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About The Future
Governance Forum

The Future Governance Forum is a new, progressive, non-profit and
non-partisan think tank. We are here to provide the intellectual and
practical infrastructure vital to national renewal and the revival of
progressive government in the UK.

Our goal is to shape a comprehensive new operating model for the way
the country works, delivering effectively across national, devolved, regional
and local government. We bring together people and institutions with

the expertise to develop and implement new models of partnership,

policy development and service delivery.

Our current programmes of work explore:

e Mission-based government: how do you apply
the principles in practice?

»  Impactful devolution: how can government meaningfully
and permanently devolve power to regional and local level
in one of the most centralised countries in the world?

*  New principles for better government: how should
an administration be set up, and its people empowered,
to deliver on its promises?

»  Rebuilding the nation: how can we utilise innovative
models of public and private investment to deliver
future policy objectives?

By prioritising these questions we are thinking about
new progressive models of governance for the long term.

This paper was first
published in November
2023. The contents and
opinions expressed in
this paper are those

of the authors only.

Company number,
England & Wales:
14406854
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Executive summary

Investing for the future is essential to national progress and economic growth.
The UK is failing badly at both.

Estimates of the investment shortfall vary but could be as much £100bn per
annum across both public and private sectors - equivalent to around 5% of

UK Gross Domestic Product (GDP). It is essential to consider both together
since well-designed public investment can draw in significantly more additional
private capital. The UK currently sits at the bottom of the G7 in both categories.
This failure goes right across the spectrum of investment: there are shortfalls

in infrastructure investment, in the availability of both start up and expansion
capital for new and growing businesses, and in actively boosting and
rebalancing regional economies.

It has implications for savers, too. Lack of investment reflects low levels
of savings - and low growth means that those savings deliver sub-optimal
returns. This creates a vicious cycle in which saving looks less attractive
because of lower returns, so levels of savings remain low and are then
prevented from achieving the higher rates of return that can come from
growth and economies of scale.

This paper sets out the issues as we see them at a high level and proposes
reforms to public investment that we believe will provide stability across the
economy. Both in this paper and in future reports, The Future Governance
Forum (FGF) will look critically at others’ proposals in this space (crucially
looking to seek common ground between competing policies), develop
and put forward our own ideas, and look to what will work in practice

to create progressive investment solutions that will help us rebuild the
economy - and the nation.

To find meaningful remedies for these interlinked challenges, a deep and
holistic diagnosis is needed - and a progressive approach here must consider
the interests of individual savers as well as the overall economy. Armed with

a more complete analysis, we propose the direction that national government
could and should take. Our argument is as follows:

Policy instability and a lack of investment have led to poor UK
growth and returns, with the private sector and pension funds
looking overseas for higher returns.

Economic, fiscal and policy stability, combined with stronger
institutional arrangements, are essential to provide both public
and private sectors with a clear strategy and to generate higher
returns from UK assets.
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National and regional development banks can better address
structural investment gaps, providing a platform for private
sector co-investment.

With guaranteed public investment and improved institutions,
the private sector will have improved financial incentives
and stronger relationships to invest more in the UK.

Higher levels of savings will be required to meet the
macroeconomic investment needs of the economy.

Increased public and private investment will help promote
UK economic growth, stimulate further new investment and
hopefully create a virtuous cycle in which greater levels of
savings can be deployed to more productive assets and
generate greater returns, in turn incentivising additional
savings and growing the total pools of investment.

In order to achieve this, the country needs new principles
underpinning more effective investment:

+ National government must set out a clear and stable economic
and fiscal strategy, working towards a long-term balance
sheet approach, guided by independent institutions such
as the Office for Budget Responsibility and the National
Infrastructure Commission. Multi-year spending settlements
for projects and public services, set via a clear process
and with simplified approvals, will enable swift delivery.

Not enough is being done to solve information and coordination
problems to ensure that there are attractive investments

to make. National and regional development banks have

an international track-record of success - we recommend

that the UK establishes or refashions an adequately

resourced, cross-sectoral, arms-length body with

a strong regional presence which is given the ability to
leverage in co-investment from pension funds and others.

These ideas - combined with those in future pieces of work - offer a new
progressive direction for investment policy. Providing public policy certainty
and unlocking private capital would enable investment to be a powerful engine
of change. It would mobilise the resources of the public and private sectors
toward achieving national missions - and substantially increase the chance

of achieving widespread growth alongside our environmental and social
ambitions for the country.
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Full recommendations

Economic and
fiscal strategy

National and regional
development banks

Recommendation 1: National government must set out a clear economic

and fiscal strategy - an overarching framework setting the direction for public
services, businesses, places, and the country as a whole to operate within

- and stick to it.

