DISCUSSION PAPER

Smart Growth: Achieving higher levels of productivity and prosperity

1. What is this paper about?

This paper provides our initial thoughts on how SEEDA’s new Smart Growth Directorate will work with regional partners to implement the Smart Growth targets and action plans of the new Regional Economic Strategy, detailed in Annex 1.
In UK terms, the South East economy is very successful. However, international benchmarking and analysis of economic performance within the region points to substantial pockets of underperformance, spatially and thematically. South East GVA per capita, business formation rates, the proportion of highly skilled workers and research and development intensity compares well to other English regions, but as Huggins
 shows we are substantially behind other global regions on all these key indicators.

As the global economy continues to evolve, maintaining our position is not enough. The American Skills Commission in their report ‘Tough Choice or Tough Times’
 highlights the global shift towards digitalisation. For globally competitive regions, this will mean an economy and labour market built on creativity and innovation, with reduced demand for low skilled labour, as illustrated in the following diagram:
Figure 1: The changing nature of work in the knowledge economy
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Every day more and more of the work that people do ends up in digitised form. From technical papers to songs, movies, architectural drawing, X-rays and novels, that work is saved on a hard disk that can be transmitted instantly over the Internet to someone near or far. Employers everywhere have access to a worldwide workforce. This means that a swiftly rising number of workers at every skills level in the South East will be in direct competition with workers in every corner of the globe.  
With continuous technological advancement across a wide range of industry sectors, it is becoming progressively less expensive to automate functions that used to be performed by people. In a world where China and India are producing engineers and scientists at an ever increasing rate who will accept a fraction of the UK wage rate, to maintain a premium in world markets, British firms will need to foster innovation and technology allied with creativity to maintain competitive advantage and enable them to pay high wages to their staff. 

Increasingly the best employers will be looking for the most competent, creative and innovative people across the globe, and will pay handsomely for them. This will be true not just for the top professionals, but up and down the length and breadth of the workforce. 
A fundamental shift in what the region produces means there are no ‘low skilled options’ for the productivity challenge if we are to compete globally and in Europe. Knowledge is increasingly the primary factor driving growth and wealth creation, and we need to exploit the opportunities that building a knowledge economy and society will bring.

Lifting underperformance through increasing the region’s stock of businesses, bringing more people into the workforce, improving the productivity of the workforce and building and maintaining an infrastructure capable of supporting sustainable growth are identified in the new RES as the major Smart Growth challenges.
2. What is Smart Growth? 
The Smart Growth concept develops the interplay between productivity drivers (enterprise, employment and skills, innovation, competition, investment) and quality of life to achieve a higher level of prosperity per head across the South East without increasing the region’s ecological footprint. 
Figure 2: What is Smart Growth? 
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1. SMART Growth is about raising productivity through smart use of technology, knowledge and skills. The RES sets a challenging target for the Region to “increase productivity” per worker by an average 2.4% annually from £39,000 in 2005 to at least £50,000 in 2016. We need to support business in achieving critical mass in areas of strength and advantage and anticipate new technological opportunities and demands. We need to support the workforce in developing and retaining their expertise and skills, and foster an open and flexible economic environment where knowledge spreads freely and opportunities are open to all, through transparent public procurement and access to finance.

2. Smart Growth is about reducing spatial disparities e.g. employment rates vary from 89.3% in West Oxfordshire to 62.4% in Thanet. Similarly for start up rates per 10,000 residents in Windsor & Maidenhead were at 67 businesses in 2003; more than double that in Portsmouth and Southampton at 27 starts. GVA per head in Berkshire was 60% higher that the national average in 2002 whereas GVA in the Isle of Wight was some 39% below the national average. 
Enterprise and Competition

