SEEDA AREA INVESTMENT FRAMEWORKS

REVIEW OF THE PILOT PHASE (JULY 2002)

1. What is an Area Investment Framework?

1.1 An AIF is a tool to determine the most effective way of deploying resources in a particular area.  An AIF is neither a partnership arrangement nor an economic development strategy.  It is complementary to an established economic development strategy that sets development priorities for a locality.  An AIF concentrates on the financial and spending plans of the main organisations that will have a stake in implementing a strategy.  

1.2 It is important to emphasise that whilst an AIF is an analytical tool, the end product of the process must be a practical plan of action and activities to enable the negotiation of funding contributions and the development of programmes and projects.  

2. Background to Area Investment Frameworks

2.1 The preparation of Area Investment Frameworks is an initiative set out in the World Class Communities and Renaissance chapter of the Regional Economic Strategy (1999). 

2.2 At the time the RES was produced there was no shortage of initiatives and programmes run over the past 20 years or so, targeted at urban areas.  The challenge was to make the connections between these existing programmes and to adopt an area based approach.  The AIF concept was not necessarily a new or original idea.  The Local Government Association had promoted the New Commitment to Regeneration with a number of pilot local authorities (including Southampton in the South East).  

2.3 However, whilst initiatives such as the New Commitment to Regeneration concentrated on public sector expenditure between local and central government, the AIF concept extends this by embracing all expenditure from all sectors, and at regional as well as local and central levels.

2.4 As put forward in a short note in 1999, an AIF is intended to cover the maximum amount of data on investment in a defined area, and typically would cover matters such as: 

▪ Regeneration 


▪ Social Inclusion

▪ Housing 



▪ Health 

▪ Employment  


▪ Crime

▪ Competitiveness


▪ Community and Capacity Building

▪ Innovation


▪ Transport

▪ Skills 



▪ Other Infrastructure

2.5 The first pilot AIF in the region was carried out in Southampton by the City Council, and funded through part of the SRB 5 programme.  A second round of pilot AIF’s were similarly funded through SRB6, and covered:

· Thames Gateway Kent 

· North East Kent 

· Coastal East Sussex with phase 2 proposed for Hastings

· Isle of Wight.

Most of the pilot AIFs have been completed by April 2002, and this review therefore draws upon a substantial degree of experience.

3. Area Investment Framework Pilot Programme 

3.1 Partners progressing the 5 AIF pilots have not adopted a standard approach; the purpose of the pilots was to test different approaches.  Issues to be explored included:

· ownership of the AIF;

· content;

· data gathering and updating; 

· optimum geographical coverage.  

The next sections summarise the key features of the pilots. 

East Kent

3.2 The AIF covers the administrative districts of Canterbury, Dover and Thanet.  Core partners to the AIF are the 3 District Councils, Kent County Council and Pfizer.  The partners had worked together previously on the Sandwich Corridor Strategy (1998) and the Canterbury Triangle Vision Statement (1999).  The area also covers the Kent Coalfield programme. 

3.3 Consultants Arup Economics and Planning were appointed in January 2001 to prepare the AIF in collaboration with partners.  The approach adopted covers 4 principal elements:

1. Socio-economic baseline review – identifying the main areas of need and opportunity at ward and district level.  Data on a wide range of indicators was collected but primarily using published central government statistics.

2. Audit of investment – providing an overview of the levels and distribution of public, private and voluntary sector investment.  The Kent Public Service Agreement provided an important source of information on mainstream funding.  Information was also drawn from individual authority’s Best Value Performance Plans.  A postal questionnaire provided information on a sample of business investment.  Although the latter provided information on issues facing business it was felt to be less useful in terms of investment information. 

3. Workshop sessions – two workshops sessions with stakeholders were held covering 4 topics.  These were used to provide context and practical experience in the interpretation of the data and also sought to identify priorities for investment. 

4. Final report – including a framework agreement that summarises issues and a proposed response in terms of priorities, targets, actions to achieve these and potential organsational arrangements.  

3.4 The AIF covers 5 main areas plus cross cutting themes:

· Economy & employment

· Education & skills

· Housing & other development

· Health

· Community safety 

· Cross cutting: transport & access, equal opportunities; information & communications.

3.5 The AIF has identified needs and investment at both a localised (ward) and larger (East Kent) spatial area.  However, it is acknowledged that the AIF is primarily strategic in its approach.  To take forward the AIF an East Kent Area Strategic Partnership has been established with an enlarged membership.  Since completion of the final consultant’s report the partnership is developing a detailed Action Plan.  LSPs have been established in the 3 local authorities and these are seen as responsible for progressing projects at the local level.  