Recommendation 2: Wherever politically possible, national government
should aim to deliver policy stability for the lifespan of an investment.

Recommendation 3: A single annual fiscal event with a guaranteed
Office for Budget Responsibility forecast is essential for fiscal stability.

Recommendation 4: National government must think about how it takes
a longer term balance sheet view, though there are questions about how
this might work in practice given the different measures, valuations and
specific approaches that could be taken.

Recommendation 5: Reforms should be considered to boost the role
of the National Infrastructure Commission (NIC) in supporting national
government to take a longer-term approach.

Recommendation 6: Setting the multi-year Spending Review process
and timelines in advance would establish clarity across the public sector
and beyond.

Recommendation 7: We need to simplify processes for the approval
of major projects - without bypassing rigour or accountability -

to speed up delivery, give greater certainty to investors and

greater autonomy for projects to innovate.

Recommendation 8: Effective development banking institutions need to be
arms-length and given sufficient space to manage their own activities within
strategic objectives set by national government. This also includes allowing
institutions to build up their own expertise and take direct stakes within firms
and projects.

Recommendation 9: To achieve efficiencies of scale and attract the right
skills, we need to look towards fewer investment institutions with broader,
cross-sector remits. The appropriate role of existing institutions such as
UK Government Investments (UKGI), UK Export Finance (UKEF),

the UK Infrastructure Bank (UKIB) and the British Business Bank (BBB)
must all be considered, evaluated - and potentially consolidated.

Recommendation 10: National institutions must be matched by a strong
regional presence. Capital allocations should predominantly be made

at a regional level by people embedded in the relevant regional economy
with a clear mandate to focus on the growth of their region.

Recommendation 11: Both national and regional institutions should
create the right partnerships and structures to allow for co-investment
by pension funds and others.
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Chapter one: analysis of
the UK investment problem

Introduction

“The more certainty
policymakers provide,
the more likely it is
that firms will have
the confidence to
invest, innovate, and
increase the scale of
their UK business.”

The City of London
Corporation (Vision for
Economic Growth 2023)

Public
investment

There is a substantial and well-reported investment problem in the UK
economy today. The UK’s gross fixed capital formation - that is, that portion

of expenditure that indicates how much of the new value added in an economy
is invested rather than consumed - as a percentage of GDP sits at the bottom
of the G7!

Figure 1. UK Investment compared to G7
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George Dibb & Luke Murphy, ‘Now is the time to confront UK’s investment-phobia’,
IPPR, (June 2023.)

Lack of certainty and long-term stability is a deterrent for private
sector capital.? It is also a deterrent to attracting talent to government
investment structures.

For more than sixty years, public sector net investment has been subject

to persistent volatility - that is, rapid increases and decreases in planned
spend - with the UK enduring the second highest variation among advanced
economies in terms of public investment growth between 1960 and 2019.3
This has not been conducive to good value for money or leveraging private
sector investment.

1 George Dibb & Luke Murphy, ‘Now is the time to confront UK’s investment-phobia’, IPPR, June
2023.

2 ‘Vision for Economic Growth - a roadmap to prosperity’, The Global City, September 2023, p18.

3 Felicia Odamtten and James Smith, ‘Cutting the Cuts’, Resolution Foundation, March 2023.


https://www.ippr.org/blog/now-is-the-time-to-confront-uk-s-investment-phobia
https://www.theglobalcity.uk/PositiveWebsite/media/Research-reports/Vision-for-Economic-Growth-%E2%80%94-a-roadmap-to-prosperity.pdf
https://economy2030.resolutionfoundation.org/wp-content/uploads/2023/03/Cutting_the_cuts.pdf
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For example, in September 2022 the current government reneged on its
budget 2020 plan to increase public investment to 3% of GDP, instead cutting
it back to 2% of GDP in the wake of the now notorious ‘Mini-Budget’. This led to
a reduction of much-needed net zero and infrastructure investment, which in
turn triggered greater uncertainty regarding the delivery of major projects and
ultimately neutered High Speed 2.4

Figure 2. UK Public Sector Investment since 1979 and key
changes in predicted government spend since 2020
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Future Governance Forum analysis of OBR figures

This historic and persistent failure is more than just a shortage of investment
in aggregate. Current investment structures fail to deliver investment to the
right places, either geographically or within the life cycle of companies.

