In 1929 unemployment and recession was the major issuag f&itain, the major
preoccupation of people and government. Lloyd George producethsterly plan,
researched and accounted to the last shiling and peheylLiberals were defeated at the
ensuing election. And Britain was the loser.

v

Today, 80 years later, the country faces the sameisiuanly multiplied up on a vast
scale by financial wizardry and globalization. We neeglan of similar vision, and this
time, we need to follow it through.
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Today, in 2009 as unemployment and recession loom up tjkevang spectre before us, we need

a similarly aggressive, detailed plan, workable bottinne and in accountability.

Britain Can Conquer Unemployment 2009

Recession? Unemployment? Doom and Gloom?
Yes indeed.

But our present downturn also offers a once-in-a-tifetopportunity to invest in a future of productive
industry, affordable housing, cost-effective public tpams rejuvenation of urban and rural environmg

We should seize this golden, yes, golden opportunity toawepour productivity and our infrastructure!.

1. Analysis

Problem — Result — Solution
2. Strategy

Development Banking — Regional Planning around Core Cities
3. Investment

2Nt

Transport — Housing — Community — Industry

Our nation’s rural and major roads, highways and motswagether form an interlocking system

communication, through which we move ourselves, our gaadsservices. It is a significant element in

our national infrastructure.

But imagine for a moment that all roads are privateinathe medieval turnpike days. Private roads
privately constructed, owned by their shareholders anchtgzepurely for private profit. Some roads ar¢
well maintained, others not so. One particularly imgotrthighway is in very poor repair. Its importance

allows its owners to charge very high tolls for itg,uand the fact that expenditure on maintenan
negligible allows profits to be maximized.

25

of

ce

oD =

&




Then one day torrential rains destroy one of its niaidges, and the loss of this strategic link brings the
entire region almost to a standstill. This event peshaps prove a turning point in the nation’s history
as people, local and national administrations combdaealization that the road network is a vital par
of the nation’s infrastructure and as such must functisra totality, operated responsibly to a high
standard.

—

The Great Banking Crisis of 2008-9 may have the samet,effiéspelling illusions and forcing an
acceptance of reality. The illusion is a widely, andeu@asonably held assumption that our banking and
monetary system is a national institution, a sigafiic indeed perhaps the most important element in our
national infrastructure, that web of interlocking seegi like water, electricity, telecommunications, roads
and public transport which collectively make a country Bie within it civilized.

But not so.

Our monetary system is dependent on the banking systeoh wkrvices it. And our banks are all
privately owned, operated for the benefit of sharehe|d#ite national interest being only of secondary
importance. All of the interlocking problems we see yodhich have together brought our economy to it
knees are the result of private institutions operatimgffmrt-term private gain, with scant regard to th
public welfare and little or no awareness of theilemive role as the nation’s most valuable of al it
infrastructural components.

[C2R2)

The banks are in trouble because they gambled wildly eredponsibly with the resources at their
disposal. Q: Are bankers Conservative or Socialist¥ds. When they're on a winning streak taking in
profits on bets the complexity of which few but the yguwhiz kids understand, when star traders and
executives are taking home bonuses in the millionshéim&ers are True Blue Conservative — and Hands
Off Private Enterprise!

But when the bets turn sour and phenomenal winnings tum ruinous debts, suddenly they're
Socialists, standing in the lineup, their top hats heldfar government welfare — and welfare on a scale
which dwarfs unemployment benefits for ornery out-offmolks. And so the government steps in. While
traditional economists make dark threats about the daomfgmvernments running the banking system,
the reality is that a nation’s banking and monetasyesy is a vital part of its infrastructure, and whésn it
threatened, government is the banker of last restraf Avhich gives the bankers the last laugh of course:
“you can't say we're private companies, and let us gth¢owall Prime Minister. We are your nation’s
banking system. Without us your people will be reduced ttebag fruits and vegetables in the public
market — back to darkest Africa”. Yes, they've got us dkerproverbial barrel.

And they're right. We can’t do without them. Just asm@&ved from private roads to a unified publicly
administered system, so we need to reconsider our priegierated-solely-for-profit banking and
monetary system right from the bottom, what we neethfit and how best our needs can be supplied
efficiently and cost-effectively. But that will comater. For now, let's look in more detail at the mes
we’re in at this moment.

