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SOUTH EAST ENGLAND DEVELOPMENT AGENCY’s  

RESPONSE TO The South East Plan
Introduction

This paper is SEEDA’s formal response to the Consultation Draft of the South East Plan, agreed by the Board at its meeting on 17 March 2005.

The Board has considered the emerging South East Plan on three occasions: a preliminary discussion around the Executive Summary of the draft Plan in January, with the Chairman and Chief Executive of the Assembly at the February meeting, and this detailed response at the March meeting. 
The approach SEEDA has taken about framing its response is to concentrate on those matters which are of particular relevance to SEEDA’s responsibilities.  We look to the South East Plan to provide a clear spatial context for the Regional Economic Strategy (RES), to reflect what the current RES says, and to enable a review of the RES to be undertaken within a well defined and mutually supportive framework.  It is not necessary or appropriate for SEEDA to comment on every single aspect or policy of the Plan as these are outside our primary interests as a Regional Development Agency (RDA). Therefore, SEEDA’s response to the Assembly at this stage is limited to just a number of main issues.  

In order to inform this response, external advice has been commissioned from consultants Deloitte, especially an analysis of housing growth options along with the key assumptions underpinning them, as the heart of what the Consultation Draft contains.  A short summary of this advice is included with this response as Appendix 1. 

General considerations

Before looking at the main issues, there are a number of general points of comment that SEEDA makes about the South East Plan.  

· First, the Assembly is to be congratulated on having produced the document in such a short time.  Preparing a comprehensive planning framework for the region within the context of new and untried legislation is no mean achievement.  

· The key test for SEEDA is how well the plan reflects the RES, and provides a satisfactory basis for the roll forward and review of the RES.  At present, the spatial elements of the Plan are weak, it does not provide a basis for identification of strategic employment sites, for example, and indeed is somewhat dismissive of the concept of SMART growth as the cornerstone of the current RES.  It contains just four policies on the regional economy, compared with seven looking at tourism, which themselves need some revision to bring them up to date generally and into a better balance with the policy expression elsewhere in the document.  

· The Consultation Draft as a whole contains too many policies, many are too long, too general, are statements of intention rather than actual policy and too discursive.  For the Plan to properly provide a strategic context for those who need it, fewer, sharper and better crafted policies would be much more helpful – for example, specific policies to support rural areas and technology-led productivity growth.  There is no need to include policies which simply repeat what is already Government policy available to Local Planning Authorities, or are well within their competence as part of the preparation of Local Development Frameworks.

· A healthy and sustainable region with a high quality of life requires even higher productivity growth than yet achieved; a concordat to deliver the necessary infrastructure for existing and new communities; and employment growth to support and be supported by new and affordable homes. Implementation, delivery and infrastructure are key considerations, very well reflected in the Chairman’s foreword to the Plan, but rather less purposefully carried forward into the mainstream of the document itself.  The relative success of the region in seeing major investment recently which can be capitalised upon must also be recognised: CTRL is of course the obvious example.

· There is a very welcome recognition of the need to ground the implementation of the Plan firmly in who is responsible for delivery, and the resources available for doing so.  The Implementation Plan at present is at a very early stage, and is one of the areas where further work is underway, including active involvement of SEEDA to help design appropriate delivery mechanisms.  This is important, because as currently set out, there is very little recognition of the role given to SEEDA in implementation. 

· The Plan at present seems selective in how it supports some aspects of Government policy, but not others.  In particular, the Plan reflects the Assembly’s views about airports policy for the region, which is not Government policy as expressed in the recent Aviation White Paper.  The Consultation Draft makes it clear that the Assembly continues to challenge the Government’s decision to provide for a third runway at Heathrow and the possibility of a second runway at Gatwick.  Whilst it is reasonable to acknowledge the uncertainties until the detailed technical work in hand by both Government and BAA to test the practical feasibility of these proposals at Heathrow and Gatwick is complete, it is not acceptable to decline to consider the planning and development consequences until a future review of the South East Plan.  In this regard, the Consultation Plan could be argued as not being compliant with Government policy; these uncertainties need to be faced and their implications considered.  

