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Item 6

SOUTH EAST ENGLAND DEVELOPMENT AGENCY
BOARD MEETING ON 25 OCTOBER 2007
ITEM 6
CORPORATE PLAN POLICY ISSUES 

Recommendation
That the Board DISCUSS the approach proposed in this paper and offer guidance on the questions posed, prior to receiving the draft Corporate Plan for decision at its December meeting and in response to presentations by each of the Executive Directors on the RES themes and efficiency plans.


Background

1. The paper discussed at the last Board meeting set out 8 principles by which SEEDA’s Corporate Plan 2008-11 would be developed.  These were summarised into a narrative for Corporate Plan as set out in the box below.  
SEEDA achieves added value by maintaining a strategic overview of the region through the management of the RES, the development of a Single Delivery Plan and the movement towards a Single Regional Plan and by leverage of others funding, ideas and capacities into delivery of the RES and Single Delivery Plan targets.  

This means that SEEDA must develop:

 - a management framework for the RES and Single Delivery Plan that supplies a robust evidence base, a clear process for assigning accountability to the right partners in the right place and a transparent approach to assessing and building the capacities of others

 - a Strategic Investment Framework that demonstrates how SEEDA uses its small resource to innovate and take risks as a way of catalysing the activities of others to deliver the RES and has maximum impact by ensuring that its activity has multiple outcomes with all activity contributing to all three headline targets

 - a Continuous Improvement programme enabling SEEDA to be clever, adaptable and flexible mainly through externally focused cross-team working and with an extra-regional view of new ideas and best practice. 

2. The Comprehensive Spending Review was published on 9 October and included a national budget settlement for RDAs.  In cash terms, the Single Pot will decline from £2.27 billion in 2007-08 to £2.14 billion by 2011.  Allowing for inflation, this equates to a 5% annual reduction in RDA funding.  Assuming the current RDA funding formula is applied, the national budget equates to cash reductions of £4 – 7 – 10 million over the next 3 years on SEEDA’s Single Pot budget of £165 million in 2007-08 (excluding capital receipts).  Within this total, SEEDA must deliver a value for money plan, and, because of a 10% ceiling imposed on administration costs, mainly salaries, its share of £34 million national savings in RDA administration spending over the next 3 years means that SEEDA’s administration budget will reduce from £23.9 million in 2007-08 to £20.3 million by 2010–11, a saving of £3.6 million or 15% in cash terms to which must be added inflation of 2.5% annually.
3. This paper highlights the policy options which arise from the SEEDA narrative and the Comprehensive Spending Review (CSR) outcome in terms of the first two aspects set out above: managing the RES; and investing to deliver the RES.  Work on the third aspect – a continuous improvement programme – flows to a degree from decisions relating to the first two aspects.
Managing Delivery of the RES
4. The RES Implementation Plan sets out a process and structure to ‘create a living RES’.  This proposes a continuous cycle of review and prioritisation built around the monitoring and business planning cycle of the year, with a RES Steering Group evolving from the current RES Leadership Group, an annual Partners’ Conference and a web-based forum to maintain and develop the action plans underneath each of the 14 RES targets.  The Regional Outcomes Framework currently being finalised emphasises the increasing importance of robust evidence, analysis, performance management and evaluation of both the RES and of SEEDA’s impact in delivering it.
5. The Sub-National Review of Economic Development and Regeneration (SNR) put an increased emphasis on sub-regional and local geographies.  This means that SEEDA’s Area Teams need to take on an even more important role in working with local partners to understand their economic priorities and to ensure that they and the RES are properly aligned.  A key question for the Corporate Plan will therefore be what balance of SEEDA resource should be devoted to this increasingly important function, and how we obtain the necessary relationship management skills.
Investing to deliver the RES

Delivery against the 14 RES Targets

6. The process of developing the RES Implementation Plan diagrams has produced estimates of funding required to deliver each target, including assumptions regarding where SEEDA’s own funding should be directed.  Extrapolated over the life of the RES, this pattern of spend suggests that SEEDA funding is expected to provide the main resource to achieve 4 of the 14 targets – 3 relating to Global Competitiveness and 1 to Smart Growth:

· Global Business and Foreign Direct Investment
· Knowledge Transfer and Expenditure on R+D

· Innovation and Creativity

· Enterprise
7. Over the remaining targets, SEEDA’s role is mainly catalytic, using both staff and funding to coordinate the activities of partners who have the primary resources to deliver the RES.  SEEDA’s ability to gather evidence, develop the business case for action, develop and pilot new ideas that can be taken over by others and influence the activities of others will be critical to the success of the RES.  The Corporate Planning process needs to ensure that the right resource is in place to take forward this catalytic, strategic role, and that it is supported by a central core of strategy, economic research, performance management, evaluation, financial control and communications fit for purpose in terms of numbers of people, skills, management information systems and funding.  

