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SOUTH EAST ENGLAND DEVELOPMENT AGENCY

BOARD MEETING ON 21 SEPTEMBER 2006
ITEM 5
PUBLIC SECTOR REORGANISATON: RUMMAGE
	Recommendation

	The Board is invited to NOTE the paper and discuss its implications for implementing the Regional Economic Strategy.

	Background

	1.
	The Board have previously requested information on the reorganisation of public services and the impact that this may have on SEEDA

	2.
	This paper will review the changes being made to: Government Offices; Local Government/Cities; Health Service; Rural Delivery; Fire & Rescue Service; and Police Forces as the basis for a ‘rummage’ at the Board meeting.

	Introduction

	3.
	The last few years have seen a general trend towards devolution of the delivery of public services.  A number of key public sector functions are being reorganised with greater control and responsibility being given to regional, local public agencies and bodies.  Though there are a number of drivers for this move the primary motivations seem to be cost reduction and greater efficiency combined with a greater desire to be responsive to local needs and concerns.  Below sets out some of the main reorganisations that are underway and the possible implications and opportunities of this reorganisation for SEEDA.

	Public Sector Reorganisation

	Government Office Review

	4.
	In March 2006 the ODPM (now DCLG) and HM Treasury published a review of the Government Offices.  Whilst the review found that GOs could be streamlined, it confirmed the important role that GOs will have in the future in supporting local and regional delivery and promoting flexibility within the devolved decision-making framework.  It also set out a clear mandate for GOs future work with Departments and central Government collectively and provides significant opportunities for efficiency, rationalisation and cutting out costly duplication and recommends reducing overall staff in the GO network by at least 33 percent, by the end of 2008.

	5.
	Within the devolved decision-making framework RDAs, Regional Assemblies and local authorities all play important roles in both setting out regional strategies and delivering against them.  The added value that GOs bring to this comes from being able to combine:

· a sharper focus on place-based working structured around specific local areas, reflecting the transformation in GO activity from administration of national and European grants to a more strategic relationship with local areas around overall performance. An example of this is the focus on Local Area Agreements (LAAs).

· translating departmental policies into operational delivery and reporting on performance and regional delivery of Public Service Agreements (PSAs).

· supporting and challenging the development of regional strategies to ensure consistency between the different regional strategies, Government policy, future funding and available evidence.

· a more strategic engagement with central government, with each GO taking the lead for a specific policy through the Regional Director working with the relevant Department’s senior management on policy implementation and strategic policy advice.   

	6.
	Plans were put in place in June 2006 for the change programme, with changes delivered in the financial year 2006-07 and further significant changes in each of the two following years.

	
	Impact on SEEDA

	7.
	ERDF programme management, which has sat with GOs, will be transferred to RDAs by February 2007.   In the South East the programme could be worth £2 million per year, which will have to be matched by public funds, with SEEDA being the main contributor. Details of the programme operation are still being negotiated between RDAs and Government through the RDA Structural Funds Board and RDA Transfer Board.

	Local Government and Cities

	
	Lyons Review

	8.
	In July 2004 the Deputy Prime Minister and the Chancellor of the Exchequer commissioned Sir Michael Lyons to undertake an independent inquiry to consider the case for changes to the present system of local government funding in England.  In September 2005 the inquiry terms of reference were extended to cover the function of local government and its future role as well as funding.

	9.
	The final report is expected to be published in early October 2006.  In May Sir Michael published an interim paper “National Prosperity, Local Choice and Civic Engagement”, which set out his latest thinking on the future role and function of local government.  This report outlines the value of greater local choice, the “place-shaping” role of local government and the need for greater confidence and capability within local government to take on this broader role.

	10.
	Sir Michael’s provisional findings showed that some of the difficult choice facing the country were best made at a local level; that flexibility may be more important than new powers (in both function and funding); there was little appreciation of the case for local taxation and that Central government needs to improve the incentives for local government.  His report also indicated that Council’s must demonstrate that they are ready to build local trust and accountability; act as champions for efficiency; engage communities about hard choices and use new flexibilities.    

	11.
	This has been reflected in the Secretary of State for Communities and Local Government speech to the Local Government Association Conference in July 2006.  The Minister explained that the Government want to ensure that power and accountability are devolved to the right level, so that citizens benefit from responsive government.  This means that Councils must have the right powers and relationships to make sure that all local services – whether they are the responsibility of local authorities or not – work together to meet citizen’s needs.  She further indicated that Local authorities must play a major strategic and scrutiny role on both local public services and other issues in their area, highlighting in particular that Councils need to play a full role in the economic growth of their area and that cities get the power they need to address their own particular challenges and drive urban renaissance and economic prosperity all across the regions of England.