· The adequacy of the options being consulted upon is a major concern.  One of the main requirements of the new regional spatial strategies is that they should be much broader in scope than just land use considerations.  It is therefore a pity, as the consultation document itself acknowledges, that housing numbers are used as a proxy for expressing choices about the scale and location of new development.  This means that the debate has quickly concentrated on just one aspect of the Plan, albeit a central one. It is difficult to see from the three levels of housing completions per annum put forward, and the two options for distribution, what the real differences and choices are for component parts of the region, and especially the requirements for different levels and types of infrastructure.  The transport policies, themselves carried forward from the Regional Transport Strategy approved by the Secretary of State in July last year, exist almost in isolation from the spatial strategy and have no particular relationship to the growth and distribution options.  It is therefore not at all clear whether a different transport pattern is required, or whether these options are simply very fine variations on a given transport system.

· Finally, we strongly support ambitious targets for productivity, for infrastructure and for new jobs supporting existing and new communities. However, all the uncertainties around delivering the assumptions in the draft Plan point to the need for more, not fewer, homes if existing standards of living across the region are to be maintained and improved. 

Main Issues

(1) 
Relationship between the South East Plan and the Regional Economic Strategy (RES)

Government Guidance in PPS11 states that “The RES, the Regional Spatial Strategy (RSS), which includes the Regional Transport Strategy (RTS), and the Regional Housing Strategy (RHS) are major regional strategies and each have implications for the economic development of the region. They should be mutually reinforcing.” The guidance goes on to recommend that these strategies be aligned with each other. Indeed, the RES is the only other regional strategy to have a statutory basis.  Section A1.3 of the Consultation Draft states that the role of the Plan is to provide a spatial framework, which is quite correct, but the particular relationship between the Plan and the RES is understated, and indeed rather questioned in section D2.

SEEDA Response:

The role of the South East Plan in providing the spatial context for all other regional strategies is welcomed.  But SEEDA considers the particular relationship between the South East Plan and the RES is not fully recognised, both in terms of the existing RES providing an economic input to the Plan, and the final version of the Plan itself providing an adequate context for the forthcoming review of the RES.  SEEDA intends to review the RES over the next year, and will therefore expect the version of the South East Plan submitted to Government for approval to be more explicit in the spatial dimensions within which the RES review will need to be developed.

(2)     Level of Growth

The Consultation Draft subscribes to an economic growth scenario of an annual average of 2.99 per cent Gross Value Added (GVA), which is broadly consistent with the RES and is therefore supported.  In order to sustain this level of economic activity we have calculated the requirement for about another 800,000 jobs in the region as a whole over the Plan period.  In order to test the consequences in terms of housing numbers at the regional level, SEEDA commissioned consultants Deloitte to provide advice, and a summary of this is attached.  Three scenarios are presented, which explore what levels of productivity growth would be needed to reduce the need for this level of employment growth, and the consequential shortfalls in labour for the three levels of housing growth being consulted upon.

On the assumptions regarding productivity growth and reductions in economic inactivity underpinning the Consultation Draft, an indicative housing build rate of about 48,000 dwellings per annum would be needed to provide fully for the forecast job requirements.  If very demanding assumptions are made about productivity growth and reductions in economic inactivity (scenario 2) an annual build rate of 34,800 is implied; but these assumptions appear to be at the extreme limit of what is credible.

If we plan for lower build rates, we face either increased commuting over longer distances for those employees who have a restricted choice in the housing market (key workers, lower wage earners and first home buyers), or a slow decline in GVA growth below the 2.99 per cent target. This is a basic, but very stark choice to be made and the implications of the latter for the health and quality of life across the region are not explored.