3. Smart Growth is about supporting enterprise. Small businesses make a significant contribution to the health of the South East economy. 99% of firms in the SE are small. Encouraging new entrants and growth is core to spurring innovation and competitive advantage. Enterprise is also key to providing diversity of opportunity in our society. It is no coincidence that the world’s most successful regions have a culture which supports enterprise amongst all ages, all social groups and in all business sectors. We need to ensure all sections of the community are better equipped to respond positively to changes and opportunities, to create and implement new ideas and ways of working.
4. Smart growth increases competition and therefore productivity: Competition is as important as innovation and knowledge to improved productivity and competitive advantage. As the RES states, when more businesses start-up they bring new ideas to market, they create more competition, they drive more firms to innovate and push out inefficient ones. Start-ups are also responsible for a high percentage of new jobs.
5. Smart Growth is about encouraging entrepreurship. The Global Entrepreneurship Monitor (2005) indicates that high growth enterprise could be responsible for up to 80% of new jobs. We currently generate around 4 new businesses per 1,000 inhabitants in the region which is about half the rate generated in the United States. In order to ensure high levels of employment in the future, we will need to raise the start-up rates of companies and ensure that they grow. This is essential to replace the jobs that are lost through the decline of mature firms and sectors.

6. Smart Growth is about supporting mid size companies:  This aspiration we share with Global competitiveness. While much has been made of the RDA’s support for start-ups and their aftercare activities for large inward investors, we need to do more to support mid sized companies. Research from the M Institute (2006) indicates that mid size companies (defined as between 50 and 249 employees) are more likely than both small and large companies to be planning to improve their products or services. They are also often already global leaders, particularly in niche markets. Medium sized companies typically face difficulties when introducing new diverse technologies that affect not only the company but its suppliers and customers. 

Employment and Skills

7. Smart Growth is about tackling discrimination and short sighted recruitment practices. Within the South East there are more than 1.5 million people over 50 years of age, making up to 23% of the population. By 2020 those aged 55 or over will form the largest age group in the labour force, and yet currently only 10% of South East businesses employ an over 50 year old. Perceptions and cultures will need to change to enable employers to develop and implement flexible working policies, and realise the benefits of a diverse workforce. 

8. Smart growth is about tackling economic inactivity. We can no longer afford to ignore the population already of working age but not in work. The 2001 census showed a UK birth rate that had fallen below the replacement level of 2.1 births per woman. As a result, 600,000 fewer young people will enter the workforce between 2010 and 2020. At the same time, the chancellor’s targets for economic growth require 1.3 million people to join the workforce. When the declining number of school-leavers is taken into consideration, an additional 1.9 million recruits are needed to secure economic growth and provide industry with the resources to remain competitive.
9. Smart growth means world-class skills: The most powerful of the region’s natural resources is its people. The potential for the 8.1 million people resident in the South East is almost unbounded. Unfortunately there is a serious mismatch between this potential and the skills to meet the challenges and opportunities of global competitiveness. 
10. Smart Growth is about leadership and management skills: Within the SME sector, productivity is often depressed by poor leadership and management skills:  Owners and leaders are getting bogged down in the day-to-day and are not able to stand back and take a longer term view of their enterprise.  One of the most important differentials between a successful company and a struggling, plateuing company is whether the leader “leads”, or whether they simply fire-fight. So, along with Global Competitiveness, there will be much more recognition of the importance of leadership skills.  We will bring the knowledge in the disciplines of leadership and of innovation together in the new cross-initiative support teams.  
11. Smart growth incentivises the talents and energy of our immigrants:  Immigrants bring new ideas, new ways of thinking and new energy to a society. Europe too will have increasing impact on the migration of people and skills and increased opportunities for business. The expansion of the EU has seen Eastern European graduates plugging some of our STEM skills shortages as well as propping up our service sectors, particularly retail and catering. This trend for workers employed in jobs below their skill level is not confined to the migrant workforce, up to 25% of the UK workforce is currently in this position.

Innovation and Creativity
12. Smart Growth is about sustainable business practices: Encouraging less waste, higher productivity and more sustainable business practices in the majority of enterprise will have a positive effect on the region’s carbon footprint and productivity. Sustainable business opportunities in the UK Market are valued at £4 billion per annum by 2010, and the global market is estimated at £515 billion.
Infrastructure

13. Smart Growth is about a globally connected, world-class infrastructure. Our global location gives people, businesses and communities many advantages including proximity to markets at home and abroad. The region has strong national and international connectivity, but suffers from a strained infrastructure. We need to improve  transport and communications links, people and community linkages, with other parts of the UK and internationally, and improve living environments through a creative approach to land assembly and use, improving public spaces and skills for renaissance. 
3. Regional Drivers of Prosperity
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Enterprise and Competition
Enterprise has been identified as one of the key drivers of productivity. Entrepreneurial activity through new business start ups and new ventures can bring new and innovative ideas that increase competitiveness. As well as generating new businesses it is also important to ensure the survival of those already in operation and to target support at businesses capable of growth. 