)

1. Analysis: (a) The Problem

The fat-cat bonuses are already well establishedkiofe, and there is a wide awareness of the extent to
which banks have bent over backwards to invent evee mmmplex gambling devices without apparently
any thought that gamblers might one day lose their or shirts. This in turn leads to a consideration o
the private company status of banks, their gross midussaurces at their disposal and scant regard for
their status as guardians of the nation’s monetaryersysiThe complexity of the risks they were
increasingly taking and their subsequent downfall is themeéement in our current financial troubles.

=<
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There is also another factor, what economistsacaljor credit overhang, which means simply that taken
overall we are personally and individually up to our necksdébt. Ten years ago in 1999 British
households were already the fourth most indebted amon@ Theconomies. By 2002 we had taken the
lead, with a debt burden equivalent to almost double disjgosaimme, the money you have to spend afte
essentials are covered.

=

Bad behaviour? No one to blame but ourselves? PaglyBye the bankers must share the blame.

When a plumber does a job you have a right to expect quadity that will last from a man who knows
what he’s doing. Similarly if a mortgage professionayssgou can afford it, you would not be
irresponsible if you believed him. Adverts on commércaio tell you that, with the value of your home
now most probably greater than your mortgage, you diegsiin unrealized assets. “Unlock the equity ir
your home!” they cry, giving the impression that you aiting on an untapped oilfield in your back
garden.

Similarly we are plagued at every turn by offers of dredrds, through the mail, the internet, department
stores... they all want you to run up debts on their crealitls. Why? So you can enjoy tomorrow’s
pleasures today? Not really. What they want is fortgotun up a debit which you fail to pay on the due
date, either because you can’t spare the cash right arobgcause you've got so many credit cards you
can’t possibly keep a check on all of them. So the toedd companies charge interest on the outstanding
debt — a profitable investment at 19%.

Dodgy mortgages may give some grateful buyers a home, theiifincomes can’t sustain the payment
then repossession will be the inevitable result. &t $ame time, bringing homeowners into the mark
who can’t afford to be there simply pushes house pricegeufurther so the boom feeds on itself. And
when any commodity starts on the rise, the speculateysin, so again pushing up prices, speculation
being a self-fulfilling prophecy... until the bubble bursts.

"

9]
—

But unsustainable mortgages are a symptom, not a caugse Peed houses, that’s a basic of a civilized
life. As long as there is a shortage of affordable imgyshot subsidized, but at-cost, economical housing
provided for example through housing cooperatives, the pressoreto obtain a mortgage by whatever
device your friendly mortgage broker is willing to come uthw

As for the huge credit card debts, credit companies,fallhich share common databases, need to curb
their collective limits. It is no part of responsilddanking to tempt otherwise responsible citizens into
irresponsible financial practices.

1. Analysis: (b) The Result.
The results of bank gambling are clear to see: theglastony broke, and that’s that.

The result of high personal debts, coupled with decliningéhwalues and the threat of unemploymen
have led to a forced return to commonsense. We're lih ttierefore we need to stop spending for a bi
get out of the red and back into, or at least somewhese the black. Keep earning, stop spending.
very wise choice. The trouble is that everyone ms#ning the same, and the economics just don’t wo
out. If we stop spending, stocks build up in the shops, sostiop ordering, producers stop producing..
and stop employing. And when people are out of work on negfyced incomes, they spend even less, so
putting even more out of work.

=~

Economics is a circle. Work Monday-Friday, earn, thleap and spend on Saturday, the shops reorder, so
we're back to work on Monday. Break the circle and thele economic machine grinds to a halt
Economics isn’t rocket science. It's common sensklamman nature.
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1. Analysis: (c) The Solution.
And the solution isn’t rocket science either.

In the summer months the good bed-and-breakfast ladms afeaside resorts are busy... well, cooking
breakfasts and making beds. But come the winter montddsalinis quiet. So what do they do? No
problem. Winter is the time to add an ensuite bathradeeprate another bedroom, give the kitchen a
really thorough cleanout, trim up the garden. Idle? Wisteur busiest time!

What these wise folk are doing is not economics,sitisple commonsense. They are using the downturn
in immediate demand from customers to invest in projehish will prove their worth next spring when
the holidaymakers return, either by giving customersbéddicilities, or by investing in ways to deliver
services more productively, and thus more profitably — ladwur-saving equipment for the kitchen for
example, or a new larger washing machine so they cahailoown sheets and table cloths, saving o
laundry bills.