The delivery of housing as implied by options 1 and 2 in the Consultation Draft, (25,500 and 28,000 dwellings per annum) would also have direct implications for affordability.  The lack of affordable housing is a barrier to labour market mobility already, and particularly for the public sector this is a deterrent to recruiting into vital public services. An increasing number of households lack any means or prospect of securing market access to housing in the region. The growing gap between the South East regional average income and the average income needed to purchase a property (£29,000 average regional earnings compared with £54,000 earnings needed to buy the average home) is increasingly threatening the sustainable development of the South East economy.  Higher house prices are also acting as a barrier to in-migration from less economically prosperous regions – although they do not constrain the majority of in-migration, which is from more affluent communities of London. Both lead to more and longer distance commuting.

For these reasons, SEEDA’s view is that to provide for continued economic growth at an annual level of 2.99 per cent, an annual average of 32,000 homes is at the lower end of the range needed, and that the higher figure of around 36,000 homes per annum (close to that considered by the Assembly’s Planning Committee at the end of last year) is justified.

However, these are top down projections, without a policy perspective, or a bottom up or sub regional analysis of recent completion rates and future land availability potential.  It should be recognised that current delivery is 28,300 dwellings per annum (2003/04).  This is the first year that the target set by current Regional Planning Guidance for 28,000 dwellings per annum has been met, and at no time over the past 18 years have annual housing completions ever exceeded 29,000 dwellings.  Even the highest target being consulted upon of 32,000 dwellings per annum would take some time to achieve in the light of this experience, and a significantly higher target than that is only practical for the second half of the plan period as the development industry and planning system would take time to respond.  

SEEDA  Response:

In terms of the level of growth, SEEDA’s view is that housing completions of the order of 36,000 per annum are justified in order to support the regional economic growth forecast of 2.99 per cent GVA per annum.  However, in view of the practicalities of substantially increasing housing completions beyond recent levels, it is suggested that 32,000 dwellings per annum is taken as the target for the Plan to 2011, rising to 36,000 dwellings per annum thereafter to 2026.  Given the uncertainties, this should be subject to periodic review, advised by the regular RES review process
(3)
Distribution of Growth


The provision of two basic development propositions (i.e. continuing the existing approach contained in RPG9, or concentrating on regeneration areas) is of course a simplification of the spatial and economic realities and disparities of the region. 

The Consultation Draft rightly argues that the economic potential of the region needs to be maximised.  As the Plan looks towards 2026, it must give full weight not only to those parts of the region that are planned to grow as a consequence of the Sustainable Communities Plan, but also to those which have economic potential to do so in the future.  Urban South Hampshire is a sub region which has particular opportunities and aspirations in this regard.

If the sharper focus option is followed, the question arises how areas not so designated are to be treated. Because of the low overall housing figures, the very low housing growth numbers for most of the residual areas are below current completions. For this reason alone we feel unable to support this, otherwise possibly more logical, option.

The Consultation Draft does not seek views on the spatial distribution of growth, i.e. including the feasibility of redressing the existing imbalance between the eastern and the western part of the region, shifting growth towards the east. The indicative scale of development as illustrated in maps C1-C6 consistently shows a significant higher growth in the west, particularly in the Western Corridor and Blackwater Valley. This issue is further discussed below.

SEEDA Response:

In terms of the two distribution options, SEEDA prefers a continuation of current patterns of growth to satisfy short term demand in the west and to sustain the economic performance in this part of the region over the medium to long term. In addition, a stronger focus and pro-active policies are needed to foster greater growth in the east of the region, and to generate a strong economic performance in the three Growth Areas designated in the Sustainable Communities Plan, and in any new growth areas.  The potential of Urban South Hampshire as a sub regional growth area is also fully supported.

(4)
Appropriateness of the Economic Policies

The Consultation Draft appears to question SEEDA’s current programme emphasis throughout the region as expressed through Area Investment Frameworks which cover approximately 40 per cent of the region.  The Plan suggests a much more focused approach by concentrating on the most deprived wards in the region. If this approach is accepted and becomes statutory guidance, this could have substantial implications for the geographic expression of SEEDA’s own regeneration programmes, currently supported broadly by many stakeholders and reflected in our new Corporate Plan.

