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SOUTH EAST ENGLAND DEVELOPMENT AGENCY

BOARD MEETING ON 29 SEPTEMBER 2005
ITEM 4
REGIONAL FUNDING ALLOCATIONS AND LOCAL AREA AGREEMENTS

Recommendation

The Board is invited to AGREE the process suggested for producing advice to Government on Regional funding allocations set out in paragraph 8 and to NOTE the conclusions about Local Area Agreements set out in paragraph 13.
Background

1. Previous updates provided to Board members by the Regional Director of the Government Office of the South East have highlighted the emergence of Regional Funding Allocations and Local Area Agreements.  This paper provides an update on these developments and highlights issues of particular relevance for SEEDA.
Regional Funding Allocations
2. As part of its March 2004 Pre-Budget Review, the Government published ‘Devolved Decision Making: a Consultation on Regional Funding Allocations’.  This set out proposals to establish clear assumptions about future funding for regional economic development, transport and housing with the following features:

a. The establishment of a mechanism that gave regions a stronger base on which to input to Government policy development and public spending decisions that affect regions;
b. Planning assumptions for regional funding allocations that for the first time extended beyond the horizon of the current spending review;
c. A requirement for regions to align regional strategies for economic development, transport and housing and produce a shared set of priorities.
3. The Government’s response to this consultation was published in July 2005 in the form of guidance for preparing advice about Regional Funding Allocations.  This includes a regional breakdown of spending in economic development, transport and housing covering the current Spending Review period (to 2007-08), together with planning assumptions extending to 2015-16.  It should be noted that the scope of these allocations is limited.  In each case, the allocations represent a small proportion of the total amount of public spending within the region (for example economic development is represented only by Single Pot Allocations to Regional Development Agencies and does not include local authority expenditure).  In addition, planning assumptions beyond 2007-08 simply applies an inflation assumption of 2% per annum to known allocations for 2007-08.  A summary of allocations for the South East is shown overleaf (all figures in £ million). Although the figures appear to rise they are therefore static in real terms at 2007-08 levels ahead of the 2007 Spending Review. However, we are invited to consider 10% increases and decreases.
	Year
	Economic

Development 
	Transport 
	Housing 


	Total

	Funding Allocations

	2005-06
	157
	135
	367
	659

	2006-07
	163
	138
	384
	685

	2007-08
	167
	141
	421
	729

	Planning Assumptions

	2008-09
	170
	144
	429
	744

	2009-10
	174
	147
	438
	758

	2010-11
	177
	150
	447
	774

	2011-12
	181
	154
	456
	790

	2012-13
	184
	157
	465
	806

	2013-14
	188
	160
	474
	822

	2014-15
	192
	164
	484
	839

	2015-16
	196
	167
	493
	856


4. An analysis of regional allocations reveals as we would expect that:
a. The South East receives the lowest economic development funding per capita of any English region;

b. Total per capita allocations for the South East are well below the national average;
c. The transport allocation for the South East is broadly in line with other regions, reflecting the population-based formula used to apportion these funds; it covers only road expenditure, and excludes Highways Agency schemes of national importance; other special funding streams such as the TIF and CIF are also excluded;  
d. The housing allocation is the Regional Housing Pot for the South East, which is higher than in other English regions, although this disregards pathfinder funding that is available to northern regions.
5. Using these allocations, regional bodies have been asked to provide advice to Central Government as follows:
a. An outline of priorities for each strand, aligned to available resources

b. An account of how priorities in each strand align with each other 

c. In the case of economic development a demonstration of how other investment in economic development can be aligned with / leveraged by RDA funding; this can include LSC expenditure as well;
d. Advice regarding changes to the balance of spending between these areas (for example moving funding from housing to economic development)

e. Advice on scope for deferring spending from earlier years to later years

f. Summary views of how recommendations would change given an increase or decrease in funding of 10% per annum.