	
	Local Area Agreements

	12.
	The Government’s desire to see greater flexibility is already underway though the development of Local Area Agreements.  A LAA is a three year agreement, based on local Sustainable Community Strategies, that sets out the priorities for a local area agreed between Central Government, represented by the Government Office (GO), and a local area, represented by the local authority and other key partners through Local Strategic Partnerships (LSPs).  The primary objective of an LAA is to deliver genuinely sustainable communities through better outcomes for local people. LAAs also have the secondary objectives of: 

· improving Central and Local Government relations 

· enhancing efficiency Strengthening partnerships working 

· offering a framework within which local authorities can enhance their community leadership role

	13.
	The LAAs simplify some central funding, help join up public services more effectively and allow greater flexibility for local solutions to local circumstances. LAAs form a key part of the local:vision, Government's 10-year strategy for Local Government, which seeks a more mature relationship between central and local government.  LAAs are also driving forward the principles of the Devolved Decision-Making review in terms of the rationalisation of funding streams.  

	14.
	LAAs are structured around four blocks (or policy fields): children and young people, safer and stronger communities, healthier communities and older people, and economic development and enterprise.  LAAs will be rolled out to all top tier authorities in England by 2007.  

	15.
	One North East represents the RDAs on a newly formed Local Area Agreement Governance and Structures Project Board in Central Government.  This Board will develop the content of the Draft Sustainable Communities Strategy Guidance which will be published alongside the Local Government White Paper.

	
	City Regions

	16.
	Concurrent with the release of the 2006 Budget in March, HM Treasury, the DTI and the ODPMs Office released the report “Devolving decision making: Meeting the regional economic challenge: The Importance of cities to regional growth”.  This report highlights the importance of the inter-relations between local areas, cities and regions, while recognising the challenges cities face in combining economic growth with social cohesion – spreading the benefits of growth to poorer neighbourhood and communities. The report suggest that cities be better integrated into the wider strategic role of regional economic development and that Regional Economic Strategies enable cities and towns to take a long-term, strategic view of their economic role and impact.  This should include cities joining up in networks with surrounding areas to shape economic growth, demonstrating complementarity rather than competition between cities and regions.

	17.
	This has promoted a wider debate around the role of cities within regional economic growth.  The Institute for Public Policy Research publication, “City Leadership: giving city-regions the power to grow” argues for radical financial devolution and autonomy in order for cities to achieve their economic potential.  Accompanying this they recommend a new city-region governance structure, with directly elected mayors.  This is seen as an alternative to regional decision-making – with powers and resources diverted from the RDAs.  

	18.
	This is countered by work completed for the New Local Government Network (“Devolution and Evolution in England”), this report argues that the strategic leadership of RDAs and their culture of inclusion and decentralisation has generated a greater focus on delivering prosperity and tackling inequality both within and between regions.  

	19.
	They agree that local authorities need to strengthen their role in economic development but feel they need to strengthen co-operation across local government boundaries.  It is the RDAs that have started to make this co-operation begin to happen and to weaken the role of RDAs would be detrimental to the smaller towns and cities that have benefited from new regional policy.  Regional accountability is still an issue to be dealt with, and the report suggests that this needs to be driven by local political leadership.  

	
	Impact on SEEDA

	20.
	Local Authorities are being given more responsibility for economic development at the local level, which means individual authority’s objectives for may not support SEEDA regional economic development objectives.  

	21.
	There is a possibility of a duty to co-operate to be placed on certain public sector organisations (which potentially may include RDAs) on the production of Sustainable Community Strategies and the implementation of LAAs

	22.
	The role of Diamonds for Growth within the new RES demonstrates the increasing importance that SEEDA is attaching to the City Regions debate, with the Partnership for Urban South Hampshire (PUSH) being a good example of complementarity between cities.

	Health Service

	23.
	The NHS is part way through a significant modernisation agenda. As part of this in 2005 the Department of Health conducted two consultations (socials services and health services) which formed the basis of the White Paper, Our Health, Our Care, Our Say.  This report identified that patients wanted more convenient services and for the NHS and other agencies to work more closely together to deliver care.  

	24.
	In July 2005 the Department of Health published Commissioning a Patient-Led NHS which set out proposals to ensure that Primary Care Trusts (PCTs) commission services as effectively as possible. This includes organisational change, devolution of   more commissioning to GP practices and the development of diverse community health services models and providers.  

	25.
	The consultation on Commissioning a Patient-Led NHS ended in March 2006.  In April 2006 the Health Secretary announced the reorganisation of Strategic Health Authorities (SHA) in England, with the existing 28 Authorities being reorganised into 10 Authorities (each SHA roughly matching GO regions, apart from the South East which has two SHAs – see Annex A).  The new SHAs were established on 1 July 2006.  The Regional Public Health Group, which is part of the Department of Health, and co located in GOSE will have a much closer working relationship with the public health function in the SHAs. The Regional Directors of Public Health for the two SHAs in the South East will lead the public health teams in both organisations.  

