South Leicestershire Conservative Association

Conservative Policy Forum
Held on Tuesday 12th July 2011 at Broughton Astley Conservative Club 7.00pm

Present: Chair: Mr L Phillimore, Cllr K Coles, Mr M Potter, M P Clarke, Mr J Poland

All Guests were welcomed by the Chair, including new Conservative Future member Phil Clarke.

Apologies: Mr R Tomlin, Mr D Freer, Mr D Eastwood, Ms M Wright, Mr T Greenwood, Mr N Stacey, Mr T Taylor, Mr A Tanner, Mrs L Stacey.

Matters arising
1/Appointment of Conservative policy forum secretary and minute taker:

The Chair appointed Michael Potter as the secretary and minute taker for the South Leicestershire Conservative Policy forum.
Approve Minutes of previous meeting 
4/The Minutes from the previous meeting were approved and seconded.

Approve SLCA adopted policies and procedures

5/The SLCA adopted policies and procedures were approved and then seconded.

Review member’s notes of interest

There was a short discussion regarding the duration of Policy forum meetings, with a growing consensus that they should last longer than the set two hours.

Discussion document- 05/2011- Credit after the credit crunch

Question1- What are the lessons for Government from the Credit crunch? Do you think these will remain relevant in the period 2015- 2020?

All members felt that the main lesson that needed to be learned was over regulation. Cllr Koles suggested that there needs to be better and safer regulation and better scrutinisation. The Chairman suggests that one of the problems is that speculators take reward, and risks are taken with others people’s money.  

Other suggestions were that the financial sector should have its own structural support system, and that bonuses for bankers should be set over the long term, as many of those within the industry who abused their power have got away “scot free”.

Cllr Koles also suggested that Civil servants and Ministers need to work together keeping the “money belts” tighter.

Lessons- taken from the South Leicestershire CPF submission to Central office.

	1) De-regulation led to excessive risk and fostered short-termism and self interest in the financial services sector 

2) Self interest and self reward led to financial traders taking excessive risk with investor’s money without the institutions ensuring that they were not over-exposed. 

3) Self interest and self reward in a largely self-managing sector allowed traders to compromise financial security with little fear of accountability; reprisal or penalty 

4) To all intents and purposes the FSA was completely ineffective. 

5) No financial institution should be legislative permitted to permit its investment exposure to exceed its reserves 

6) A regulated UK financial services cannot control a global financial services industry that will create its own vehicles to create ever greater self reward and self interest; but even in a free market economy there has to be legislation and control to avoid a repeat of the current situation or 1929 stock market crash – both caused by over-exposure and over-zealous lending without sufficient reserves. 

7) There may be an argument for UK based financial institutions in a global market to invest in a Government controlled deposit system to remove any future burden from the tax payer – UK based investment exposure should then never exceed the level of reserves held in bank funded Government deposits.

	8) Normal business gearing rationale does not seem to apply to financial institutions and that needs to be addressed. 
9) The investments and exposure of a financial institution should never again exceed its retained deposits 
10) Trader short-termism rewarded traders with huge bonuses and encouraged even greater risk taking in anticipation of even greater reward 
11) The bodies charged with controlling and managing the financial services sector failed in their duties partly because of a complete lack of understanding of the new; modern financial services dynamics 
12) An increase in regulation and especially scrutiny is required to ensure that financial institutions do not take excessive risks 
13) Trader and executive bonus payments must be based upon longer term performance (1 year + 3 year) and the move away from short-termism must be enforced through legislation and scrutiny and will ensure a more stable financial services sector and stock market. 
Yes – relevance will remain in 2015 & 2020 & beyond 
Question 2- Do mutual’s, such as credit unions and building societies, have a different role to play than those of banks? If so, how would you describe that role and how can these be encouraged in 2015? If not, please explain. 

Norman suggested that there should be a more autocratic role, and should be defined so there is more value for money. 

Cllr Koles and James felt that building societies should go back to their original roles which was to help people build homes, where as banks are there to invest.

The Chairman regarding mutual’s felt that they should take a far less sceptical approach, and therefore a three tier banking system should be created. This based on lending- Helping building societies- Investment.

From the CPF submission
Answers-  

Investment and savings institutions should be re-regulated as follows: - 

1) High street banks should concentrate on personal banking 

2) Business banking should be separated out and become a distinct and specialist service to business. 