8. The Corporate Planning process will also need to take into account Comprehensive Spending Review announcements on Lord Sainsbury’s review of science and innovation and on skills.  These are that RDAs are committed to spending £180m over the next 3 years on ‘match-funding’ projects with the Technology Strategy Board and that RDAs are to take over the Train to Gain funding by April 2009 and deliver a joined up skills and business support offer through the Business Link service.  The implications for SEEDA resources of this second announcement are currently still unclear. Nor is the resource consequence of taking on the new functions under the SNR yet determined. 
9. The SNR made it clear that RDAs would be expected to delegate responsibility for delivering programmes of expenditure where possible, so that they could assume a more strategic, programmatic role.  The tables at Appendix 1 shows the current spread of SEEDA’s involvement across the 14 RES targets and a position towards which SEEDA might want to move over the course of the next three years.  Issues for the Corporate Plan arising from this analysis include: 
· What SEEDA could delegate where it is a main player or implied main player, eg SE International for the trade and investment service to deliver Target 1 ‘Global Business and FDI’, a Regional Technology Strategy Board for delivering Target 2 ‘Knowledge Transfer and R+D spend’, Innovation SE for delivering Target 3 ‘Innovation and Creativity’.
· How SEEDA can delegate this delivery so that value for money gains can be realised; reductions in administration spend can be achieved; wider benefits can be gained across the range of RES targets; leverage of other sources of funding beyond SEEDA’s can be gained.  The key question will be how such mechanisms are different from, and better than, existing SEEDA direct delivery.

· Ensuring a clear evolution for catalyst work so that it is taken over by a lead partner other than SEEDA over time.
10.  The RES Implementation Plan and Annual Monitoring Report show differences across the RES targets in terms of the extent to which the region has plans in place to achieve the targets (shown by traffic lights on each one-page summary of the 14 targets), and the extent to which the achievement of each target is challenging (i.e. the gap between baseline forecast and RES target).  The table below shows the overall summary of these two measures.  
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11. This highlights particular points of focus for  SEEDA’s direct delivery role, including for example: 

· Global Business and FDI – developing a Regional Trade and Investment Strategy and working with UKTI to implement it.
· Expenditure on R+D – putting in place a Funding Escalator to support business in bringing new ideas to market; focusing on bringing new environmental technologies to market.
· Climate change and energy – developing the regional Carbon Action Plan with underpinning strategies for energy skills, regional capacity for renewable technologies, energy sector development and buildings retro-fitting. 
12. This also suggests that SEEDA should work closely with key partners, and in particular Local Authorities and structures that are currently associated with the Regional Assembly to put plans in place to deliver:

· Infrastructure – capacities and funding to deliver planned global gateways and strategic corridors.
· Transport – capacities and funding to reduce congestion and manage demand.
· Employment, Enterprise and Skills – where the recently-published new performance framework for local authorities and local authority partnerships suggests an enhanced role at local level.

· Competition and business regulation – for example establishing a new South East Public Procurement Forum
· Physical development – capacities and funding to achieve sustainable mixed-use development in meeting housing and employment land targets.
· Sustainable communities – developing the evidence base, putting in place a framework for cultural opportunity, developing a regional standard for social impact measures in public procurement.
Delivery of the RES in Localities and Sub Regions
13. SEEDA has a strong history of investing in place, with budgets in early years dominated by SRB schemes and physical infrastructure projects. SRB projects concentrated on deprived areas mainly along the coast but with significant pockets of investment in Reading and Slough. Over time, SEEDA’s investment has become more balanced with a greater emphasis on regional and cross regional programmes. SRB has now largely ended, although some residual projects will be completed by March 2008. 

14. The AIF programme was introduced in 2004-05 and was followed the next year by area programmes in Milton Keynes, Oxfordshire, Buckinghamshire and Berkshire.   SEEDA’s funding for AIF and area programmes totals £46.4 million during the 2005-08 Corporate Plan period.  Two projects have legal commitments beyond 2008, accounting for a total of up to £600,000 during 2008-11.   