The Consultation Draft needs to reflect the principles and activities detailed in the RES. The economic policies RE1 – RE4 provided in this first draft of the South East Plan are inadequate as a coherent alignment of the strategic planning context and the RES, or as a basis for SEEDA to revise its Regional Economic Strategy next year.  

The combination of economic and tourism policies in one single section is unbalanced, as it gives a much greater weighting to tourism policies. 

SEEDA Response:

The evidence for and proposed changes to regeneration priorities and geographic focus advocated by the Consultation Draft need to be better understood, as these could have substantial implications for future programmes operated by SEEDA, and for existing policies supported by stakeholders and partners in the RES.

The economic policies are inadequate as they do not reflect the width of economic issues that have a direct and indirect impact upon the spatial distribution of people, economic activities and land use in the region. 

The Consultation Draft questions SEEDA’s advocacy of SMART growth to achieve productivity gains. As the South East already has the highest absolute level of productivity and the fastest rate of productivity growth in the UK, it is indeed a challenge as to how much more this can be improved to achieve the Plan’s aspirations to reduce the need for further land. But a more rounded understanding of smart growth is required to underpin the Plan, and SEEDA has committed to work with the Assembly to develop this understanding in the coming months.

 (5)
Coherence of the Consultation Draft

It would be beneficial if the Plan could clearly distinguish between the vision and the strategy, and the resources available for implementation. 

The Plan does not yet relate the major elements of resources available to the region to the options for levels and distribution of housing and economic activity.  This is particularly so with transport, where the priorities for road and rail schemes must be different according to which development pattern is chosen.  There is also a need to raise the potential of demand management including charging, as does the RES, in helping to maintain economic growth without necessarily exacerbating congestion and needing more infrastructure as the solution. 

PPS 11 specifies the need for a spatial diagram. This is missing in the first draft. Whilst a number of other maps are produced, it is impossible to correlate these into one vision diagram. The closest would be a combination of map CLM1, NRM3, NRM1, T2 and CC1. 

SEEDA Response:

The overall structure of the Consultation Draft does not provide a clear picture of the Vision, the Strategy and Implementation.  It may be useful to provide a short vision of the spatial distribution of socio-economic functions across the region by 2026, and then to elaborate this in the form of a strategy and implementation schedule of how and when the region will get there.

The realisation of the eventual development strategy in terms of the level of resources available to implement it needs to be demonstrated, and especially the relationship with the transport priorities must be clearly established.

The lack of a spatial diagram needs to be addressed, using map T2 as a good basis from which to work, and also including a strategic corridor along the south coast.

(6)
Inconsistency of the Spatial Vision

It is not clear from the Consultation Draft what the spatial vision of the South East Plan is.  In section A, the vision of “The Healthy Region” is introduced whereas in section C three different strategic options are outlined. All of those relate predominantly to housing figures which are then combined with two policy options (continuing existing policy, and sharper focus). 

SEEDA Response:

The spatial distribution of functions across the region (geographical locations) and time (phased implementation) is unclear, and needs to be much more consistent in conveying priorities. 

(7)
East-West Imbalance

The knowledge-based economy is currently concentrated in the West of the region, largely as a consequence of the number of universities and research centres being located there. A fundamental spatial planning question is whether this “imbalance” should be redressed or not.  

Under all six options, the highest housing growth is proposed for the Western Corridor and Blackwater Valley, where there is currently an imbalance between jobs and housing. Providing for this growth is essential in the short term to underpin the economic potential of the area, but thereafter without substantial infrastructure improvements growth will become increasingly difficult to implement.

By contrast, Thames Gateway Kent needs substantial economic development to support the potential for housing growth there in the long term. In this location, there is cheaper and more plentiful land and the ability to capitalise upon improved infrastructure (CTRL and Ebbsfleet station and Cross Rail in the short term, and a possible Lower Thames crossing in the long term).  It is recognised that land availability is only one part of the equation, and the capacity and willingness of the development industry to respond is equally crucial.