Business In the UK, private equity investment for start ups and scale ups is low.
investment Analysis from 2020, shown in Figure 3. below, suggested a shortfall of between
£12.5bn to £17.5bn per annum. Of this, £5bn to £10bn was posited as a
‘structural gap’ across particular regions, sectors and business types,
driven by failings in policy and the investment ecosystem.®

The structural shortfall for growth companies is critical and goes across

the capital spectrum. As a result, the UK is failing to create all the productive
start-ups it could while new businesses that desperately need expansion
capital to finance their growth and move beyond self-sufficiency cannot
access necessary capital in the UK. Without access to domestic capital
investment, these potentially profitable businesses can fail, or seek foreign
investment capital, diminishing our potential for national growth.

4 Future Governance Forum analysis of OBR figures.

5 ‘The Future Of Growth Capital’, ScaleUp Institute, August 2020



https://growthcapital.report/wp-content/uploads/2020/08/The-Future-of-Growth-Capital-August-2020-1-1.pdf
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Figure 3. One Potential Analysis of Investment Gap
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Source: The Future of Growth Capital, ScaleUP Institute (August 2020)

Furthermore, rising interest rates have cut equity investment even further for
small and medium sized enterprises (SMEs) according to the British Business
Bank (BBB) - declining by 47% in the second half of 2022 compared to the first
half.6 Thus, the gap, driven by cyclical factors, is likely even larger now than the
numbers set out in Figure 4, below.

The BBB, which is meant to remedy this structural gap for SMEs across
the country, still invests over 50% of its capital allocation into London.”
This, too, is even higher than the market average as shown in Figure 4.

Figure 4. British Business Bank equity deals by region

Nations and English Regions British Business Bank Overall Equity Market Wider PE/VC market
London 50.3% 48.5% 46.8%
East of England 7.5% 6.7% 5.5%
South East 7.2% 9.7% 11.8%
North West 7.0% 6.0% 9.0%
South West 5.5% 5.0% 5.0%
Scotland 5.0% 8.9% 4.8%
West Midlands 4.2% 2.8% 2.5%
Yorkshire and The Humber 4.3% 3.3% 4.6%
Northern Ireland 3.3% 1.3% 1.0%
North East 1.9% 3.3% 3.2%
Wales 1.6% 2.6% 3.0%
East Midlands 21% 2.0% 2.3%

Source: Small Business Equity Tracker, British Business Bank (June 2023)

6 ‘Small Business Equity Tracker 2023, British Business Bank, June 2023

7 ‘Small Business Equity Tracker 2023’, British Business Bank, June 2023



https://www.british-business-bank.co.uk/small-business-equity-tracker-2023/
https://www.british-business-bank.co.uk/small-business-equity-tracker-2023/
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Investment The transition to net zero further highlights the need for capital to remedy

for net zero these shortfalls. HM Treasury figures show net zero public and private
investment requirements peaking at over £60 billion per year by the
mid-2030s.8 Other analysis has put the requirement at around £40 billion
per year.? It is essential that we bring together the right public and private
sector institutions and mechanisms urgently, so that sufficient short and
medium term investment can be secured and expedited.

Figure 5. HM Treasury analysis of net zero capital requirement
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Source: Net Zero Review, HM Treasury (2021)

8 ‘Net Zero Review: Analysis exploring the key issues’, HM Treasury, October 2021

9 ‘Unlocking capital for Net Zero infrastructure’, PwC, November 2020



https://assets.publishing.service.gov.uk/media/616eb3568fa8f52979b6ca3e/NZR_-_Final_Report_-_Published_version.pdf
https://www.pwc.co.uk/assets/document/Unlocking-capital-for-net-zero-PwC-Nov-2020.pdf
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Investment
across the UK

As well as the issue of regional access to finance highlighted by the BBB
statistics, there is also a clear need for investment in infrastructure across
the UK. The UK has poor connectivity compared to other European countries
and the US across both road and public transport.’® This reduces effective
labour markets and agglomeration effects which are a prime driver of
productivity growth.