15. More generally, the forecast financial strategy in the Corporate Plan 2005-08 set out how all SEEDA’s programme funding (including apportionment of regional programmes was expected to be distributed by the 4 Area Team areas).  This is shown below. 
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16. Provisional figures presented to the Board in March 2007 suggest that SEEDA’s overall programme spend is on course to broadly meet this distribution, with the substantial exception of additional (non Single Pot) funding for the Growth Areas and Coalfields, where against a forecast of £115 million funding only £38 million has been provided by central government.
17. Following the decision taken at the July Board to cease funding AIF Partnerships, SEEDA has signalled to partners that in 2008-09 funding will not be devolved other than for rural programmes, and that we will work with partners on how funding will be delegated for future years following the SNR publication.  The expectation is that SEEDA will move to using Local Area Agreements and Multi Area Agreements as central mechanisms for allocating funding to clear local priorities.  While these arrangements are being put in place, and to avoid any hiatus in support, SEEDA is working with local authorities and their partners to identify priority local projects that should be considered for SEEDA funding within the new regional outcomes framework. 
18. The new Corporate Plan will need to acknowledge this process and take a more sophisticated and fine-grained approach to investing in place than its predecessor.   More particularly, the announcements flowing from the Sub National Review will require a number of developments that were agreed by the Board in July when considering the review of sub regional partnership arrangements.  In particular:
i. Using the work initiated through the Strategic Investment Framework, SEEDA will need to prioritise place-based investments as the basis for negotiation with local partners;

ii. SEEDA’s Area Teams will need to be re-configured to:

· strengthen their role as relationship managers and as drivers of local strategies;

· shift away from a programme management role;

· develop an enhanced role as brokering negotiations between relevant SEEDA programmes in SEEDA and local partners.

· Play an instrumental role in establishing cross SEEDA Task Forces to identify key SEEDA activity in sub regions. 

iii. SEEDA’s Directorates will need to start re-thinking delivery to focus] sub-regional capacity (for example a ‘Team SEEDA’ approach brigading all relevant services to businesses in a particular area) and to channel appropriate programmes delivery through the Local Area Agreement mechanism, contracting with mainstream partners.

19.  To take these priorities forward, work is now under way to:
· Identify, from the RES Implementation Plan, a clear map of SEEDA’s funding priorities by area;

· Consider options for delegating funding to local areas, working directly with local authorities and through Special Purpose Vehicles.

20. The results of this work will be reported to SEEDA’s December Board, in the context of a detailed framework for the draft Corporate Plan which will be completed by the end of January for submission to BERR and a 4-6 week public consultation.

Author:      Barbara Hammond
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Appendix 1:  SEEDA Priorities Arising from RES Templates
Current Priorities

RES targets are classified according to whether SEEDA:

· is the main player leading on delivery and heavily involved in direct delivery 

· has the catalyst role, pulling together strategic partnerships, taking ownership of the evidence base, influencing partners and developing new ideas 

· appears as a main partner but it is not clear what SEEDA delivery is involved 

· is not a main partner but major involvement in delivery of the priorities is implied 

· is minimally involved, targets are truly led and owned by others 

	
	Main Funder


	Catalyst
	Unclear
	Implied
	Minimal

	Global business and FDI
	
	
	
	
	

	KT and BERD
	
	
	
	
	

	Innovation and creativity
	
	
	
	
	

	Infrastructure
	
	
	
	
	

	Enterprise
	
	
	
	
	

	Skills
	
	
	
	
	

	Competition and bus reg
	
	
	
	
	

	Transport
	
	
	
	
	

	Physical development
	
	
	
	
	

	Employment
	
	
	
	
	

	Climate change and energy
	
	
	
	
	

	Sust cons and prod
	
	
	
	
	

	Natural resources and env
	
	
	
	
	

	Sustainable Communities
	
	
	
	
	


Possible future pattern
	
	Managing Delegation


	Catalyst
	Minimal

	Global business and FDI
	
	
	

	KT and BERD
	
	
	

	Innovation and creativity
	
	
	

	Infrastructure
	
	
	

	Enterprise
	
	
	

	Skills
	
	
	

	Competition and bus reg
	
	
	

	Transport
	
	
	

	Physical development
	
	
	

	Employment
	
	
	

	Climate change and energy
	
	
	

	Sust cons and prod
	
	
	

	Natural resources and env
	
	
	

	Sustainable Communities
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		Traffic light status

		‘Policy-on’ status



		Global business and FDI

		

		Challenging



		KT and BERD

		

		On track



		

		

		Deeply challenging



		Innovation and creativity

		

		On track



		Infrastructure

		

		Plans in place, funding an issue



		Enterprise

		

		On track



		Skills

		

		On track



		Competition and bus reg

		

		Deeply challenging



		Transport

		

		Plans in place, funding an issue



		Physical development

		

		Status uncertain



		Employment

		

		Deeply challenging



		Climate change and energy

		

		Deeply challenging



		Sust cons and prod

		

		Challenging



		Natural resources and env

		

		Status uncertain



		Sustainable Communities

		

		Status uncertain