	26.
	In May 2006, the Health Secretary announced the reorganisation of PCTs, reducing them from 303 to 152, with the new structures expected to be in place by 1 October 2006.  In the South East this means a reduction from 49 to 17 PCTs. At the same time it was announced that the 29 NHS Ambulance Trusts in England would be reduced to 12 (with separate management arrangements for the Isle of Wight). A reduction from 7½ to 3 in the South East. 

	27.
	New PCTs will be more closely aligned with Local Authority boundaries, to ensure patients benefit from more joined-up working with NHS and social services covering the same areas.  The primary focus of PCTs will be on promoting health and commissioning services that best meet the needs of their local people and deliver the very best value for taxpayers.  These powers should put more power in the hands of GPs and other front line NHS staff and give them a greater say in how services can be delivered around the needs of patients.  PCTs, family doctors, and local authorities will also work together to best plan and buy services for local communities. In the long term PCTs are expected to deliver better value for money through greater purchasing power and lower administrative costs.  

	28.
	Commissioning a Patient-Led NHS indicates that PCTs should make arrangement to secure Community Health Services from a range of providers – rather than just through direct provision by the PCT.  This may include commercial providers, social enterprises and the voluntary sector.  PCTs are expected over the next two years to review their existing providers and to make recommendations on future provision, with the possibility that some will be put out to open competition.

	
	Impact on SEEDA

	29.
	There has been an ongoing working relationship between SEEDA the Regional Public Health, SHAs, the NHS in a number of areas including: sustainability, economic development, the Growth Areas, social and economic inclusion and rural issues. This reflects the wide range of issues in which there is a common agenda and has resulted in a high profile for health within the new RES.

	30.
	Health is viewed as a key dimension of disadvantage, with the regions most disadvantaged areas demonstrating higher than average ill health and mortality.  The RES sets reducing the health inequalities across the region, through addressing barriers to employment increasing incentives to those on incapacity benefit.  Much of the action to achieve this is contained in the Transformational Action that proposes to raise the economic activity rate across the region.  

	31.
	In conjunction with this the RES also looks to work with employers to promote and developing a healthy workforce and workplace environment.  Two key actions (encouraging businesses and organisations to develop strategies which place physical and mental well-being at the heart of their drive to increase productivity; and deploying ICT to support increased flexible working in quality jobs) are designed to raise workforce productivity through health.

	32.
	In April the Chairman met with Candy Morris (Chief Executive, South East Coast Strategic Health Authority) to discuss how SEEDA and the SHA can work closer together (The Chairman held a further meeting with Ms Morris and others from the NHS on 11 September to discuss hospital provision and other health related service issues in the region).  As a result of this a further meeting between SEEDA, the SHAs and regional public health to discuss developing strategic partnerships in order to bring a greater connection between economic development, regeneration and health improvement.  A number of possible areas will be considered, including:

· working with businesses and business representative organisations to promote healthy workplace projects,

· supporting people with long-term conditions to develop the necessary skills to return to work and supporting the inclusion agenda, 

· working with social enterprises to develop their capability to work with the NHS

· developing local NHS procurement strategies to increase relationships with local businesses particularly SMEs,

· recognising the substantial part the NHS plays in the economic health of the region and supporting corporate social responsibility activities in the health sector. 

	Rural Delivery

	33.
	In November 2002 the Secretary of State for Environment, Food and Rural Affairs, invited Lord Haskins to carry out an independent review of the arrangements for delivering government rural polices in England. Lord Haskins' report, the “Rural Delivery Review”, was published in November 2003 and included 33 separate recommendations for improving delivery of rural policies.

	34.
	Using the Rural Delivery Review as a basis, Defra produced the Programme for Modernising Rural Delivery, including a review of rural funding streams, to create a vision of the new rural delivery landscape. The programme looks to improve the rural and land management delivery framework, to make it more effective, simpler, and better value for money, thus transforming the outcomes for rural communities and the natural environment.

	35.
	In a first phase of modernisation the Socio Economic programmes were transferred from the Countryside agency to RDAs.  A second phase and a major milestone of the programme is the establishment of the new integrated agency, Natural England, formed from the three founding bodies of English Nature, parts of the Countryside Agency and parts of the Rural Development Service.  The NERC Act which established Natural England received Royal Assent on 30 March 2006. Some of the Act’s provisions were commenced on 2 May 2006, which will allowed for the early establishment of a ‘skeleton’ Natural England prior to it will taking up its full range of responsibilities on 1 October. 