SEEDA Response:

The Consultation Draft does not provide adequate policy guidance to address crucial investment and socio-economic issues relating to regional disparities and the imbalance between economic growth in the Western and Eastern parts of the region. Sustaining GVA growth, housing provision, transport infrastructure and skills are inextricably linked and fundamental to successfully implementing the RES. The Consultation Draft as it stands does not appear to provide the framework and targets to allow for substantial long term regeneration and growth in the Thames Gateway. 

(8)
Brownfield Sites and Greenfield Land

The Consultation Draft proposes to achieve 60 per cent of all new development on previously developed land.  In practice, the region as a whole is already achieving over 70 per cent.  Although this policy is therefore supported, it needs to be questioned whether enough brownfield sites are available on a continuing basis and also if their location is sustainable for new development, i.e. in terms of public transport access or availability of other infrastructure. 

SEEDA Response:

There appears to be an optimistic view of how much of the development proposed for the region can be achieved on currently or foreseeable available brownfield land, and this therefore requires close monitoring.  Some low grade agricultural land, low use and derelict land and land in the immediate vicinity of transport hubs of regional and national significance may need to be exposed to a much closer and more detailed examination of their better use for development. 

(9)
Implementation 

Implementation is a key and very welcome requirement of the South East Plan, though the Implementation Plan itself is at a very rudimentary stage.  Many delivery mechanisms as well as delivery agencies, including SEEDA, are not mentioned in the current draft. 

This is the subject of continuing further detailed work, and SEEDA therefore looks forward to a comprehensive version of the Implementation Plan.

SEEDA Response:

SEEDA strongly supports the preparation of implementation and delivery arrangements for the South East Plan as required by the legislation, and will comment fully on a comprehensively developed Implementation Plan when this is ready.

4 April 2005
SEEDA’S RESPONSE TO THE SOUTH EAST PLAN

APPENDIX 1

THE REGION’S ECONOMY AND HOUSEBUILDING PROJECTIONS

1.
Headline Results

Following verification by SEEDA staff, the following scenarios have been developed by Deloitte using the Experian Business Strategies economic forecasting model (i.e. the model used to generate economic forecasts supporting the South East Plan Consultation Document).  All are based on achieving an average annual growth in GVA of 2.99 per cent to 2026.

	
	Baseline – as used in South East Plan
	Scenario 1 – 

Active Policies
	Scenario 2 – Maximum Effort

	Average annual productivity growth (%)
	2.27
	2.32
	2.39

	Total employment growth (full time equivalents)
	805,000
	772,000
	712,000

	Labour shortfall with a build rate of 25,500 p.a.
	381,000
	336,000
	155,000

	Labour shortfall with a build rate of 28,000 p.a.
	339,000
	294,000
	113,000

	Labour shortfall with a build rate of 32,000 p.a.
	273,000
	227,000
	46,000

	Build rate required for a balanced labour market
	48,000
	45,500
	34,800


2.
The Scenarios

Baseline – this has now been thoroughly tested and is judged to be a reasonable baseline.  The rate of productivity growth, which is slightly lower than the recent trend of 2.32 per cent per annum, reflects structural changes in the region’s economy away from manufacturing to services (which record measurably lower productivity rates).  Even at a level of 2.27 per cent per annum, this translates into an overall increase in productivity from £39,000 per worker in 2005 to £62,500 per worker by 2026 (at constant prices).  This would be no mean achievement, bearing in mind that the South East already has the ninth highest productivity growth rate of all European regions (at this rate productivity levels in the region are expected to be the ninth highest in Europe by 2015 from a current ranking of 17th). Employment growth projections in this scenario assume that economic activity rates will rise to bring an additional 50,000 residents into employment. This implies an increase in economic activity rates from 83 per cent (already the highest in the UK and Europe) to 85 per cent.

Scenario 1 – this scenario reflects what might be achieved by focusing the region’s efforts on challenging but achievable gains in the fields of productivity and economic activity.  It assumes that concentrated action on research and development, innovation and productivity maintains the current average yearly productivity improvement despite the structural shift towards less productive service sectors.  It also assumes that all those who are economically inactive but relatively well skilled and ready to return to work (65,000 existing residents in all) are brought back into employment.