East Sussex Coast

3.6 The East Sussex AIF stretches along the coast from Newhaven through to Seaford, Eastbourne, Bexhill and Hastings.  Consultants Business Strategies Ltd were appointed to work with the Coastal Renaissance Partnership to produce the AIF.  Whilst individual authorities had worked together, the Coastal Renaissance Partnership came together through a Round 6 SRB bid specifically to look at developing a strategy and investment framework for coastal East Sussex.  Partners included the district councils of Eastbourne, Lewes, Wealden, Hastings, Rother, and the East Sussex County Council.

3.7 The approach has centred on the development of two statistical or econometric models for capturing present and future, actual and possible, investment flows in the area.  One of the models looks at the entire coastal strip, the other at Hastings and the coastal wards of Rother.  The input-output models look at how much spend is needed to close the performance gap between the coastal strip and the rest of Sussex and the region.  It is acknowledged that the model produces a very broad-brush approach, not easily translated to individual projects.  Development of statistical modeling was used to ensure a more lasting legacy that could continue to be updated and inform priorities.  The East Sussex AIF also sought to benchmark the area against comparator areas in Sussex, the South East and UK.

3.8 The other key features of the AIF were an audit of the public investment and a socio-economic audit providing background to that investment.  The latter used both national statistics and local survey information, some undertaken specifically for the AIF.  Investment analysis focused upon 6 areas:

· transport

· property

· skills

· ICT

· environment

· business support

3.9 The second phase of the East Sussex AIF was to look at how the model can be practically applied in Hastings, and discussions are currently underway to scope a work programme.

Isle of Wight

3.10 Whilst initial survey and strategy work was well advanced on the Isle of Wight through a range of studies, formal work on the AIF started in January 2002, coordinated by the Isle of Wight Partnership.  

3.11 The AIF is intended to outline a profile of public and private investment and recent trends in investment and the implications of this for future strategies.  The AIF will also enable thematic and geographic priorities to be identified for targeting future investment. 

3.12 As with East Kent, Arup Economics and Planning have been engaged, working jointly with staff from the Isle of Wight Partnership who are providing the statistical and investment analysis.  Key stakeholder interviews have been used to identify priority issues and these are being tested through workshop sessions.  As with East Kent a draft framework will be produced from which more detailed action planning can be developed.

3.13 The timing and geography of the AIF has enabled the emerging Local Strategic Partnership to be engaged from the start in producing the AIF.  It is intended that the AIF process will be used to develop and build the LSP.  

North Kent

3.14 The North Kent AIF encompasses Dartford, Gravesend, Medway and Swale and seeks to set a vision over a 20-year period.  The AIF was commissioned by the North Kent Gateway (SRB) Partnership and produced by the Thames Gateway Kent Partnership Board (TGKP). 

3.15 The North Kent AIF is much the largest geographically of the pilots and is also part of an area of regional and national importance in terms of regeneration – the Thames Gateway.  The AIF focuses on the four ‘Zones of Change’ identified by the Government as priorities for development for the Thames Gateway.  The AIF sets out development priorities for each of these zones together with cross cutting priorities.  

3.16 The AIF is very much a strategy document and this is reflected in the investment analysis.  The AIF examines the sub-region’s potential for growth (employment and population) and development based upon bringing forward key investment sites.  It presents a broad-brush analysis of existing investment in the sub-region and estimates the total gross public and private sector investment (a total of £11.6 billion of public investment) required over a 20-year period to achieve the partnership’s objectives for growth.

3.17 Using the level of projected growth identified, the AIF then presents priorities for investment to accommodate this organised around 6 themes:

· public transport infrastructure

· town centres and renaissance

· environment

· learning

· promoting competitiveness, innovation and broadband

· developing sustainable communities.

This process enabled the partnership to identify 27 priority projects.

3.18 The AIF was developed through a ‘bottom-up’ process, with consultants used selectively to support this process.  A broad based network of local agencies developed the AIF, organised around 5 working groups: 

· Economy

· Skills & Education

· Health

· Infrastructure/Transport/ Environment

· Community Engagement

Medway and Kent County Council produced data required for the statistical baseline analysis and provided projections.  