Women are significantly under-represented in UK enterprise. In the South East, women make up 52% of the adult population and 46% of the working population. However, only 27% of the self-employed and only about 15% of business owners are women. The BME population accounts for 5.1% of the region’s population and 4.3% of the total business stock suggesting the BME groups are also under-represented. Both groups are missing out on the financial and social benefits that come from running their own business but it also means a lost opportunity for our economy.

We need to create an environment in which businesses are able to compete. Regulation can ensure fair competition, improve employee welfare, prevent exploitation of individuals and vulnerable groups and protect the environment. It can also stimulate innovation and investment through, for example, patent regulation. Unnecessary and burdensome regulation can also stifle enterprise by removing incentives, and by imposing costs, delays and uncertainties on business. The costs of complying with regulation bear disproportionately on smaller businesses, and therefore divert resources from their business development.

Employment and Skills

The SE has higher than average employment rates, but not uniformly across the region, and an increasingly ageing population. There are 250,000 people of working age currently inactive that would like a job if one was available to them. Evidence shows this client group is likely to suffer multiple disadvantage, and that individualised packages of support including health care, skills, employment support and enterprise provides the best opportunity for getting individuals back into sustainable employment. More personalised one-to-one help for the core jobless is key, in a jobs market where a large proportion of employers are wary of recruiting from the ranks of long-term benefit claimants. Gaining sufficient buy-in from employers will be of critical importance.

Education and skills remains a significant weak spot, holding back labour productivity and hampering competitiveness. The Economist
 recently concluded that: ‘striking the balance between technical and academic education, and making sure that both are worth the paper they are written on, is the biggest challenge facing Britain. It matters every bit as much for social peace and cohesion as it does for economic competitiveness.’
Mirroring the UK, the South East faces a skills and demographic conundrum. The analysis associated with the Leitch Review of skills demonstrates that 70% of the workforce of 2020 has already left compulsory education. Labour market forecasts show that demand for skills is rising. Conversely the number of jobs requiring no skills or qualifications is dropping.  According to Leitch, by 2020, the current 3.5 million jobs without qualifications will fall to a mere 600,000. 
As Leitch has suggested, economic valuable skills must be delivered through a demand-led approach facilitated by a new culture of learning, and an appetite for improved skills amongst individuals and employers. In the short term, the SE could continue to rely on migrating skills labour to meet the economic demand, however this increases strain on the region’s housing, transport and public services. Developing the skills of the region’s workforce is essential for sustainable increases in productivity and reducing the strain on infrastructure.
Knowledge Economy
Developing knowledge economies with people based expertise and skills, encouraging earlier investment in and exploitation of new technologies will provide the foundation for a globally competitive economy.  
To reach the levels of business expenditure on R&D commensurate with government targets, SEEDA’s current level of investment will need to achieve a leverage of over one hundred to one and be focussed on businesses with high growth potential. Therefore SEEDA should focus its future investment on bringing about a change in regional culture, in an effort to foster a creative climate where business ideas can develop and flourish to create wealth. 

For Smart Growth this puts into sharp focus the need for improved business performance, targeted business support, advanced technological skills, increased skills for innovation, and world class managers and leaders to encourage creative and visionary performance, and knowledge transfer partnerships. 

Underpinning both innovation and enterprise is the need for a pipeline of young people who have developed entrepreneurial capability, both as a skill set and a mind set. This requires schools, colleges and universities to offer progressive enterprise education, embedded in the curriculum to pupils and students.
4. Where do we want to be?
	Driver
	Where are we now?
	Where do we want to be? (RES targets)
	What does this mean in practice?

	Employment
	82% regional economic activity rate, with persistently high economic inactivity in parts of the region e.g. coastal fringe.
One in six working age people are inactive.
	Increase economic activity from 82 to 85% by bringing 110 000 net additional South East residents of working age into the labour market by 2026.

	Making best use of the region’s talent. 

Tackling worklessness and economic inactivity through sustained programmes providing tailored support to individuals.

Inclusive recruitment and retention practices.

	Skills
	22% of employers reporting internal skills gaps.