Scenario 2 – this scenario is at (and is quite possibly beyond) the upper limit of what could be achieved with concentrated action by all relevant partners and with major innovations in public policy.  Over the course of the Plan period, productivity growth improves progressively to average 5 per cent above current levels, implying in effect that the South East becomes one of the top handful of European regions in terms of productivity by 2026.  Major efforts to bring more challenging groups of economically inactive residents into employment are assumed to succeed, with a total of 265,000 additional residents finding employment.  Specifically:
· The number inactive due to childcare or other care commitments would fall by one third from 295,000 to 190,000

· The number inactive due to long-term sickness or disability would halve from 160,000 to 80,000

· The number inactive due to early retirement would fall slightly from 75,000 to 60,000

· The only other groups remaining inactive would be full time students and those who are temporarily sick or injured.
This implies lifting the region’s overall economic activity rate to almost 90 per cent, a rate never yet achieved in any regional economy anywhere, and significantly higher than anything yet achieved in any part of the South East.

3.
Could We Go Further?
It is frankly not credible to push assumptions on productivity or employment growth further than this.  For example:

· If every sector in Kent, the Isle of Wight and East Sussex (the lagging areas in terms of productivity) were to catch up and match the region’s average productivity levels by 2026, the average annual growth in productivity across the region would not be more than 5 per cent higher than the current baseline projection;
· If all parts of the region were to increase economic activity rates to match the highest current rate (i.e. the Thames Valley), this would deliver less than half the overall improvement in economic activity assumed under Scenario 2.
4.
In-Migration
Currently, 41,000 people per year migrate from London to the South East.  Of these, 15,000 commute back into London.  As a group, in-migrants from London are significantly better qualified than the South East’s indigenous labour force, and are therefore well-equipped to compete in the region’s labour and housing markets.  If housing supply were constrained in an attempt to deter in-migration, the results would be perverse.  There is every reason to suppose that in-migrants from London would compete successfully for available housing at the expense of less well qualified South East residents, and that house prices would be pushed up further.  This would only worsen problems of affordability and availability for existing South East residents.

5.
Off-Shoring
There is no doubt that offshoring - the process by which businesses move parts of their operations overseas – will continue to be a significant feature of the region’s economy.  Indeed this is an established mechanism by which businesses move up the value chain, and is a significant factor in explaining why manufacturing employment in the region has declined by 140,000 since 1984 while gross value added in manufacturing has remained broadly constant.  Although this implies changes in the composition of the workforce (with a loss of some lower skilled jobs and an intensifying need for upskilling), the overall effects on regional productivity and value added are certainly positive.

However it would be incorrect to subtract the gross job losses expected due to offshoring from the outputs of existing economic forecasts, since these losses (together with their substitution by higher order activity and jobs) have already been factored into the baseline forecasts underpinning the South East Plan.  There is a debate to be had regarding the extent and distribution of offshoring, but it should be disregarded as a driver for significantly reducing overall demand for labour and housing within the region.

6.
Is a Lower Rate of Economic Growth a Viable Option?
Modelling the effects of lower growth rates demonstrates the choice SEEDA has posed between sustainable growth or decline.  For example, if growth in GVA was constrained to an average of 2 per cent per annum over the Plan period:
· The region’s GVA would stand at £206 billion by 2026 (ie £43 billion or 15 per cent less than under the 3 per cent growth scenario.
· Overall employment growth to 2026 would fall to 113,000 additional full-time equivalent jobs (compared with a growth of 805,000 jobs under the 3 per cent growth scenario).
· Given the projected growth in the economically active population, this would imply an unemployment rate of 7 per cent by 2026, compared to around 2 per cent unemployment under the 3 per cent growth scenario.  As a rough estimate, this would imply an additional 400,000 unemployed South East residents.

· Assuming current fiscal policies, the region’s net contribution to the National Exchequer would certainly decline substantially from its current level of around £17 billion.
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