	36.
	The other significant change in this second phase is the devolving of decision-making about funding to the regional level, where need can be better targeted.  The new European 7 year Rural Development Programme 2007-13 will look to simplify funding arrangements and better targeting resources on the areas and people that need them most.  Priorities for this new programme under three themes: enhancing the environment and countryside; making agriculture and forestry more competitive and sustainable; and enhancing opportunity in rural areas.  The present European programme which includes the ‘Project-based Schemes’ [the Rural Enterprise Scheme, the Processing and Marketing Grant, the Vocational Training Scheme and the Energy Crops (SRC) Producer Group Scheme] will end in December 2006. 

	
	Impact on SEEDA

	37.
	The first phase of modernising rural delivery saw 5 staff transfer from the Countryside Agency to SEEDA.  We were able to strengthen the rural dimension of each of the 4 Area Teams.

	38.
	The second phase will see the transfer of 5 staff from the Defra Rural Development Service and 1 extra staff is being recruited to cope with the increase in Finance payments.

	39.
	SEEDA, as all other RDAs will become a key deliver of economic and socio economic support in the regions rural areas.

	40.
	SEEDA will be managing the small amount of funding from the new European programme for the rural areas around London on behalf of the London development Agency.

	Fire and Rescue Service

	41.
	The ODPMs 2003 review of the fire and rescue services (Our Fire and Rescue Service) identified that current management of the service is too confused and inefficient; with central government departments too involved in detail of individual fire authorities.  The report identified that local capacity to run the service effectively and to deliver change was limited, with too many small fire authorities struggling to be cost-effective.  Corporate functions, such as procurement and HR can not be efficiently delivered locally, as well, special services such as responding to terrorist threats and fire investigations were not being dealt with effectively.

	42.
	The report suggested the establishment of regional fire and rescue management board, with the remit of:

· Ensure resilience to emergencies (chemical, biological, nuclear, etc)

· Specialist services (i.e. fire investigation)

· Establish regional control rooms

· Regional based procurement

· Develop regional training strategies

	43.
	All regions now have, through their Government Offices, established Regional Resilience Forums and Regional Resilience Teams who act to bring together, in the planning stage, those organisations that will work on a local level as part of a multi-agency response to an emergency, to help set strategic direction and response and recovery and act as the key interface between central Government and local responders on resilience issues.  Separately, Regional Civil Contingencies Committees (which would include emergency services, local authorities, GOs and others as applicable) may be convened in emergencies to improve the co-ordination of the response across a given region.

	44.
	The Government are also establishing regional control centres, rationalising the 46 existing fire control centres to nine, with roll out expected between 2008 and 2009. South East Regional Control Centre will be located at Kite's Croft, Fareham, Hampshire, combining the current 9 control rooms across the region.  The Government are also establishing national communications structure (Firelink) to provide a secure national digital wide area network (being provided by O2 Airwave). This project is expected to be rolled out to all regions by 2009. 

	
	Impact on SEEDA

	45.
	The Regional Resilience Forums are set up to respond to serious disruptions that may cause major social and economic upheaval, such as Foot and Mouth Disease.  There may be a role for SEEDA

	Police Force

	46.
	The 2005 report by the HM Inspectorate of Constabulary (Closing the Gap: A Review of the ‘Fitness for Purpose’ of the Current Structure of Policing in England Wales) determined that the majority of police forces in England and Wales did not have the capability or capacity to deliver protective services such as counterterrorism activity and dealing with serious and organised crime.  In response to this report the government wrote to all police forces and authorities in September 2005 requesting that they develop proposals for reconfiguring forces. Consultation and dialogue continued in the first half of 2006 on the preferred options for change, with the first forces to propose a merger being Lancashire and Cumbria who were expected to have completed their merger by 1 April 2007.

	47.
	In June 2006 the Home Office Minister announced that the Government would not proceed with enforced mergers of police forces, though they remain committed to continuing to delivering the necessary improvements in protective services while also delivering neighbourhood policing and greater efficiency. Efficiency is viewed as the key to generating the funds for additional protective services and achieving the benefits of mergers in other ways.  

	48.
	The Government is increasingly interested in multi-force options for regional and local collaboration, as well as greater use of shared services for back office functions (HR, finance).  This would see some forces collaborating on the delivery of some specialised functions, such as responding to organised crime.  The Government is not wedded to any model, and are willing to look at any model which produced appreciable improvements and provides value for money.  However, the power to enforce mergers will remain on the statue book and the Government are prepared to return to this if it becomes clear, on HMIC advice, that none of the options short of mergers is producing necessary improvements in protective services.

	
	Impact on SEEDA

	49.
	There is no direct impact on SEEDA but demonstrates the Government’s increasing commitment to focusing delivery of services at a regional and local level.


Robert Nolan, Head of Policy
01483 484 242

31 August 2006
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