>

Now, in a time of economic downturn, now is the tifoe wise Councils to invest in infrastructure
improvements, to provide affordable housing, and improvedigtiasinsport. Now is the time for wise
companies to keep their key staff, and focus, not on prioduct goods which are not for the moment in
demand, but on investment in factory and production impnews, better layout, machine maintenance
installation of more modern equipment, research inte peoducts. Work today, not for current
production, but to improve productivity so that when demasdmes, tomorrow’s products will be better
and cost less to produce. Not a revolutionary proposaplgidoing what the bed-and-breakfast ladies do
every winter.

But this simple solution requires one simple facilityedit. Which in turn requires a properly functioning
banking system. And oh dear. We don’t seem to have one.

A country needs two things from its banking system. fiils¢ is relatively simple, and as such is best
done simply and by simple means. We all need a locdt hdwere we can have a current account, pay
money into it, and withdraw for daily needs. No rockaeisce there. The local bank should know its
clients, their needs and capabilities in order to affhrice and services appropriate to their needs.

The second and rather more significant need from a bgngystem is investment. Loans quantified
within the nation’s capacity and so directed as to eoddhe nation’s productive capabilities, creating
jobs, financing infrastructure, helping business to expardl ta remain in the competitive forefront.
Wouldn’t that be nice? But banks aren’t philanthropic orgations. They're not there to be helpful, tg
boost their nation’s productivity and competitivenesseyire there... to make as much money as they
can for themselves and their shareholders, if negebgaesorting to the wild and irresponsible gambling
the extent of which has only now been revealed ifultenormity.

Maybe it's time to look at our banking system and asktdreit fully meets our needs, and if not, how it
might be restructured better to do so.

2. Strategy: (a) Development Banking

Does our present banking meet our needs? Yes, and nat Meets our demands for unsustainabl
mortgages and unlimited credit cards which only get ustiotdle. And no it does not provide a full and
satisfactory service with regard to committed investimfer industry and infrastructure. In addition,
bankers gamble irresponsibly with funds at their dispaéth is not in the interests of their customers
or the nation as a whole.

11°]
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The responsible provision of our local day-to-day bankiegds is not a major problem.

Itis in the area of longterm investment in industng anfrastructure that we need a fundamental revision
of current practices.

To take care of investment needs, we need to creat@abkped Development Banks on a regional basi
with the specific purpose of investing in regional businasd industry on an ongoing partnership basi
with decisions based on a rigorous assessment of pnopdatity and guided by an overall regional
investment strategy.

v wn

Regional Development Banks (RDB) would be licensed byatioNal Development Bank Commission
and authorized by the Commission to make investmenslaop to a global value as determined from time
to time by the Commission in conjunction with curréntral Bank policy and prevailing economic
conditions. Each RDB is then evaluated separately agigiguially in terms of loan capacity dependan
on specific circumstances of the region in which itrapes.

Loans are then made to encourage and develop new statéuprieses large and small, to secure, expand
and improve existing enterprises, and for major regiamfehstructure projects, the latter in conjunction
with local authorities and national planning.

In each and every case, the granting of a loan is gedcby a thorough and complete business plan
providing full working detail, proposed use of the loan fundsl jarecise projections of sales, income and
expenditure as appropriate for each project, as well aspated repayment schedule.

In order to ensure the most secure possible foundatiothéenterprise or the project, as well as the
ultimate security of the loan, each RDB would maintiregister of specialist firms, contractors, business
advisors etc who can be called upon to verify loamtdiecost estimates and provide setup advice i
forms varying from design of factory premises to proomtiand accounting. Skilled commercial,
architectural and technical advice is thus availalitbeeto assist existing enterprises or to promote new
ones.
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Once launched, the new enterprise manages itself bilBahk guarantees continuing support in retur
for a flow of data from which the new enterprise'sgpess can be monitored — production, sales, profits
and so on. As soon as the loan has been grantedamdlattions of expenditure and income would be
recorded daily in real-time in the Bank's database, acmimaulated each month when actuality is
compared with projections using the Bank’s computer modstr&pancies will be flagged by the system.
The individual loan supervising agent then reviews thethsrperformance with the client, and any
variations from projections can be analyzed and rerdeaéenecessary. If anything begins to go wrong
the Bank can give timely help, with advice or furthemafice if appropriate.