Over 500,000 adults of working age without qualifications.

71% of the workforce qualified to Level 2 or above.
	Maximise the number of people for employment at all skills levels and  ensure they are continually equipped to progress in the labour market.
Increase people’s aspirations and awareness of skills to them and to their families. Create a new integrated employment and skills service based upon existing structures to increase sustainable employment and progression.
	Effective skills brokerage at all levels. 

An effective Skills Escalator achieving:
· 100% of the workforce skilled to level 2 by 2016.

· Continuous skills development through apprenticeships, degrees and management and leadership.
National Qualifications reform/unitisation.



	Enterprise and competition
	50,000 women owned businesses. 

Female self-employment accounts for 30% of total self employment. 

Men 2.4 times more likely than women  to start a business.
Business start up rates in disadvantaged communities in 2002 just 3.3 per 1,000 against a regional average of 4.3 per 1,000.
	Increase the business stock by 35% from 35 businesses per 1,000 in 2005 to 44 per 1,000 inhabitants by 2016 including 10,000 new business run by women by 2010.

Create 28,000 new businesses during the period of the RES with a corresponding development of productivity with some 280,000 who will receive business support.
	Simplified, integrated business support, underpinned by a regional CRM, which positions Business Link as the primary access channel for Business Support.

Strong enterprise culture across all localities and communities.
10,000 additional women run businesses by 2010.

Maintain business survival rates/minimise business failures at over 90% after 12 months of trading.

More leaders with the vision and skills to turn ideas into wealth.

	Knowledge Economy
	The region has the strongest business R&D base in the country and a very strong knowledge base, but has been falling in the World Regional Competitiveness rankings. Between 2004 and 2005 the South East fell from 40th to 55th; while productivity in the region compared to the best performing world regions- the SE is ranked at 75th.
	By 2016, Increase businesses located in the SE operating internationally from 10% to 15%, maximising the SE’s share of global FDI; business reporting R&D links with universities from 11% to 15% and R&D from 3.2% to 4%; and total SE business turnover attributable to new and improved products and services from 12% during 1998-2000 to 20% by 2016.
	A knowledge economy with more people with higher skills (NVQ levels 3,4,5) producing a critical mass of creative human capital.

More employees in knowledge-based employment to increase productivity and enhance competitiveness.

A transformed culture and environment which encourages entrepreneurship and business innovation.

Greater collaboration is at the heart of this transformation, driving forward the pace of innovation.


5. Our principles – how will we achieve the RES targets?

These principles are based on those detailed in the RES Implementation Plan, and will guide how the Smart Growth Directorate works, both internally and externally with partners.

1. Shared priorities and a common purpose underpin successful partnerships and teams. This means key partnerships such the Regional Skills for Productivity Alliance need to agree firm objectives and targets for which they will be publicly accountable.
2. To achieve Smart Growth, the full potential of the region must be realised. This means releasing untapped potential and talent in our communities, business base and other resources. Flexibility in national programmes and mainstream resources harnessed through Local Area Agreements will provide targeted support for business and communities in both successful and underperforming areas identified in the RES.  
3. Working beyond individual interventions.  This means that influencing roles need to be improved to combine public and private funding in a more imaginative approach to project finance. For example through the LSC, HEFCE, PCT and Schools for the Future funding streams, a combination of the public sector purse can produce synergies of scale, raise aspirations and produce the required leverage from the private sector.
4. Businesses and individuals need to see the benefit to participate. This means that a compelling, client focused offer will be needed to secure increased uptake of services. Clear, simple messages and a reduction in employer-facing brands relating to skills, employment and enterprise are essential. 
5. The concept of business opportunity through addressing climate change needs to be given real substance and focus.  We must support businesses to commercialise new technologies and opportunities afforded by growing awareness of climate change and protection of the environment, to facilitate development of emerging energy efficiency and renewable energy products, access to markets, commercialisation and support cross sector collaborations. (Shared with Sustainable Prosperity).
6. Sustainable growth requires high quality and sustainable places in which people and business can increase their productivity and competitiveness.  This means focusing on improving provision of business and residential space.  The Hastings Five Point Plan demonstrates how education-led regeneration can address underperformance through an integrated approach encompassing skills, enterprise, housing, broadband and transport infrastructure.
7. Improving business productivity requires the efficient movement of goods, people and ideas. This means that, in delivering sustainable transport and access solutions, we need to solve bottlenecks in the system and improve the region’s connectivity.  
6.  Specifics: What turning our principles means in practice
Here are some thoughts about specific actions we might take consistent with the principles set out in the previous section. At this stage, these are indications of the direction we are likely to pursue, rather than firm proposals. 