Figure 6. UK, US & European connectivity by road & public transport
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Source: Balls, Stansbury, and Turner, Tackling the UK'’s regional economic inequality: Binding
constraints and avenues for policy intervention, M-RCBG Associate Working Paper Series No.198
(2023)

10 Anna Stansbury, Dan Tuner and Ed Balls, ‘Tackling the UK’s regional economic inequality:
Binding constraints and avenues for policy intervention’, M-RCBG Associate Working Paper
Series No. 198, March 2023



https://www.hks.harvard.edu/sites/default/files/centers/mrcbg/files/198_AWP_final.pdf
https://www.hks.harvard.edu/sites/default/files/centers/mrcbg/files/198_AWP_final.pdf
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Chapter two: providing public investment
and policy certainty for the long-term

Introduction

Economic and
fiscal strategy

Given the analysis above, there is a vital role for national government to create
an economic strategy that locks in long term policy certainty and creates a
clear investment horizon which will crowd-in private investment.

Clarity of purpose from national government, combined with delegation

to others, enables delivery through the public and private sectors across

the whole country. When there are guaranteed long term budgets, clear
timeframes and defined goals, then different people, businesses and services
can work together and innovate. The need for certainty is a clear demand from
business. " National plans which provide certainty and transparency allow new
cohorts of workers to be trained and long term investments to be made. It

is self-evident that national government must set out a clear economic and
fiscal strategy — an overarching framework setting the direction for public
services, businesses, places, and the country as a whole to operate within —
and stick to it.

Of course, it is important to ensure that there are appropriate controls on
spending to ensure value for money. However, a stop-start culture which
combines uncertainty and centralisation has gone too far. Without certainty
or the capacity to delegate, value for money and simple delivery of public
services is difficult. Examples of the current government undermining investor
confidence include changes to its net zero strategy, constant changes to

High Speed 2 and the BBB being constrained by individual ring-fenced pots
of money.”? We agree with those who have set out to provide more certainty to
local government to pursue economic development goals.” Wherever polit-
ically possible, national government should aim to deliver policy stability for
the lifespan of an investment.

11 “Vision for Economic Growth - a roadmap to prosperity’, The Global City, September 2023, p.18

12 Paul Brandily, Mimosa Distefano, Krishan Shah, Gregory Thwaites and Anna Valero, ‘Beyond
Boosterism’, The Economy 2030 Inquiry, June 2023, p.87

13 ‘A Good Life in all Regions: Uniting our Country to End poverty’, Fabian Society, July 2023, p.6

Spotlight on fiscal policy

Considering the balance sheet impacts of different approaches to public
sector assets is important in a fiscally constrained environment. Both the
government and the opposition have stated that they wish to reduce
public sector net debt (PSND) as a proportion of GDP. PSND takes a
narrow view of government assets and liabilities by valuing the stock of
government debt netted off by liquid financial assets, see Figure 7, below.
Other measures try to take a more expansive view but are subject to
their own definitional issues and valuation techniques as more assets

are added.


https://www.theglobalcity.uk/PositiveWebsite/media/Research-reports/Vision-for-Economic-Growth-%E2%80%94-a-roadmap-to-prosperity.pdf
https://economy2030.resolutionfoundation.org/reports/beyond-boosterism/
https://economy2030.resolutionfoundation.org/reports/beyond-boosterism/
https://fabians.org.uk/wp-content/uploads/2023/07/FABJ10444-Commission-Report-230704-WEB.pdf
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1 Public Sector Public Sector Net Public Sector
Flg ure 7‘ Net Debt Financial Liabilities Net Worth*
National
Accounts Non-financial assets
measures
Illiquid financial assets Illiquid financial assets
Liquid financial assets Liquid financial assets Liquid financial assets

Assets
Liabilities

Government borrowing Government borrowing Government borrowing

Other financial liabilites Other financial liabilites
Funded public Funded public
sector pensions sector pensions

Unfunded Public
sector pensions®

Source: Whole of Government Accounts,
HM Treasury (2021)

For PSND purposes, liquid financial assets primarily include bank deposits
and foreign exchange reserves but not equities or derivatives (defined

as illiquid financial assets). Focusing on PSND therefore means that the
government has a preference for holding ‘liquid” assets such as bank
deposits or gilts within the public sector. For example, if the public sector
reduced low interest earning bank deposits in order to increase holdings
of higher earning equities then this would increase PSND. The opposite

is also true. If equities were sold to release cash, or funds which hold cash
or gilts moved into the public sector from the private sector, this would
decrease PSND, even in cases where spending would increase over the
long term as the government would be liable to meet pension obligations.