6. In the South East, the Government Office will facilitate the overall process, and responsibility for each element of the advice has been allocated to the three regional bodies:
· Economic Development – SEEDA via the SEEDA Board

· Transport – Regional Assembly via the Regional Transport Board

· Housing – Government Office via the Regional Housing Board

7. Draft proposals are to be prepared by 4 November, following which a period of consultation with key regional stakeholders will culminate in the completion of final advice, for submission to Government at the end of January.  In order to take this forward, an initial work programme has been agreed between the three regional organisations, and proposals for consultation with regional stakeholders are currently being prepared (for example SEEDA’s Annual Public Meeting on 8 December provides an obvious opportunity for consultation).

8. Initial proposals for advice relating to economic development will be brought for consideration at the October Board meeting, with draft final advice to be considered at the January Board meeting.  Board members will of course also wish to comment on the other elements of advice, and it should be noted that the Executive Committee of the Regional Assembly will similarly review the guidance.  For SEEDA, the obvious opportunity is to align advice with the emerging proposals for the revised Regional Economic Strategy, and the Housing & Transport Board recommendations will come back with the RES consultation document also being brought for consideration and endorsement by the Board in October.

Local Area Agreements
9 Local Area Agreements share some common roots with Regional Funding Allocations in stemming from the Devolving Decision Making review (part of the 2004 Spending Review). They also draw on the Government’s 10 year strategy to build a new relationship between central and local government.  Originally announced in July 2004, the key purpose of Local Area Agreements is to build a more flexible and responsive relationship between central government and a locality around local priorities.  This includes
a. Establishing a clear framework and a shared understanding of local and national priorities;

b. Bringing together separate programmes to allow more flexible use of resources in order to improve performance;

c. Reducing bureaucracy  by rationalising non-mainstream funding programmes;

d. Encouraging partners to join up at a local level and enhancing the community leadership role of local authorities.

10 Brighton & Hove City Council and Kent County Council were among the initial wave of LAA pilots launched in April of this year, and focused on the three functional blocks of children and young people; safer and stronger communities; and healthy communities and older people.  Both established Public Service Boards to bring key partners together and agree priorities, and SEEDA has been actively represented on both structures from an early stage.
11 Following the early experiences of these pilots, the roll-out of Local Area Agreements has been accelerated so that all County and Unitary Authorities will have agreements in place by April 2007.  In the South East, all remaining County Councils together with the Unitary Authorities of Isle of Wight, West Berkshire and Wokingham are currently working up agreements for introduction in April 2006.  Henceforward, all LAAs will include economic development as a fourth functional block (although slightly different funding arrangements are being trialled in Hampshire, the scope of its LAA is similar to all others).  Overall responsibility for overseeing LAAs in the South East rests with the Government Office, and SEEDA has been invited to play a leadership and coordination role in respect of the economic development block.
12 SEEDA’s work with individual LAAs is being taken forward by Area Directors, who are currently supporting the development of initial proposals due to be submitted by the end of September.  Alongside this, SEEDA’s Strategy Team is currently developing proposals for reviewing, and advising on the further development of, proposals relating to the economic development block.

Conclusions 
13 Taken together with the review of the Regional Economic Strategy, the advent of Regional Funding Allocations and Local Area Agreements represents a major opportunity to improve alignment between regional economic priorities and relevant local and national priorities.  Ultimately, the prize for SEEDA is to secure improved performance of the regional economy through these mechanisms.  However, there remain a number of challenges:
a. The funding ‘envelope’ presented by Regional Funding Allocations may be insufficient to meet the aspirations of the Regional Economic Strategy.  If so, identifying new opportunities for funding leverage and alternative funding models will become particularly important, as will clear frameworks for making choices between competing priorities;
b. Local Area Agreements pose particular issues for Area Investment Frameworks and other area-based programmes.  At one level, it would be reasonable to expect a close linkage between priorities identified in AIFs and those emerging in the economic block of LAAs.  At the same time, SEEDA will need to consider ways of simplifying and aligning AIF structures to connect with LAA structures;
c. Economic Partnerships have the potential to play an important role in informing the economic development priorities of LAAs.  They will need to demonstrate credibility in bringing a business perspective to sometimes-complex issues of aligning public funding.
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