Enterprise and competition

We need to inspire a culture of enterprise across the region. It is imperative that we encourage enterprise and economic activity amongst the region’s most underperforming and hard to reach groups. 

Business need to embrace the challenge of managing diversity effectively to add value to business performance. Currently, a narrow focus based on meeting legal requirements, means many businesses fail to realise broader business benefits such as talent management and improving creativity and innovation. SEEDA will ensure Talent and Diversity Management support is provided through Business Link Providers.

SEEDA will work with Business Link Providers on focused activity around engaging with particular groups including, women, young people, those aged over 50 and those from the BME and rural communities.  The Enterprise Gateways have a particular role in nurturing a culture of enterprise amongst the region’s most underperforming communities and then in converting this latent potential into enterprises and social enterprises. 

The Enterprise Gateways have a critical role in encouraging and fostering a culture of enterprise in local communities. We will act upon the findings of the current review of the Enterprise Gateway programme and ensure that Gateways are adding the greatest value to the most under performing parts of the South East region.  A greater emphasis will be placed on community outreach work and in developing strategic partnerships at a local level.  Enterprise Gateways will focus on providing an intensive pre-start up service with a seamless transition to the mainstream Business Link start-up services.

The gap between male and female entrepreneurship in the UK remains stubbornly wide- men are still almost twice as likely to start businesses as women, and the gap is wider still for young women. 

If we matched US levels of female entrepreneurship there would be 700,000 more businesses in the UK. In order to achieve this growth, we will build the capacity and breadth of services provided by Business Link for women’s enterprise by:

· Providing access to women-friendly business support 

· Ensuring appropriate education/access to finance to start and grow a business

· Providing flexible and affordable childcare and care services

· Tackling the barriers women face moving from benefits to self-employment

· Providing realistic and attainable role models and advocates

SEEDA and the South East Business Links are also focusing on how more young people can be encouraged to consider starting up and/or growing a business. Enhancing the teaching of, and support for enterprise in schools, colleges and Higher Education improves the entrepreneurial skills, confidence and capabilities of young people. 15% of 16-34 year olds are interested in starting a business
 which represents a potential major market. A recent Business Link’s Insights survey suggested that awareness of mainstream business support, such as Business Link, is at its lowest amongst this age group. 

Over the next five years, we will work with schools, colleges, HE, the National Council for Graduate Entrepreneurship and Business Link to improve engagement with young people.

In late 2006, the Office of the Third Sector (OTS) confirmed in the social enterprise action plan that ‘funding will be provided from April 2007 to RDAs to improve Business Link’s capacity to broker business support for social enterprises’.  The funding comprises £50k for 2007/08 with £200k per year available for 3 subsequent years.  A proposal will be submitted by SEEDA to OTS by the end June 2007.   

SEEDA will work with Business Links to ensure that the full range of Business Support services are available, accessible and relevant to the Voluntary and Community Sector and Social Enterprises across the South East.

The RES identifies the need to increase the level of SMEs tendering for public sector contracts. There is an opportunity to further competitiveness of SMEs and the Third sector by improving their awareness of opportunities bid for public sector contracts.

The RES identifies the need to increase the level of SMEs tendering for public sector contracts. SEEDA will achieve this by:

· Setting up a regional forum to promote best practice in public sector procurement

· Promoting the opportunities of tendering for public sector contracts including London 2012 opportunities

· Actively pursuing the under utilised Government Small Business Research Initiative.

The Internet is driving business innovation - there are 350 million people connected together on this common protocol, common community
. The influence of the internet on the way businesses work and access services is important to these new flexible ways of working, and makes business location increasingly less important. Home based enterprises could make a significant impact on reducing the carbon footprint, traffic congestion and on buildings design. Internet based businesses and the use of new and emerging technologies are also key enablers, for instance women seeking to set up their own businesses- particularly those with caring responsibilities and those needing the greatest flexibility of business model. 