-

The highly successful Mondragon cooperative group in Basqua patrates this ongoing relationship
between investment banking and recipient business.\Wbakkers’ Bankserves three mutually inter-
dependent functions: it provides investment as a locatldgwment bank, offers technical and financial
advice for business startup, then monitors production, tyualid financial performance in a process 0
ongoing cooperation and partnership.
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The ongoing partnership concept also assumes longterm itoem, ensuring finance for secure long-
range planning and productivity investment, as well asares and development into new-generatio
products and services in conjunction, perhaps, with npeiaized venture capital funds.

>

A major distinguishing feature of the RDB concept is thadtal project, from design through production
and management to sales, becomes the loan collatathler than the personal assets of individuals. The
RDBs exist to create new business and new wealth wimre previously existed, not (in the words of
comedian Bob Hope) “to lend money to people who can pireedon’t need it”.
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RDBs are authorized to create loans based on projdietteral, and are not required to maintain
“reserves” in the current banking sense. In the curbanking tradition, a bank’s reserves are institute
as, and traditionally regarded as an insurance agaisssldsut in practice insurance is no better than the
risks it insures. Experience in 2008-9 has shown bank agsetslly inadequate to cover bad investment
and gambling risks. The RDBs would rely for their secuoitythorough research of loan projects, on
close working and constructive partnership with the le@mipient, and a detailed follow-up of resuls
investment loan is best securitized by ensuring the stess of the project in which it is invested.

o
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This is a relatively new concept of forward-securtizganking in which the security of the loan is
represented not by a backup of assets but by the futugemparice of the investment project.

RDBs would charge only to cover administrative costgerest charges as such would not apply.

While one major objective of the RDBs would be tasigs improving the productive efficiency of their
business clients, the RDBs themselves would be requirathintain the highest standards of service and
the most economical costs in order best to servedhents and home regions.

All RDBs would report monthly to the Commission, inding the value of loans, and successes 0
problems with loan clients. All RDBs would also repibréir monthly administrative costs which are ther
compared on a standard scale which allows weightingsufmber of clients and value of loans. The Ban
with lowest administrative cost becomes the curremchmark which others should attempt to emulat
Banks are encouraged to compare notes on costs andiiog-measures while maintaining the highes
possible quality of loan assessment, follow-up, and tvesstomer service.
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The purpose of the RDB concept is to promote regional thramd employment to the fullest extent
possible. Any worthwhile project, large or small shobélconsidered, and the onus is on the Bank to
prove grounds for rejection of a loan. The successilordsof any RDB will be measured not by its profits
or the wealth of its executives, but by the prospefitfischome region.

2. Strategy: (b) Regional Planning around Core Cities

Already in existence and well established, the Core€®roup is a self-selected and self-funded group
of eight cities that share a common set of circunt&siand ambitions.

— They are big wealth producers at the centre of lawgarbations — the city regions.
— The region relies on their performance and theitass
— They have experienced real economic turnaround, duastibehind international competitors.

The Core Cities’ shared agenda is to create accalesatgomic growth and to distribute it, so increasing
cohesion and benefits for local people.

These eight cities produce the lion's share of thgional economies, up to — and in some cases more
than — 50% of the entire regional wealth. Together wiithir city regions, they produce 25.5% of
England's economy — that's more than London. So it'gusb that they are important to the national
economy; Britain does not have a viable economyawittthem.

The Core Cities Group currently includes Birmingham, #Btjd eeds, Liverpool, Manchester, Newcastle
Nottingham and Sheffield. We need to expand this concegvier the whole country. And our Core City,
Regions need to be given far greater autonomy. Michairison’'s seminal State of the English citie
report (ODPM 2006) showed that, out of the top performingscin the EU, excluding London, England
only had two in the top 50, whereas France had fivly, dta and Germany 15.

")
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The report made two important points. Firstly, the nsosicessful places have more devolution and local
control, particularly over finances, than we enjoyEngland. Secondly, they are able to operate in a
sophisticated way across administrative boundariesmithictional economic areas — city regions. Thus
we need to identify our core cities and their dependagibme, then create the necessary framework in
which the region becomes a unified investment and dewedot area — and we need to do this by moving
and merging existing administrations not creating new .olmeleed we should be looking for savings
resulting from the mergers.