3.19 The next steps identified by the TGKP are for partners to develop an implementation strategy and detailed action plan, again using working groups of local stakeholders.  The importance of engaging and working with the Local Strategic Partnerships has been highlighted.   

Southampton

3.20 The AIF was commissioned by Southampton City Council and covers the city as a whole, plus key sites and developments in adjoining authorities.  Consultants SQW were appointed to produce the AIF.  The brief was to provide a baseline covering economic and social trends and investment plans and opportunities that could then be accessed by public and private sector organisations considering investing in Southampton.  As part of the AIF process, two introductory seminars were conducted with stakeholders.  A survey of 240 of Southampton’s largest businesses was also conducted.  The end product of the approach adopted is a complex database capable of generating reports at citywide, sub-area and ward level.

3.21 The socio-economic baseline database enables social economic and environmental conditions across the city to be mapped in order to assess the relative levels of need for investment.  

3.22 The investment database contains investment information from 25 public bodies and the investment associated with 108 major projects, obtained through questionnaires and interviews.  Information on 144 selected businesses was also obtained.  The investment data looks at one financial year (2000/2001).  

3.23 The information obtained was analysed against the 16 ‘City Strategy’ themes and area profiles produced under the following headings:

· Population characteristics

· Deprivation

· Economic participation

· Health & housing

· Crime

· Education & training

· Transport & access

3.24 The database enabled investment plans to be mapped against statistical information on need/deprivation and from this ‘misfits between identified need and current investment to be identified at ward level.

3.25 The initial study findings are a starting point, providing a tool for planning and investment decisions.  The Local Strategic Partnership is identified as a mechanism for taking the work forward.  Since the original research concluded, work is underway to develop a community plan for Southampton led by the Local Strategic Partnership.  

4. Developments since the original concept

4.1 The AIF concept was originally developed as part of the RES process in 1999, and since that time there have been a number of important developments that need to be considered in extending the AIF process to other areas and refining the work the pilots have covered.

Local Strategic Partnerships & Community Strategies

4.2 A shift in Government policy followed the 2000 Comprehensive Spending Review and in particular the Government Intervention in Deprived Areas (GIDA) review.  This recognised that successive phases of area-based intervention had failed to reduce inequalities.  The Social Exclusion Unit also highlighted the proliferation of Area Based Initiatives (ABI) and the need for actions to address deprivation to be embedded in mainstream service delivery.  The Unit’s work culminated in the Government’s Neighbourhood Renewal Strategy Action Plan and Neighbourhood Renewal Funding, the Urban White Paper and the community planning requirement placed on local authorities.  Critically, the Government introduced Local Strategic Partnerships to achieve co-ordination at the local level.  These initiatives have shifted the balance between main programmes and ABIs, with the co-ordination of agency activity and budgets receiving greater prominence. 

4.3 Whilst New Deal for Communities and Neighbourhood Management pathfinders still retain elements of area based special funding, there is more of an emphasis on mainstream public services delivering targets for improvement in the most disadvantaged neighbourhoods.  The Government has also used Public Service Agreements (PSA) to reinforce this message.  These are established targets to which Government departments are committed and which place neighbourhood renewal at the heart of departmental agendas.  This process has been cascaded down and is reflected in the PSA targets of public agencies, including RDAs. 

4.4 The practical guidance coming from the change in Government approach to regeneration serves to reinforce the AIF process. For example, Government guidance on community strategies requires a similar investment mapping and coordination process to that of an AIF, requiring LSPs to: 

“…carry out an analysis of their own expenditure, staffing, and skills in relation to the priorities and objectives identified by the strategy.  The deployment of both revenue and capital resources should be examined to determine whether, considered jointly, they are being used in the most effective way.  The aim should be to establish where there are gaps, overlaps or contradictions in resource use.” 

4.5 More recently, a major Government sponsored research project has concluded its review of area-based initiatives.  This continues to question the merits of ABIs rather than promoting closer joint working between mainstream service providers.  It also looks at the challenges facing multi-agency partnerships, many of which echo the AIF experience (Collaboration and Co-ordination in Area Based Initiatives, Final report to the Department of Transport, Local Government and the Regions, May 2002).

The Audit Commission has also concluded the first part of a two phase piece of work looking at the Government’s ‘New Commitment to Neighbourhood Renewal’.  The research focuses on the 88 areas prioritised in the ‘New Commitment’.  The first phase investigates whether the Government has done enough to prepare the way for the ‘New Commitment’ whether local partnerships are prepared for the emphasis on core budgets and services?  Do local services have the capacity to respond to the neigbourhood renewal agenda?  The second phase will look at how lessons from previous attempts to ‘mainstream’ regeneration can be applied to the delivery of the ‘New Commitment’ (Audit Commission Policy Focus: Neighbourhood Renewal 2002).