3) Investment banks should be entirely self-funding and entirely divorced from personal and business banking – investment banks should only invest their direct investments and profits in listed institutions and markets.

Question 3- 

Imagine you are in 2015, taking into account the expected recovery of the economy and the banks back to lending properly. What would you like the priorities for making available credit and loans to be? 

o home mortgages 

o business loans 

o business loans to small and medium sized businesses 

o personal loans (for example, for holidays or for students) 

o car leases 

o credit card facilities and short term overdrafts 

o none of the above, it is up to the banks to decide for themselves 

o other (please specify) 

Norman felt that home mortgages business loans were of the upmost importance.

Cllr Koles Home mortgages and Business loans to small and medium sized businesses.

The Chairman as well as suggesting home mortgages and business loans to SME’s stressed the importance of car loans.

Michael felt that as well as agreeing with the points made concluded that short term loans were important to provide a small degree of breathing space for people under the right circumstances.

1/ SME’s + business loans most important.

2/ Home mortgages.

3/ Short term loans.

Question 4- Do you anticipate a shift in culture and attitude by 2015 towards lower levels of personal indebtedness? Should there be a national programme to tackle 'over-indebtedness' like that for obesity, drinking or smoking? 

James and Phil believe that there will be a change towards lower levels of indebtedness. Cllr Koles believes that there will not be a change in indebtedness as does Michael. The Chairman felt that there will be a generational gap when it comes to personal indebtedness with it shrinking for the older generation and growing for those of a younger age. 

No national programme unless there is legislation to sustain and enforce it – John Major always supported the concept of legislatively limiting personal debt – so do we! 

Question 5- Comparing finance to energy security and food sustainability, from 2015 should there be a „money security‟ policy for the nation? 

YES. But this question needed to expand on the concept and context of “money security” 
Question 6- Given the measures outlined above to help small businesses during this parliament, what could the government do after 2015 to help smaller businesses in your area to grow and attract investment?

(Taken from the South Leicestershire CPF submission form to Conservative headquarters.)

There needs to be an holistic and coherent strategy that starts in the education programme: - 
1) Small business investment programme 

2) Instigate a programme of vocational up-skilling – a return to sponsored apprenticeships – these should be state sponsored by diverting JSA etc into state sponsored apprenticeships 

3) Most universities have specialist subjects – a national programme of creating innovation; enterprise and knowledge zones specialising in the local university specialist areas will provide a pathway for students to migrate immediately into work and remain within the local community with the local community benefitting from inward investment; knowledge retention and wealth creation. 

4) High levels of local expertise will attract further inward investments 

5) Tax breaks for innovation and enterprise zones 

6) Business experienced “Area Career Guides” operating within and across the boundaries of formal education; vocational and academic training. 

7) Make use of local business experts – state sponsored “business angels” 

8) PROMOTION, PROMOTION, PROMOTION, PROMOTION – Promote our businesses! 

Question 7- A young person at secondary school now might be considering entering the financial services industry after 2015. What do you think can be done to encourage our able young people to enter into banking and other financial services professions? Should we be teaching better financial education to young people in the future? 

The first point that was raised was the question of whether or not it could actually be taught in schools, as there could be questions over the quality.

There also needs to be an understanding of why people choose to go into the financial services industry. 

Cllr Koles suggested that it needs to be looked at from two different angles; that of those who are able or not able.

Michael suggested that there should be sponsored internships between businesses and pupils who have an interest in the industry.

Answers- Introduce elements of the Financial Services as a curriculum subject that is distinct from “economics” – Financial Services are real activities with real money – Economics is more of the theory of monetary behaviour and movement.
Educational “Streaming” would have to be accepted as a positive and effective policy that ensures the financial services are only fed with talented newcomers – in reality streaming takes place at all levels of education and employment – it is just not politically correct to adopt an official policy of streaming. 

Question 8- What do you think will be the main credit-related challenges facing the country in 2015? 

(Taken from the South Leicestershire CPF submission form to Conservative headquarters.)

1) Negative impact of the Euro. 

3) Continued lack of business loans or credit and low demand for new business loans 

4) Financial drain from continued and uncontrollable immigration and diversion of Stirling through benefits and wages from the UK to countries of origin reducing domestic inward investment. 

5) Financial and domestic housing drain from continued low lending and uncontrollable immigration with demands on domestic housing stock 




