REGIONAL GROWTH FUND

Guidance from the Industrial Communities Alliance on the response by member authorities to the government consultation on the Fund

The consultation

On 23 July 2010 the government issued a consultation on the Regional Growth Fund.  The consultation was issued jointly by BIS, CLG and the Treasury.  The deadline for responses is 6 September.

The consultation document can be accessed on the BIS website www.bis.gov.uk
The Regional Growth Fund

The Regional Growth Fund provides £1bn in public funding to promote private sector enterprise over the period to March 2013 (ie an average of £500m for each of the next two financial years).  The Fund is England-only, though the government says it “will encourage the Devolved Administrations to undertake similar action”.

The Fund’s stated aims are:

· To encourage private sector enterprise by providing support for projects with significant potential for economic growth and create additional sustainable private sector employment

· To support in particular those areas and communities that are currently dependent on the public sector make the transition to sustainable private sector led growth and prosperity

In the coming period the Regional Growth Fund is likely to be the main source of financial support from the Westminster government for regional development in England.  In effect, it replaces money from the RDAs and provides the funding for the new Local Enterprise Partnerships.

With this in mind, it is important that authorities aim to respond to the consultation to try to ensure that the details of the Fund are as favourable as possible to Alliance areas.  These efforts will be backed up by Alliance lobbyng in Westminster and Whitehall.
Targeting

The single most important point that needs to be made in response to the consultation regards the allocation of funding across the country.

RDA funding was not evenly spread across England, but favoured the least prosperous regions.  On a per capita basis, the RDAs of the North and Midlands often received three or four times as much as those in the most prosperous parts of the South.  This distribution of funding reflected economic need.

The new Regional Growth Fund is intended to be available to all parts of the country.  Whilst the consultation refers to the need to “support areas that are currently dependent on the public sector”, there are currently no specific plans for geographical targeting.

The key point that ideally needs to be made by Alliance authorities is therefore that:

· The Regional Growth Fund should be strongly targeted on the part of the country with the greatest economic needs, rather than spread thinly across all areas
Given that the Fund will replace RDA monies, it would not be unreasonable to argue that the allocation of funds across the regions should be broadly proportional to the former RDA budget, in which case the allocation of the £1bn would be roughly as follows:


North West 


£180m


London


£170m


Yorkshire & Humber
£140m


West Midlands

£130m


North East


£110m


South East


£  70m


East Midlands

£  70m


South West


£  70m


Eastern


£  60m

The four regions that would lose out most from a more even distribution of per capita funding would be, starting with the hardest hit:

· North East

· Yorkshire & Humber

· North West

· West Midlands

The scale of funding
The other key point that needs to be made regards the scale of the Fund.  In the last full financial year (2009/10) the government grant to the English RDAs was £2.26bn.  This compares with a proposed annual spend for the Fund of £500m over each of the next two years.  Some existing RDA spending commitments will no doubt trundle on to completion over the next couple of years.  On the other hand, the consultation suggests that the activities supported by some other funding streams will also be rolled into the new Fund.

The main point is clear: the Regional Growth Fund represents a mere fraction of the budget formerly available for regional development.

Furthermore, many of the activities likely to be supported by the Fund are unlikely to be wholly new.  Much of the RDA budget would anyway have gone on the sorts of measures that the new Fund is aiming to support.

The government will no doubt argue that there is no longer scope for funding on the previous scale.  Nevertheless, the point needs to be made that:

· The Regional Growth Fund represents a massive cut in the budget for regional development in England
Responses on specific issues

The consultation document poses five specific questions on which the government is seeking responses.

The suggested responses below are based on the over-riding need to secure a distribution of funding across the country that favours Alliance areas.

Q1: Allocation of funding

The government is asking whether elements of the fund should be allocated through a funding formula.

Alliance authorities should be able to put together powerful bids based on the needs of their areas and their experience of economic development.  On the other hand competitive bidding processes absorb unreasonable amount of effort and offer no guarantees, and Alliance areas would have to do extraordinarily well to fare better than they might through a needs-based funding formula.

In particular, if the Fund were to take over responsibility for the Grants for Business Investment scheme, which provides assistance to firms to protect and create jobs, it is essential that all the English Assisted Areas have access to at least a measure of funding.  Otherwise Assisted Area status, and the hard-won eligibility for support it confers under EU State Aid rules, would effectively be worthless.

On balance, there is therefore merit in calling for large elements of the funding to be allocated by an appropriate formula (eg based on former RDA budgets).

Q2: Types of activities

The government is consulting on what kinds of activities the Fund should support.

With the overall budget for regional and local economic development so massively reduced, there are likely to be many competing claims on the meagre resources available through the Fund.

This points to the need for local authorities and their partners (in the new Local Enterprise Partnerships) to be given wide discretion about the use of the Fund, provided the activities are intended to meet the Fund’s overall objectives.

Q3: Bidding criteria

Assuming that important elements of the Fund are allocated through a bidding process, the government is consulting on the bidding criteria.

This is an important opportunity to make the point that the bidding procedure should take place within ‘financial envelopes’ that ensure fair outcomes for disadvantaged regions and areas.

It is inappropriate to have an unconstrained free-for-all that might result in a shift of resources to prosperous areas.  It would be better for the bidding to occur within the framework of indicative regional allocations (again, possibly based on the former RDA budgets).

Q4: Bidding process

The government is asking whether a two-stage bidding process (initial outline followed by selected invitations for full bids) should be the way forward.

Given that competitive bidding is a resource intensive process, there would seem to be merit in this idea, especially bearing in mind that the Local Enterprise Partnerships will be barely up and running before the first round of bids will be invited.

Q5: The Regional Growth Fund as a model for the future

The government would like to know whether the Fund should be a sustained and radical change in the way that resources are allocated to places.

The Alliance national body doesn’t yet have a view on this, which is hardly surprising given that the Fund has hitherto been little more than a ‘in principle’ commitment.

The devil is in the detail, and in particular in the geographical allocation of resources and the longer-term scale of funding.

A reasonable response might be that if the Fund proves able to deliver a substantial flow of funding to the regions and areas in greatest need (and those are very big ‘ifs’) there might be merit in this model.  But it is too early to tell.
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