviewing the regulations that affect individual sectors on a regular, rolling basis. (This could be every five years.) Regulations should have “sunset clauses” so that they expire unless there is a conscious attempt to renew them. The auditing body charged with reviewing the regulations must be independent of Government departments;

· Radically review the implementation of the planning regulations;

· Reverse the trend of the last four years of re-regulating the labour market (and withdraw any plans to introduce more “family friendly red tape” and/or “work-life balance red tape”) which will damage business and the jobs market; 

· Resist the EU’s Social Policy Agenda, which is fundamentally regulatory.  We would add that the EU’s aim to have Europe as “the most competitive and dynamic knowledge-based economy in the world by 2010” will fail unless the EU Commission and Council of Ministers realise that regulations destroy enterprise and act accordingly. 

Ruth Lea, Head of the Policy Unit at the IoD, said:

"There is no doubt that Britain’s international competitiveness has deteriorated in recent years – despite experiencing good economic growth and macroeconomic stability since the early 1990s. This should be of concern. The UK has a global economy and must retain its competitiveness so that business can thrive and deliver jobs and prosperity for all. Short of closing our borders to trade with the rest of the world, we must compete to stay in the race.

“The reasons for the slippage include a rapidly rising tax/GDP ratio, which should be reversed, and the de facto re-regulation of the labour market, which should also be reversed. Employment regulations damage businesses and damage jobs.

“Concerning other issues, we would urge any Government to retain the pound for the foreseeable future – premature EMU membership risks destabilising the economy and a return to ‘boom and bust’. And it’s not just employment regulations that are onerous for business especially small businesses. The tax system is long overdue for simplification and all regulations should have sunset clauses and be regularly and rigorously audited.”
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A separate manifesto for small firms will be published in the near future. 

Contact points:

Ruth Lea, Head of the Policy Unit, office tel: 020 7451 3291; home tel: 020 8346 3482,

                                      pager 07626 241749

Steve Reardon, Director of Communications, tel: 020 7451 2363, mobile: 07881 626330

Richard Taylor, Press Office, tel: 020 7451 3264, 

mobile and out of hours: 07721 734886; e-mail: press@iod.co.uk

Notes to Editors:

The Institute of Directors is a non-political organisation with some 70,000 members world-wide, 54,000 in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.