The market turmoil of Autumn 2022 also highlighted the risks of an unpredicta-
ble and non-transparent approach to the public finances. A single annual fiscal
event with a guaranteed Office for Budget Responsibility forecast is essential
for fiscal stability, building on the direction of travel set out by Philip Hammond
as Chancellor of the Exchequer between 2016 and 2019*% and, more recently,
pledges from Shadow Chancellor of the Exchequer, Rachel Reeves.®

There is a greater role for the state in crowding-in investment where there are
clear market failures related to coordination and information. National govern-
ment can take a longer-term view than all but a few private sector institutions,
giving it a unique role to de-risk investment in areas of the economy that require
a multi-decade approach to achieve returns. Annual national government
spending and taxation is just one part of this; arguably it is far more important
to consider the infrastructure, enterprises and other assets that comprise

the wider balance sheet to fully understand the economic picture. National
government must think about how it takes a longer term balance sheet view,
though there are questions about how this might work in practice given
different measures, valuations and specific approaches that could be taken.

14 Jill Rutter, Bill Dodwell, Paul Johnson, George Crozier, John Cullinane, Alice Lilly
and Euan McCarthy ‘Better Budgets’, Institute for Government, January 2017

15 Rachel Reeves, ‘Speech at Labour Party Conference’, October 2023



https://www.instituteforgovernment.org.uk/sites/default/files/publications/Better_Budgets_report_WEB.pdf
https://labour.org.uk/updates/press-releases/rachel-reeves-speech-at-labour-conference/
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National and regional
development banks

Institutionally, the National Infrastructure Commission (NIC) is well placed

to provide expert advice to the government on economic infrastructure.
However, reforms should be considered to boost the role of the NIC

in supporting the government to take a longer term approach. First, its
independence needs to be guaranteed in statute. Second, national government
should have an obligation to respond to its recommendations within a set
timeframe. Third, its scope could be expanded beyond its current, narrowly
defined remit of economic infrastructure to include some or all of housing,

land use and other elements of public sector investment.

A stable fiscal environment provides greater certainty for investors and
businesses and also enables public services, major projects and local
government to get on with delivery. The 1998 to 2006 period provides

a precedent for achieving better value for money through processes which
provide certainty. The processes in this period were predicated on defining
clear outcomes and holding a Spending Review every other year setting
budgets for a three-year period. Setting the multi-year Spending Review
process and timelines inadvance, potentially in statute, would establish
clarity across the public sector and beyond.

We also need to simplify processes for the approval of major projects —
without bypassing rigour or accountability — to speed up delivery, give greater
certainty to investors and greater autonomy for projects to innovate.

The UK Vaccines Taskforce model shows how rapid decision-making can

bring in deeper scientific and procurement expertise when the right focus

and delegation is provided by the government.’® This Taskforce model could

be replicated for other significant national projects.

The European Investment Bank (EIB) was a key source of funding for many UK
projects prior to Brexit. However, only one third of EIB investment has been
replaced since the UK left the European Union.”” This falls to one eighth when
considering the areas of infrastructure it used to finance — and this has primarily
been focused on telecoms rather than transport, energy or water infrastructure
which are also sorely needed.”®

Based on international best practice, effective development banking
institutions need to be arms-length and given space to manage their

own activities within strategic objectives set by the government It is

also important that institutions are allowed to build up their own expertise
and take direct stakes within firms and projects.?° At the right scale, these
institutions will have the right tools and experience to support better value for
money — often acting countercyclically rather than amplifying market trends.

16 ‘A review of the Vaccine Taskforce’, Department of Health and Social Care, August 2023

17 ‘The Investment Gap: The UK’s efforts to replace the European Investment Bank’, UK in a
Changing Europe, September 2023, p15

18 Ibid. p.16
19 ‘The Future Of Growth Capital’, ScaleUp Institute, August 2020

20 ‘The Investment Gap: The UK’s efforts to replace the European Investment Bank’, UK in a
Changing Europe, September 2023, p.16



https://www.gov.uk/government/publications/a-review-of-the-vaccine-taskforce/a-review-of-the-vaccine-taskforce#purpose-and-scope-of-this-review
https://ukandeu.ac.uk/wp-content/uploads/2023/09/UKICE-THE-INVESTMENT-GAP.pdf
https://growthcapital.report/wp-content/uploads/2020/08/The-Future-of-Growth-Capital-August-2020-1-1.pdf
https://ukandeu.ac.uk/wp-content/uploads/2023/09/UKICE-THE-INVESTMENT-GAP.pdf
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The new UK Infrastructure Bank (UKIB) is intended to focus on regional

growth and achieving net zero. However, it is suffering from a lack of staff and
expertise, and also a smaller pool of capital than is needed if it is to fill the gap
left by leaving the EIB.?' This has limited the ability to channel investment into
the sorts of higher-risk and more innovative projects that the EIB once financed.