Regional Changes 

4.6 The changing Government agenda set out above has also been reflected in the roles and responsibilities of Regional Development Agencies. At the same time as the GIDA review the Government re-emphasised the role of RDAs as “exercising leadership in developing their regional economies.”  The economic focus of RDAs is now clearly reflected in the national Public Service Agreement for RDAs.  In return for greater financial flexibilities, RDAs must work within a 3-tier performance framework set by the Government.  This includes the agreement of regional outcome targets across 11 different areas (Tier 2 targets) and specific outputs targets used to measure progress (Tier 3 targets).  As with other agencies, meeting these PSA targets will increasingly be the focus for SEEDA investment.  

SEEDA Sponsored Sub Regional Economic Strategies

4.7 Area Investment Frameworks were intended to be complementary to an established economic development strategy that set the main priorities for an area.  Where these did not already exist, a part of the AIF work has been to set out the economic development programme relating to the AIF area.

4.8 Since the original pilot exercise SEEDA has sponsored the development of sub-regional economic strategies by the Region’s 11 Economic Partnerships.  These strategies address either individual Economic Partnership areas (typically on a County basis) or key economic areas lying within these areas (e.g. South Hampshire) or across partnership areas (e.g. Brighton – Gatwick).  

5. Lessons from the Pilot Phase

Underlying Strategy

5.1 Area Investment Frameworks were intended to look at the investment required to deliver an agreed economic strategy for the area being considered.  However, with the exception of Southampton’s City Strategy, the pilots did not have one single strategy covering the area.  Rather, there were a range of strategies either covering a wider spatial area (such as County based strategies) or with a different focus.  Many areas had both regeneration strategies and economic strategies plus a wider range of other strategies partners to the AIF process were either required or chose to produce.  The absence of a single strategy also meant that in many cases there was no common underlying baseline position providing a rational for objectives, outcomes and priorities.  Many of the AIF pilots therefore, have focused on drawing together strategic priorities and supporting baseline information as a necessary prerequisite to detailed joint investment analysis and planning.   

Ownership

5.2 SRB partnerships were asked to produce the pilot AIFs as SEEDA funding programmes at that time were an important factor in identifying delivery agents.  Whilst SEEDA has greater flexibility now in whom it asks to produce and AIF, there is no single model that can be applied.  The pilot process has served to reinforce the unique nature of partnership working in each case resulting from the particular geography, history and personalities involved.  This will need to guide decisions on the AIF rollout, although there are clear messages that can be given on the process for producing an AIF. 

5.3 The consistent message from the pilot AIFs is that the process of undertaking an AIF is as important as the final product.  The experience of the pilots is that the needs and interests of individual organizations as actual and potential stakeholders to the AIF need to be considered as part of the project development process.  Wide stakeholder engagement and commitment is key to ensuring access to the information required to produce an AIF; to secure ongoing commitments to implementing any follow up action; and critically to give the exercise legitimacy and accountability. 

5.4 Producing an AIF was seen as a useful process for understanding the different stakeholders e.g. the drivers of investment decisions, strategic planning and budget setting processes.  The process also gave a collective understanding of issues and agreement on the priorities. 

5.5 Perhaps the most significant development since the pilot process is the emergence of Local Strategic Partnerships.  If the AIF is to function as a tool for regularly reviewing investment priorities within an overall partnership strategy and structure, then there need to be clear linkages with the LSP and community planning process, especially as the tasks LSP’s are expected to carry out are so similar to the AIF model.

Data gathering and updating

5.6 In all cases, needs analysis featured strongly in the work to produce an AIF, and given equal if not greater weight as the investment analysis.  The expectation would normally be that this would have been undertaken as part of the strategy development process and would be a minor element of the process.  It may be that the issues around strategy, referred to above, led to the dominance of needs analysis.  Again, the process of community planning and the development of LSPs should assist the rollout, coming as it does with robust consultation on local needs. 

