REGIONAL GROWTH FUND – ROUND 1 WINNERS
On 12 April the government announced the winners of the first round of bidding for the Regional Growth Fund.  This note provides an initial assessment.

Information on successful bids

50 successful bids have been announced, accounting for £450m in public funding with an estimated £2.5bn of private sector money levered in.  The £450m public funding is more than had first been allocated to Round 1 (£300m) but there is no suggestion that the overall pot (£1.4bn over three years) has been increased.
There were 464 bids in total in Round 1, requesting £2.78bn in funding, so the overall success rate was only just over 10 per cent.

The government has published a list of the successful bidders on the BIS website.  This includes estimates of the number of direct and indirect jobs to be created, by region, but the data published at this stage excludes the financial allocations to each project or details of the projects themselves.  The Alliance Secretariat has, as far as possible, plugged this gap by assembling information from news reports and local authority and company websites.

As far as we are aware, the attached list of successful bids, compiled by the Alliance, therefore provides the most comprehensive details currently available from any source.
The distribution of successful bids around the country

The successful bids are distinctly skewed towards Northern England.
30 of the 50 successful bids are in the North East, North West and Yorkshire & the Humber.  The North and Midlands put in the lion’s share of the bids and the North, in particular, has had a higher success rate.  The East Midlands, with just two successful bids out of 62, seems to have done badly.  There have been no successful bids, at this stage, in London and the South East.
The distribution of successful bids is broadly consistent with the government’s statement, in October, that the parts of the country where there is high employment, low deprivation and a vibrant private sector “may struggle” to demonstrate how they meet the objectives of the Fund, though clearly there are still a great many deserving areas that have missed out.  (From the beginning, the Alliance had pressed government for a distribution of funding that primarily reflected economic disadvantage).
The majority of the awards have gone directly to private sector companies, especially in manufacturing.  Round 1, at least, has not proved to be a major source of funding for local authority economic development.
The influence of State Aid rules
Under EU State Aid rules, Regional Growth Fund money can only be given to larger companies to create or protect jobs if the projects are within England’s Assisted Areas.  Outside the Assisted Areas, money can only be given to larger companies for other purposes, such as R&D and training.

Strikingly, around three-quarters of the successful bids are in Assisted Areas.  The remaining successful bids, outside the Assisted Areas, are mostly to support activities such as R&D.
The outcomes indicate that the EU rules, and Assisted Area status in particular, are a key influence on where the funding is going and for what purpose.
If this pattern is repeated in subsequent bidding rounds – and the focus on private sector job creation would point in that direction – firms in England’s Assisted Areas can expect to do quite well out of the Fund.  They might expect to draw down as much as £1bn of the £1.4bn total.
A substitute for GBI?
Last year the government effectively abolished Grants for Business Investment (GBI), the scheme that had hitherto provided financial support to companies for projects that created or protected jobs in the Assisted Areas.

The prominence of larger manufacturing companies in the Assisted Areas among the successful bidders to the Regional Growth Fund points to a significant degree of overlap.  But there remain important respects in which the Fund does not substitute for GBI:

· The Regional Growth Fund is a competitive bidding contest.  With over 400 unsuccessful Round 1 bids, there is a high probability that some firms with bids that would have qualified for GBI have failed to secure funding.
· The £1m minimum threshold for bids effectively excludes most smaller firms from bidding directly

· The fixed timing of the bidding rounds, and the uncertainty of the outcomes, is unlikely to fit well with many firms’ investment cycle

· And of course, when the three planned bidding rounds have all been completed (in 2012?) there will be no on-going opportunity for funding, however good the proposal.
A substitute for the RDAs?
It’s still worth bearing in mind that the funding for the Regional Growth Fund (£1.4bn over three years) is well behind the funding of the RDAs (around £2bn a year at peak).  And the RDAs funded a much wider range of activities, including local authority projects.
Funding for the public sector

The guidelines for the Regional Growth Fund were explicit that ‘public sector only’ bids would not succeed.  This led to an expectation that infrastructure and housing projects of the type typically championed by local authorities might have difficulty in securing funding.
A careful scrutiny of the list of successful bids reveals a handful of infrastructure and housing projects that have in the event been supported.  At least two of these – in Doncaster and in Wakefield – are badged under the local authority, and two more (in Birmingham and Halton) seem to have very significant public sector involvement.

The implication would seem to be that with the right packaging and the right partners it is possible for local authorities to work up successful bids.  Doncaster and Wakefield councils may have developed a model that is worth replicating elsewhere.
Rounds 2 and 3

Whilst the experience of Round 1 offers important pointers it is still worth bearing in mind that Rounds 2 and 3 are intended to be different:

· Rounds 2 and 3 will accept bids for programmes rather than just specific projects

· The LEPs are expected to have a bigger role in Rounds 2 and 3 bids, and may indeed be the prime mover behind some bids
· The government’s intention is that the application process for Rounds 2 and 3 will be more closely aligned with applications for European funding.
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	REGIONAL GROWTH FUND - ROUND 1
	

	Region
	Bids
	Successful bids
	Success rate

	North East
	69.5
	14
	20.1%

	Yorks & Humber
	56.5
	7
	12.4%

	South West
	39
	4
	10.3%

	North West
	89
	9
	10.1%

	East of England
	23.6
	2
	8.5%

	West Midlands
	72
	5
	6.9%

	East Midlands
	62
	2
	3.2%

	South East
	33.4
	0
	0.0%

	London
	19
	0
	0.0%
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Source:  BIS and Industrial Communities Alliance