High density and infrastructure levels mean that cides in fact very sustainable places to live,
something we forget all too often. Cities provide solusi to issues of the economy, sustainability,
diversity and lifestyle choice. However it is equaligportant to include the surrounding, dependen
region.

—

If the Core City regions are to function efficienttyis important to develop a web of effective public
transport linking dependent towns and villages to the cerdre. And it is here particularly that the
relative autonomy of the region can get things movingrréht funding streams, financing options
bidding and approval processes are too complex and time comgsuNpttingham has developed one
tramline, and agreed a second, in the time it has titk&erman twin - Karlsruhe - to build 14 lines.

Having identified our Core City Regions and establishegidR@l Development banks, we would be fully
equipped to identify and invest in infrastructure and indudaiing full advantage of our lull in

consumer demand to maintain employment while preparing foiore productive future. Our Core City
Regions would play the key role in minimizing damage toettomy and leading us out the other side.
And there is an enormous potential waiting to be unlocked.

The Core Cities Group recently published a report witbelaterhouseCoopergnlocking City Growth
In it they look at a model based on tax increment foiregn— Accelerated Development Zones — and pair
them with Regional Infrastructure Funds. The proposab ibdrrow against future income to provide
major infrastructure, for example from an uplift in buskeates, retaining this temporarily to pay bac
borrowing.
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Applying the model to four live case studies from theesitithe report demonstrates that by using this
approach, increases of between 50% and 80% can be achielvedsing, jobs and economic output. It
also allows cities and their regions to share in gnewth dividend, to get a return on their own
investments, something that may become increasingbpitant in a different economic future. Note the
significant factor here is that we are looking at sta@ents, not deficit-increasing grants.

The potential benefits for many kinds of infrastructume|uding transport, are considerable. At this time
of recession and mounting unemployment, the abilityutadfthese kinds of schemes takes on a new
significance. The combination of largely autonomouseCBity Regions established across the country
each with its own Regional Development Bank empoweradae loans for industrial and infrastructura
needs can provide the means with which we can fight-canquer unemployment and recession.

(3%

3. Investment: (a) Transport

The Core Cities, their Dependent Regions, and the Raigiaevelopment Banks would form “hot spots”
covering the whole country, autonomous, able to adtiwian overall national framework yet otherwise
independently, aggressively pursuing one central objedtieemaximization of each region’s potential,
its industrial base, its employment, its natural resssurd@his requires as a major prerequisite that the
region should be able to act as a cohesive unit, whi¢hrn points to a high level of inter-connectivity
between the centre and the dependent towns, villageeatmnal facilities, countryside and homes.
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We should be looking to increase the cost and speed okctvity while reducing our reliance on cars
with their attendant pollution. This could support the bevaurban development agenda, through provision
of high quality integrated alternatives — buses, trandingyand walking — and more planning of houses,
shops, schools and employment sites near one anatheitio good connectivity. It is vital that ne
housing, commercial and recreational developments bagdaim conjunction with new or existing public
transport routing, for the two are totally interdependent

The current economic and environmental context shoufd teeto build patronage for existing transpor
services and support the case for significant new pulalitsport investment. Transport is only one lever
of economic growth, but it is a vital underpinning fact®o allow transport models to fulfill their
economic, social and environmental potential requireatgr local control over the setting of investment
priorities — for transport and other infrastructure — amel ability to access further financing. It als
means increasing coordination across the city-regieasa through Integrated Transport Authorities and
Multi Area Agreements as a beginning, and other mecheng®ing further into the future. Here again,
strong sense of regional identity coupled with administtabhutonomy facilitates the development o
these goals.

With shared transportation playing a larger role, toealescan be humanized and centres pedestrianized
with improved amenities. Central urban planning shoul@sstrcompactness, the concentration of
development at the core and the exploitation of unuse@steviand within that area. Commercial centres
can be reinvigorated through environmental enhancenpedestrianization, and full integration with
public transport facilities.