SEEDA will work with Business Link Providers to target new and established businesses that could benefit from trading on, and exploiting internet technology with the potential to provide new sources of competitive advantage e.g. an end to limited shelf space, the falling costs of technology and limitless customer acquisition.
We will continue to drive forward the Business Support Simplification programme in partnership with the Region’s Business Links to make it easier for businesses to access publicly funded business support, reduce administration costs and simplify delivery. This means promoting strategy which partners truly share and an integrated approach to managing our relationship with businesses including positioning Business Link as the prime access channel for business support. 
SEEDA are currently investigating the possibility of developing a regional CRM which will work across the breadth of the publicly funded business support infrastructure. This is an essential building block in our drive to simplify publicly funded business support and more specifically realise the true potential of an effective Business Link service providing the primary access channel to all public, private and voluntary sector business support. 

By joining up marketing and communication activity across a range of agencies, and unifying brokerage services through the adoption of a single regional CRM system for all aspects of business support, businesses across the region will receive a flexible, client focused service tailored to their specific needs.  This will also support a more proactive, easily accessible, regionally consistent programme of ongoing client management to maximise start up businesses chances of success, increase the over GVA growth of start-up businesses and add more value to the regional economy.

Figure 4: Brokerage Clearing House 
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Employment and skills

The DTI attributes 20% of the UK’s productivity gap to skills. Given the derived nature of skills demand, engaging business and harnessing business support and enterprise services is essential in driving up employer demand for skills.  

Smaller firms often lack the internal resources to to deal with skills shortages and gaps. Programmes operated by local development agencies in the 1990s demonstrated the efficacies of geographical and supply-chain cluster schemes for small and medium-sized enterprises. Most operated by creating learning centres in business parks, industrial estates, or large contracting firms, and using peripatetic trainers to bring learning into or near the workplace, serving the combined needs of what can often be 1,000 or more staff within each cluster. 
To better meet the needs of small firms, SEEDA will form regional cluster-based skills programmes for SMEs. Most small firms are located in ‘clusters’ of one form or another—mostly geographical, through business parks, industrial estates or the high street. Many of these, and others, also work in supply chain clusters to larger firms, and so can be reached collectively through carefully designed cluster initiatives, bringing together local and sectoral organisations through effective partnership working. 

Employers and their affiliates continue to express dissatisfaction regarding publicly funded skills delivery. Research shows that the majority of employers do not want to embark on long term skills programmes such as NVQ frameworks, and prefer flexible training directly capable of directly meeting their requirements. Despite employers asking for this kind of provision at all skills levels, the FE sector maintains focus on full qualifications up to Level 2/GCSE. 
Over the next five years, SEEDA will work with partners to deliver flexible, business driven training through business-friendly outlets including Business Links, Enterprise Agencies, Regional Resource Centres, Manufacturing Advisory Service, Sector Consortia and Incubation facilities. SEEDA will work though the RSPA to support achievement of Leitch national skills targets:
· 95% of working age adults have basic skills in both functional literacy and numeracy
· More than 90% of adults are skilled to GCSE level/NVQ L2 rising from 69% 2005

· Apprenticeships will be running at 500,000 per annum
· More than 40% of adults are skilled to graduate level and above from 29% 2005
The Directorate is in a strong position to guide the development of the operational programmes for European funding within the region to ensure that these deliver most effectively against the RES targets. The European Regional Development Fund (ERDF) and European Social Fund (ESF) programmes are currently in development and offer the chance for the Directorate to generate strong alignment between these and the RES for the next seven years.

SEEDA will use its ESF and ERDF programmes to support Smart Growth objectives. It is anticipated technical and higher level skills and skills for innovation will feature as priorities.
Poor leadership and management skills, particularly the lack of strategic vision and low levels of confidence hold back productivity and business growth. This is found at all levels in businesses. Staff promoted into their first management role are often under prepared. Generally speaking, larger firms find it easier to access leadership and management development, but SMEs often struggle to find the time or the right development solution.  Previous work in the region has demonstrated particular value in leadership and management development based on peer learning (action learning), one to one support (coaching and mentoring) and on ‘bite-sized’ learning usually around three hours duration on a specific leadership or management topic.