5.7 Where baseline needs analysis was undertaken, national datasets were used.  National data is clearly easier to maintain and gives consistent time series.  In most cases, analysis of some data to ward level was possible.  National data was generally supplemented by local information gained through workshops or existing specific studies.  The emphasis has been on statistical analysis of need, with less attention paid to identifying common outcomes partners wish to achieve, based upon the needs analysis and mechanism for evaluating impact.  However, the stronger emphasis on outcomes, both nationally and locally, since the pilot phase and the wider use of outcome based PSA targets should assist agencies to identify common outcomes.

5.8 The investment data collected by the pilot AIFs has tended to be current or historic i.e. there was very little information on planned expenditure.  There were universal difficulties in obtaining information and reasons for this include lack of time, agencies unwilling to prioritise the task, confidentiality and being unable to provide financial information in the format required.  Certainly, the original 5-10 year investment mapping envisaged at the start of the process now appears very ambitious, and a 3-5 year time horizon is more realistic.  Kent PSA targets provided a useful source of information with some scope for forecasting investment requirements.  Focusing on similar national frameworks (e.g. PSA targets, Best Value Reviews) appears a constructive way forward as many partners will be prioritising these in their work planning.  The roll out of PSA targets to all counties and unitaries should assist this process. 

5.9 Generally, the investment information contained in the AIFs was very broad.  The focus was on investment mapping rather than investment planning and none of the partners to the AIF process have reached the stage where priorities for SEEDA investment have been clearly identified.  There are very clear reasons for this.  The most obvious is the sheer scale and complexity of the task aligning budgets against the breadth of areas covered by an AIF, and  the depth necessary to identify gaps and from this agree projects and / or programmes.  This suggests that practically a more targeted approach to investment planning, closely tied to strategic priorities, may be required for the roll out of AIFs.  Developing inclusive planning processes will certainly be a complex and time consuming process, and highlights again the needs to work within the framework and timetable of the local LSP process, as they are required to adopt a similar approach. 

5.10 A number of the pilots highlighted a lack of discretion or ‘spare’ resources beyond existing statutory responsibilities to implement the action identified through the process.  The New Commitment to Regeneration pathfinders highlighted similar difficulties. 

Optimum geographical coverage

5.11 The majority of the pilots had a geographic coverage that crossed administrative boundaries, most notably in North Kent.  As well as influencing partnership processes, the geographical scale did influence the area of focus.  Sub-regional AIFs were concerned with issues of strategic infrastructure (such as transport and development sites) and relative regional economic position.  The partners recognised that much of the analysis and conclusions were strategic in nature, although specific issues for individual districts were also identified.  Small-area based disadvantage and neighbourhood regeneration was a stronger focus in Southampton (the only single authority pilot to conclude the first phase AIF analysis).  

5.12 The geographical scale does have important implications for SEEDA and its partners.  It raises questions about the extent to which area investment frameworks can be both outward looking, identifying investment to achieve regional and sub-regional economic goals, and inward looking to address the economic exclusion agenda of particular deprived wards (the focus for much of the current regeneration activity of the agency through the SRB programme).  

5.13 Creating a strategic framework that ensures a fit between plans across agencies and neighbourhoods and consistency with sub-regional and regional policy is the challenge.  This can be achieved through partnership working that draws together the South East Economic Partnerships (SEEPs) and the Local Strategic Partnerships and with this the community plan and sub-regional economic strategy processes.  This should ensure that the sub-regional agenda and locally defined priorities are mutually supportive, with the AIF setting out the resources for delivery.  

6. Conclusions

6.1 The pilot phase of the AIF programme has met its objectives in demonstrating the usefulness of the approach, and its flexibility.  It has been taken up enthusiastically by those partnerships contracted to do the work through the SRB 5 and 6 programmes, and at a stage when the future of SEEDA funding beyond the national SRB was very much under review.  The pilot phase has certainly demonstrated a purposeful methodology which can be adapted to different geographical scales, processes and partnership structures.

6.2 Perhaps the biggest challenge is to maintain the comprehensive of the approach and avoid the AIF being a “SEEDA” document, and a simple surrogate for the bidding approaches of the SRB programme.  The most successful AIFs have risen to the challenge of embracing investment streams for public, private and voluntary sectors, at local, regional and national levels.  The less successful versions have tended to set out a list of public sector projects in search of funding support, invariably from SEEDA alone, which limits the purpose of the approach.

6.3 The challenge now is to build upon the experience gained from the pilot phase in extending the programme to those regeneration priority areas in the region not so far covered – principally the Brighton and Portsmouth areas – and to develop all the pilot studies through action planning to a  reasonably common standard.  The accompanying best practice guidance note is therefore the next major step in this process.
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