At Stevenage and Peterborough, for example, footbridgdsdieactly from the station into the shopping
centre, and many shoppers and office workers come tnaby. Not bad; better however if the station
itself formed an integral part of the shopping centrenkladge has a buoyant economy that attracts
commuters and shoppers from miles around. But the Cambragey station is a mile out of town,
remote from the shops, so most people come in byGanbridge should have left the historic centre to
the University and the tourists, and concentrated shdpoffice development around the railway station.
Lessons need to be learned.
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Our overall transport strategy needs three elemend, Binational high-speed and/or fast rail grid link
the major city centres. Within cities, rental bilesd small electric cars should be available at stsition
Second, each city then becomes responsible for msregional transport network, connecting the centre
with surrounding communities and interlinking with the oaél services. Using the facilities of the
Regional Development Banks cities should plan and execatedivn transport network without time-
wasting recourse to Westminster. Third, residentiareaional and commercial facilities and
developments must be inter-linked with transport.

Britain is fortunate financially and environmentaily having many disused rights-of-way which can b
returned relatively cheaply to public transport servithese can be revitalized as light rail lines
connecting towns and villages with city centres. Ilafa and Germany, the concept of reviving disuse
rail-lines, and converting existing heavy-rail but &ttised rural lines to tramways or "tram-trains” is
already underway.

D
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It is important that new public transport installatiossould be highly cost-effective, minimally
disruptive, and environmentally friendly. Most of theadable transport offerings today consist of over-
weight, over-designed heavy vehicles, expensive to buyd&ndptive to install. One British company,
Parry People Movers, has addressed this problem wiingerof highly suitable vehicles and installatior
systems.

In the recessionary years of 1929-31, the then privataiyed American tram companies suffered a majc
decline in patronage. Their presidents held a conferenseek a solution, and they created a committee

=
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to develop a new generation of luxury tramcars which wattichct new patronage, and being a standard
model used by all participating companies, would dramaticatiyice production costs. The design they
came up with hit the spot, and the “PCC cars” becansasmessful they were copied the world over.

We need to look at light vehicles, requiring minimum degthoad foundations (thus eliminating the
costly risk of disrupting underground power and water linegftety or bio-fuelled engines for use in
centres thus avoiding costly and unsightly overhead lamek their supports, giving simple, quick and
cost-effective installation with minimal environntahand commercial disruption. We need one standard
design, yet with modularity to permit adaptation to indivicdegional needs, which can be part-produced,
assembled and maintained in each city region.

Apart from the importance of linking centres with the@eledent regional towns and villages, regional
transport should also link up with our many country footpatrarks, rural leisure facilities, lakes, and
scenic spots to provide a pleasant day's outing — as iadplbe found in Switzerland. Public transport
can help to alleviate holiday pressure on popular cosigés. Narrow Cornish fishing villages should be
served by small, low-floor buses connecting with thgianal system or serving discreet car parks on the
village outskirts.

The predominating issue however, is that future planning beupublic transport oriented.

Public transport must be coordinated with the commerogsidential and leisure facilities which it is
expected to serve. And the regional system must be plaasedn integrated whole, its different
components, tram, bus, local minibus services coorelihand scheduled with one another to provide
immediate no-wait, no-step interconnectivity. Thigunn requires the highest standards of maintenance,
reliability and time-keeping. Well, the Swiss can do it...!

A reliable, cost-effective, inter-connecting publiartsport system can serve as a catalyst to encourdge an
develop local initiatives for urban enhancement and Idpreent, as well as generating employment in
work which will enhance our competitiveness, convecgeand regional functionality for the future — as
well as making a substantial contribution to clearaanl a more peaceful environment.

3. Investment: (b) Housing

A major element in our economic and financial demit@@98-9 has been the phenomenal rise and
catastrophic fall in house prices. Banks and mortgage tarétend ways to make unaffordable mortgage
(supposedly) affordable, young first-time buyers were lured the market, demand increased, value
went up, speculators jumped in buying second and third “inesdtnproperties, and so the balloon went
up, in more ways than one.
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The facts are: first, a decent home in decent surrogaedsone of the foundations of a civilized society,
and second, we need a core of affordable, at-costlreatd-to-own or leasehold accommodation which
will serve first-time buyers, and can act as an “antha realistic cost foundation which can effectjvel
prevent free market housing from becoming to full ofdint

Regional Development Banks should provide low-cost fimemdor new housing, but only on specific
conditions. First, local authorities should acquire lahduarent prices; when owners of land currently
valued at agricultural rates sell at a huge, planning-gexterabfit to developers, the houses they build
are already on the way to becoming unaffordable. Sedorathce should be readily available for housing
cooperatives or autonomous enterprises building at-cestifgp Third, free market developments must
contain a proportion of affordable units. Availabildfat-cost housing would make it possible once again
for young families to afford that most basic of aleds: a decent home in pleasant surroundings.
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And apart from the boost to employment, new homes laakeock-on effect as new homebuyers need
furniture and fittings.