We will broker effective and appropriate leadership and management development solutions from the public and private sectors to SMEs through Business Link intensive assistance. We will also provide specialist leadership development advice to businesses who are actively working towards the creation of new or innovative products and services. Higher education has a role to play in collaborating with independent training providers to ensure businesses are being offered the best international leadership practice.

Freud’s
 proposed welfare reforms come at a time where, combined with our RES actions we have a real opportunity to shape and develop strategies and provision to enable us to transform the lives of the economically inactive in the SE.

Services for economically inactive individuals are fragmented.  We will work through the RSPA to encourage ‘Individual Support Simplification’, mirroring Business Support Simplification. This will provide information, advice and guidance and support across skills, employment, housing, enterprise and health agendas, and will support the universal adult information and advice service proposed by Leitch and contribute to the Economic Activity RES Transformational Action.
Enhancing quality of life and productivity are essential components for developing sustainable growth as highlighted by the South East Regional Economic Strategy. Creating well-being and health in the workplace and increasing employment levels of socially excluded populations are key to achieving this. Ill-health or stress in the workplace can lead to a reduction in efficiency and productivity, leading in some cases to sickness, absence and job loss. 

Ill-heath and stress in the workplace has a significant negative impact upon the economy. SEEDA will raise awareness of well being in the workplace, and ensure there is practical guidance available to business.

STEM and advanced technical skills are amongst the region’s most critical skills shortages. Research commissioned by SESETAC shows we need another 50,000- 100,000 researchers and developers to meet the aspirations set out in the 10 year investment framework for science and innovation. The Regional STEM Support Centre, INTECH Knowledge Discovery Centre and curriculum innovations including Computer Clubs for Girls led by SEEDA have begun to up-skill and raise the aspirations of young people destined for the future workforce. However much more needs to be done. 

We will work with Local Authorities, schools and colleges to provide world-class vocational training facilities and centres to inspire and drive young peoples’ interest in science and creativity. For business and the current workforce, we will grow our network of Regional Resource Centres, including the expansion of the RRC for Environmental Technologies to facilitate skills solutions for resource and waste management.

We will seek to combine public and private funding in a more imaginative approach to project finance. The combination of multiple public sector capital funding streams can produce synergies of scale, raise aspirations and produce the required leverage from the private sector.
SEEDA’s work in Hastings demonstrates the potential of education-led regeneration. We will build on recent successful exploratory discussions in an attempt to bring together the capital strategies of the LSC, HEFCE and the DfES “Schools for the Future”. This will also be linked to the proposed roll out of 316 Children’s Centres planned for the region.  The unified Capital Strategy will have an impact on the region’s physical infrastructure as well as improving choice and progression. The Spatial Smart Growth team has already started work on a number of key joined up initiatives.
7. How the New Smart Growth Team will work?

Organisational Development and human resource management reform will make best use of skills across the agency’s workforce and foster collaboration and innovation. Looser team structures and flexible working will empower SEEDA staff to rapidly form teams to work on specific tasks, whilst lean business processes, and a more logical project flow will support the agency in working more effectively.
For example, the Directorate has established three management and implementation groups to drive implementation of the RES Transformational Action Making the Most of 2012:

1. The Core Team staffed from the Smart Growth Directorate.

2. The Extended family staffed from the Directorate and other SEEDA Teams meets for regular SEEDA 2012 Group meetings. The remit is to help oversee the implementation of SE Framework for Olympics and in turn the RES Transformational Action. 
3. The Grand Coalition, made up of SEEDA and key partners are brought together as the SESEL 2012 Group, which comprises a core group of external partners (LSC, Jobcentre Plus, SEEDA, Skills Active and Culture SE). The Group is working to implement the SESEL Action Plan. There is a also a wider SESEL 2012 Group that encompasses a much larger ‘virtual’ group of external players, including other RSPA partners, other Sector Skills Councils, Higher Education, Business Links and local skills for productivity Alliances.
To take forward the Skills Escalator Transformational Action, we have developed the following diagram to further stakeholder understanding and as a basis for negotiating collective action. A similar approach is planned for the Raising Economic Activity Rates Transformational Action.
Skills for Innovation Escalator

8. Conclusion

To take forward this challenging, multi-faceted Smart Growth agenda, SEEDA has established a new Directorate made up of three teams, focusing on Enterprise and Business Support, Employment and Skills and Spatial Smart Growth. The table below maps these three new teams with RES Targets and Transformational Actions:

Figure 5: Proposed Smart Growth Directorate Structure

As the American Skills Commission puts it, without taking the tough choices to achieve this ambition, tough times are ahead. Leitch similarly identifies the need for change, pointing to a [image: image5.emf]£80bn boost to the British economy over the next 30 years if we embraced a radical shake-up of training and skills programmes. The prize for achieving Smart Growth is huge:
· A more prosperous and productive society 

· Lower levels of poverty and equality

· An employment rate of 85%

· GDP capita rate maintained at the upper rate of the projected 2008 figure of 3%

· An improvement on the current figure of 15% business owners who are women and 4.3% of the BME

· Take up of the business opportunity in sustainable development estimated at £4bn per annum by 2010

· Implementation of Leitch will alone achieve a boost of £2.5bn per annum

Following feedback from the Board on this discussion paper and conclusion of the RES Implementation Plan consultation, the Smart Growth Directorate will develop detailed proposals for SEEDA’s Corporate Plan 2008-11.
Annex 1: RES Smart Growth Targets

The stated targets for Smart Growth in the Regional Economic Strategy are:

Enterprise- Increase the business stock by 35% from 35 businesses per 1,000 inhabitants in 2005 to 44 per 1,000 inhabitants by 2016, including 10,000 new businesses run by women by 2010.

Enterprise/productivity

· Business start up rates per 10,000 residents – Windsor and Maidenhead 67, Portsmouth and Southampton 27 (2003)

· GVA per head in Berkshire 60% higher than national average 2002, IOW 39% below national average

Skills- Maximise the number of people ready for employment at all skill levels, and ensure they are continually equipped to progress in the labour market
Skills

· Out of 30 OECD countries, the UK lies 17th on low skills, 20th on intermediate and 11th on high skills

· 5 million adults in the UK lack functional literacy

· 17 million adults have difficulty with numbers

· More than one in 6 young people leave school unable to read, write or add up properly

Competition- Increase the level of participation of South East businesses (especially small businesses and social enterprises) in tendering for public sector contracts.
Transport- Reduce road congestion and pollution levels by improving travel choice, promoting public transport, managing demand and facilitating modal shifts.
Physical development- Ensure sufficient and affordable housing and employment space of the right quality, type and size to meet the needs of the region and support its competitiveness, and create the climate for long-term investment through the efficient use of land resources, including mixed-use developments.

Employment- Improve the productivity of the workforce and increase economic activity from 82% to 85% by bringing 110,000 net additional South East residents of working age into the labour market by 2016 (as a step towards bringing up to 250,000 residents into the labour market by 2026).
Employment

· Employment rates vary from 89.3% in West Oxfordshire to 62.4% in Thanet

· 2020 over 50 year olds will be the largest group in labour force

· 600,000 fewer young people will enter workforce between 2010-2020 economic growth will require 1.3 million people join the workforce

Author: John Parsonage

Executive Director, Smart Growth

01483 500745

IN GLOBALLY COMPETITIVE REGIONS





IN LESS DEVELOPED REGIONS





Prosperity flows from bringing more resources into use and from increased productivity. Smart Growth in the RES brings together five drivers of productivity. The SE faces specific challenges under each of the drivers; however, solutions will need to be developed across all five (i.e. not in isolation) in order to have real impact:





Figure 3: Linkages between the drivers of productivity
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Smart Growth is about raising productivity through the use of technology and reducing spatial disparities
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� World Knowledge Competitiveness Index 2005, Robert Huggins Associates.


� Executive Summary, Tough Choices or Tough Times’, The New American Skills Commission, 2007.


� Diagram based on model in ‘Tough Choices or Tough Times’, The New American Skills Commission, 2007.


� ‘You’ve never had it so good’. Special Report on Britain, The Economist 3-9th February 2007.


� Small Business Service, 2006?


� Nikesh Arora, Vice-President of European Operations, Google


� Idea derived from ‘Skills in a Global Economy- Ten proposals for a UK Skills Policy’, Chris Humphries, City and Guilds, 2006.


� ‘Reducing dependency, increasing opportunity: options for the future of welfare to work’ An independent report to the Department for Work and Pensions by David Freud, 2007.
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