To achieve efficiencies of scale and attract the right skills, we need to look
toward fewer investment institutions with broader cross-sectoral remits.?
This would give clear pathways for the private sector, consolidate banking
functions as well as public resources, and act as a talent magnet for the
expertise required to correctly assess projects. More specialised sectors such
as new forms of infrastructure or deep tech firms will require deeper expertise
and international experience suggests that scale and institutional certainty
are critical to attracting the right talent. The appropriate role of existing
institutions such as UK Government Investments (UKGI), UK Export Finance
(UKEF), the UKIB and the BBB must all be considered and evaluated — and
the organisations themselves potentially consolidated.

It will be important to identify sectoral gaps that will require financing.

For example, it has been suggested that there is a gap in the current landscape
for a new institution focused on transitioning manufacturing to net zero.??

We suggest that, rather than creating any more new bodies, this goal should
be a focus for the broad-based development banks at a national and regional
level, with the benefits that this creates set out above.

It is not acceptable that 50% of BBB equity investment takes place in

London — more than the market average. National institutions must be
matched by a strong regional presence.?* This can build on the experience
from the BBB'’s regional teams as well as the Welsh Development Bank and
Scottish National Investment Bank. Capital allocations should predominantly
be made at a regional level by people embedded in their economies with a
clear mandate to focus on the growth of their region. This will help to support
the development of good projects and local investment ecosystems across
the country, working with other local sources of capital such as investors and
pension funds. To achieve the right scale, we think England would be covered
by up to five regional areas at most, considering the need to balance efficiency
and attract the right talent with geographic representation.

The constrained fiscal environment means that these institutions will have
to operate within clear parameters. Giving institutions their own powers to
borrow would be difficult, but they must be given multi-year certainty to
achieve the highest possible value for money and return on investment.?®
Both national and regional institutions should create the right partnerships
and structures to allow for co-investment by pensions funds and others.?®

21 Ibid.
22 Ibid.

23 Simone Gasperin and George Dibb, ‘Growing Green: A Proposal for a National Investment
Fund’, IPPR, August 2023

24 ‘The Future Of Growth Capital’, ScaleUp Institute, August 2020

25 Paul Brandily, Mimosa Distefano, Krishan Shah, Gregory Thwaites and Anna Valero, ‘Beyond
Boosterism’, The Economy 2030 Inquiry, June 2023, p.87

26 Ibid., p.88


https://www.ippr.org/research/publications/growing-green
https://www.ippr.org/research/publications/growing-green
https://growthcapital.report/wp-content/uploads/2020/08/The-Future-of-Growth-Capital-August-2020-1-1.pdf
https://economy2030.resolutionfoundation.org/reports/beyond-boosterism/
https://economy2030.resolutionfoundation.org/reports/beyond-boosterism/
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We think there is a clear role for public sector institutions to take the lead in
these relationships to enable crowding-in, build expertise and to underpin
public policy certainty. With a clear structure at national and regional levels,
the demand from the private sector for clarity on how to access finance at
different stages will also be met.?”

27 ‘Vision for Economic Growth- a roadmap to prosperity’, The Global City, September 2023, p.24



https://policyimpactpartners365-my.sharepoint.com/personal/andrew_policyimpactpartners_com/Documents/‘Vision%20for%20Economic%20Growth-%20a%20roadmap%20to%20prosperity
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Conclusion

With a consolidated set of public sector institutions, and greater certainty in the
medium and long term policy and financing environment, the private sector will
feel more confident to invest. This investment will need to come from a variety
of sources, ranging from the pensions of UK savers to international investment.
It will need to be directed towards a number of different sectors from transport
to energy. It must also be spread geographically across the country and
managed by those embedded in their regional economies, to rebalance the
structural and historical overdependence on London.

The failures of the recent past provide a lesson in how not to approach many
of these problems. We lag behind international comparators on both public
and private investment, largely driven by poor policy choices.

But these failures also point to how a government with vision, confidence and
an understanding of the need to create a stable environment for private sector
investment could begin to deliver the national progress and growth that the
country needs to thrive and compare more favourably with similar economies
internationally.

Effective investment informed by progressive principles will unleash a future
built on a virtuous cycle - higher growth, higher returns and higher investment -
marking a fundamental shift in the long term direction of the UK. An economic
engine which will drive higher wages for workers, higher returns for savers and
higher funding available for public services. The same low investment and low
growth status quo is not an option.
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