All new housing must be integrated with developing publindpart, and there are many ways in which
this can happen.

Despite its overall high population density, rural Brit&roften sparsely populated, making life difficult
for existing residents in small villages or isolatedaareNew housing could take form of small new
residential developments in sympathetic style around cpwstations, thus strengthening the viability
both of the village and of the public transport whictves it.

Country stations can be developed as social centrakdosurrounding area, offering perhaps a villag
shop and post office, a pub or café, a clinic, small inpultpose hall, a kindergarten, and a few budget
hotel rooms for walkers and tourists. In these sim@gswrural life can be strengthened, better linked
with local city or town centre, tourism can be depelt» and employment opportunities created.
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3. Investment: (c) Community

A central objective of good governance must be to enassifar as possible a civilized life for all. And a
key foundation element of a civilized life must surelglimle a quality, affordable home in pleasant
surroundings within convenient reach of recreational dppdies and commercial facilities. A degree of
stabilization in the housing market is essentialig #Him is to be fulfilled.

But rising land values and rental costs in urban cemasalso have a negative impact on a civilized
environment. Rising land prices are economically resivesa fact which classical economists decline to
recognize. Prosperity is created by productivity, byeasing value without increasing cost. Rising land
prices do just the opposite: they increase the costnof Without increasing its inherent value. And this
has a similarly inflationary effect on the servieesng land, which become more expensive not because
they are offering increased value but simply becauses ramt going up. "Value" in the sense of what
buyers get for their money, decreases as land price=age This is particularly evident in major cities.

There is little or nothing in the way of goods and &y which is not affected by the price of land; gsin
real estate prices in towns and cities affect evargtifrom offices to retail shops, cafés, and places of
entertainment. The escalation of land prices is an@gntributor to the high cost of urban living. It can
also cause a deterioration in urban quality of life; yn@inEurope's old established city cafés which have
for centuries been centres for meeting and socialianegnow being forced to close as a direct result of
escalating rents. Likewise the demise of urban cemrése USA came about when steadily increasing
rents finally reached the point where businesses caulbmger afford them and moved out instead t
cheaper green field sites thus creating new suburbs.
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If the city or town centre is to retain or regaindaskevelop its function as a gathering place, it will b
necessary to ensure that newly developed areas inetityes, particularly areas reclaimed from public o
industrial use, should be subject to price stability s tents are economic for those low-profit uses suc
as public markets and cafés which provide vitality andyengnt for users.
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This could be accomplished by vesting tenure in the hahddocally administered Urban Trust, which
would ensure maintenance and management. Regional Dewslb@anks can provide finance to equip
public markets, the kind which exist in almost every Ehetown and provide facilities for the exchange
of local produce, so creating opportunities for agricultaral cottage industry employment.

RDBs could also be called upon to finance micro-indusiniegllages, small loans to open a tea-room, to
provide baking facilities in the village hall, or set upmall market garden. The RDBs should be able to
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focus on any and all opportunities, large and small, twigeoinvestment which will create local
employment. Individual homes could benefit too from lotmastall double-glazing or roof insulation,
work which itself provides further employment. Such loavaild be repayable from savings derived
through lower energy bills.

3. Investment: (d) Industry

Industry... manufacturing... actually making things... in Britain?eBuwe gave up that nonsense years
ago, preferring the easier life of a service econdBut. the experiences of 2008-9 have demonstrated
clearly that we cannot survive on the proceeds of lgamkbling and escalating real estate prices.

Paradoxically, today's challenging economic conditionsvigeoa unique opportunity for Britain. A
fundamental examination of how this nation earnsivisd is long overdue. The credit crunch could
provide the impetus we need to ask: how can manufacturimpdmiraged to create wealth as part of ja
competitive, high-value British economy?

Manufacturing's problems began with the misguided notionBHtain should become a “post-industrial”
economy: that we would focus on services and the oreafiideas, with other nations taking on the les
attractive task of making the finished product. The respisak for themselves. Manufacturing now
generates just 13% of GDP, compared with 32% in 1970.
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The credit crisis has exposed the risks of an unbalaremetmy. Our objective as a country must be to
define the policy and financial mechanisms required to@age an expansion of manufacturing as part
of a more balanced economy. We have to be ruthlésslgst about both the scale of the competition we
face and the focused action which other countrieslegady taking to promote manufacturing.

The first priority should be to stop treating manufactyras a relic of the industrial revolution. High-
value-added manufacturing brings huge benefits. It penetretesconomy of the entire country, not jus
London and the south-east. It pays well but avoids besiilgelistortions of income. It drives and enables
a broad range of skills and stimulates the growth ofcesvin short, it creates wealth.

The benefits are seen clearly in Derby, where arduin@00 people are employed by Rolls-Royce and|a
further 15,000 in its supply chain. Nearly 12% of the cityskforce is involved in high technology, the
highest figure in the country, and the number of skilleglegees is 2.4 times the national average.
Derby's contribution to the British economy, measumgdross value added, is growing faster than that of
any other city.

Manufacturing generates over three-quarters of R&D inwest made by British businesses. This creates
a strong technology base which opens new optionsIftruainesses. It is a fact that almost all developed
and emerging economies have well articulated plans tareapnd promote this sort of manufacturing
Britain risks being the only country out of step. We che®m economic route map for attracting and
retaining high-value-added investment, identifying Brisacompetitive advantages with ruthless honesty
and prioritizing both public and private investment accuyhji.

This is not about protectionism or “picking winners”idtsimply an acknowledgment that most nations
with these goals have a clear strategy for achievimgmi with that clarity being part of their
competitiveness. The imminent hosting of an Olympien@&s can always be relied upon to galvanize a
city, even a nation, into action, formulating an @estrategy then single-mindedly pursuing it with all
necessary resources. Witness Peking 2008, with London tympesaparing for 2012 in part-collaboration
with Vancouver (2010). This is precisely the sort of caiipe assessment and focused investment that
we must bring to our economic decisions. And it willd@nstrong signal to young people in education if
we bring clarity, focus and the necessary resourcaddressing our economic competitiveness.
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Britain still retains a strong industrial capabilitydascience base. By setting the right priorities we ca
begin to develop a more broadly based economy, withegreadilience and stronger exports. We will se
a high-value-added manufacturing sector with deep product knowkstgding growing services, and
renewed demand for science-based subjects in schoolsarmulsities. It is entirely feasible that this new
direction can be set in 2009 and that today's economiculifés can create the right conditions tg
catalyze this fundamental shift in attitude and policy.

Once again, we return to a strong sense of regional aridédentity to energize this objective, and to the

region’s Development Bank to provide the means.

Summary

A nation’s banking system is a vitalthe mostvital part of its infrastructure. Yet we dispose of age
more efficiently. Let the “financial sector” of spdative investment funds, voluntarily subscribed by
individual and institutional investors, do their own tpirand sink or swim accordingly. But for serious
banking, both day-to-day needs and the more importantdonghvestment needs of trade and industry
large and small, we need proper, serious banking servinguppbrting its clients through a longterm
commitment. This is best done on a regional basisi-&atonomous regions each based around a cc
city, each with its own development bank, can maxintimir own resources and functionality, each
making its own individual contribution to a productive andspesing nation. Whether it will be done or
not is anybody’'s guess. But it can be done, of thah&e be no doubt.

Michael Sartorius 2009
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References and Links

Section on industry is based on “Made in Britain”, aticke by John Rose, Chief Executive, Rolls-Royce
Aerospace published in The Economist 2008 Yearly Summary.

Material for core-city-region sections drawn in pamdni CONNECTING FOR GROWTH IN CORE
CITIES, a speech by Chris Murray, Director of Englar@se Cities Group, before the Light Rail Rapid
Transit Forum Conference, Autumn 2008 explaining the issw#sgfanajor centres and how efficient
transport is essential to success.

http://www.lrta.org/
Light Rail Transit Association — latest information public transit developments from around the world

http://www.parrypeoplemovers.com/
British firm focused on modular light rail vehicles

http://www.prosperityeconomics.org/DLB10Economics.pdf

The Economics of Prosperity.

Our present economic/financial system doesn’t woris. dipen to, and frequently subjected to extreme
abuse, and it fails to deliver the prosperity of whids capable. We need to fix it.

http://www.mcc.es/ing/index.asp
Information on the Mondragon cooperative banking and imdlsomplex in Basque Spain
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