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Introduction
1. The South East of England Development Agency (SEEDA) is consulting the Council on its draft Regional Economic Strategy (RES) to 2016. The purpose of this report is to set out and seek agreement on a response to the draft RES which is due by 17 February 2006.

2. The RES 2016 and preparation of the strategy is linked to the draft South East Plan
 and is a refresh of the current RES for the period 2001 – 2011. The draft RES 2016 was developed following a series of consultation events in 2005 and the production of a supporting evidence base. 

3. This report provides a summary of some of the main points of the RES and then provides commentary on points of potential concern to Oxfordshire. These points cover issues of the sub regions and housing numbers proposed in the RES as well as providing specific responses to consultation questions posed by SEEDA. 
Summary of main points of the RES
4. Key Challenges. The key challenges facing in the South East are defined as:

· Facing up to the global challenge

· The need for smart growth (growth that increases the value of the economy without generating environmental or social costs)
· The need to achieve both prosperity and sustainability

5. The main objective of the RES is to “maintain the South East’s long term trend of 3.2%
 annual growth in Gross Value Added” (GVA) per head
 while stabilising and reversing the ecological footprint
 of the region.  The main aim is underpinned by two long term economic targets:

· “To achieve a 5% improvement in the South East’s annual productivity rate by 2026” (2.27% to 2.39%)

· “To bring 250,000 additional South East residents of working age into employment by 2026”

6. These overall objectives of the RES are taken from the South East Plan that is currently under development and which has already been consulted on separately.

7. In order to achieve an improvement in the annual growth in GVA per head six strategic drivers and a list of key tasks under each driver are set out in the RES (five of which have come from DTI strategy).  A summary is presented below:

Strategic Driver
Summary of Key Tasks

· Employment


To get more people in to work by promoting diversity, flexibility, childcare and skills.

· Enterprise 


Invest in better business support for start ups and small companies and encourage more entrepreneurs.

· Innovation and Creativity 


Provide advice to businesses wanting to innovate, working with universities; encourage inward investment and international relationships around innovation and science.

· Skills
Grow successful and productive businesses by increasing access to skills development opportunities (for both businesses and individuals).

· Competition and Business Regulation
Remove barriers to competitiveness whilst ensuring environmental and social responsibility.

· Investment in Infrastructure
To sort out issues around affordable housing, transport networks and sustainable management of energy and water resources.

8. In addition to the specific drivers identified above the RES proposes 3 Cross Cutting Themes that need to be addressed in all of the above tasks:

· The effective use of Information and Communication Technology 

· The integration of rural aspects 

· The integration of sustainability: the Strategy recognises that “The quality of the natural and built environment…..is a major element in the quality of life in the South East” and that “the environment is also an economic asset in its own right.”

9. Housing and Economic Growth. The RES proposes a need for 32,000 new homes per annum to 2011 rising to 36,000 per annum until 2026 in order to achieve a 2.99% GVA per annum increase. This contrasts with the housing numbers agreed in the South East Plan of 28,900 per year over the same period: a difference of 122,000 new homes over the plan period.

10. The RES proposes 3 Economic Areas within the South East:

· The Inner South East – including Oxford City, South Oxfordshire and the eastern fringe of the Vale of White Horse

· The Outer South East – including all of the rest of Oxfordshire

· The Coastal South East

These compare with a quite different arrangement in the South East Plan, which includes a Central Oxfordshire sub-region covering all of Oxford City and part of each the four “rural” districts and including all of the structure plan’s  “country towns” except for Banbury.  Plans are available separately showing the different areas defined by the respective documents

11. The RES Economic Areas are then used as the basis for proposing different priority actions for each area such as “skills support for knowledge intensive medium sized businesses” in the Inner South East and “skills support for land based and rural businesses” in the Outer South East. 
Commentary
Overall Objectives

12. The overall objectives are useful in spelling out the degree of challenge facing even prosperous counties such as Oxfordshire in the face of increasing global competition. I feel that the strategic objectives should more closely relate to these challenges. The objectives proposed in the plan are more operational than strategic.  

13. The time span of the RES – for just 5 years – is insufficient for the scale of the challenges identified and is not aligned with the South East Plan. It should be at least 10 years.

Inner and Outer South East

14. The classification of part of the county as belonging to the Inner South East and part to the Outer South East is particularly unfortunate for Oxfordshire at a number of levels.

15. The proposed Inner and Outer South East areas are inconsistent with other planning documents to which the RES relates. The South East Plan’s Central Oxfordshire sub-region, the Regional Housing Board’s Sub-Regional Housing Market Area and the Travel to Work Area based on Census data (and referred to in the Local Transport Plan) all propose a city region (albeit of varying sizes) based on Oxford. The RES’s geography is based on a London city region and is not compatible with the geographies used in other regional planning documents.  A housing market assessment is being undertaken on the basis of the whole county of Oxfordshire that will provide analysis of the affordable and market housing available and future needs taking in to account economic factors, such as travel to work.  
16. In the evidence base that accompanies the RES the Inner and Outer areas are justified as being different on a number of dimensions. Even at a regional level the difference between the data for the Inner and Outer areas appears to be very slight on every variable except on levels of GVA that does reflect the greater levels of commuting in to London from the South and City parts of the County.  But as shown in Annex 1 the evidence for Oxfordshire does not support the separation of the Inner and Outer areas as proposed across the County: the similarities between the rural districts are far stronger than the differences between them and they all relate to Oxford as the centre of a city region.

17. The actions proposed in the draft RES are incompatible with improving county wide partnership working if the area is split in two and a different approach is taken with each. The RES notes (p4) that the current strategy has had less impact to date in a) “encouraging agencies to plan and deliver projects jointly” and b) “in encouraging more effective partnership working…”. In Oxfordshire progress has been made in this area – with support from SEEDA – through the development of county-wide programmes addressing urban deprivation, market town renewal, broadband promotion, enterprise development and the provision of shared data about the county. In the past year the development of the Local Area Agreement has been done at the county level and has led to real improvements in the joint planning and partnership working that the strategy notes have been difficult to achieve. To introduce a completely different geography with different priorities in the different areas would be completely contradictory to this progress.

18. The key tasks outlined in paragraph 7 above apply across the region but the strategy then proposes that they are implemented in different ways in the Inner and Outer Areas. Quite apart from the issues of partnership working mentioned in the preceding paragraph, the allocation of tasks to areas does not make sense. Several examples are given below which illustrate how this differentiation is detrimental to increasing productivity and the economic activity rate of Oxfordshire’s population to meet the GVA per head increase as set out in the RES.

Employment
19. In the area of employment the following split of actions is proposed: 

Geography
Geographic implications (actions)

Inner (Oxford City and South Oxon)
Facilitate local sourcing and supply chains

Identify major employment opportunities

Outer (Cherwell, West Oxon and Vale of the White Horse)
Supporting women in enterprise

Affordable workspace provision

Greater diversity of services in County and Market Towns.

20. Without question, all of the actions are important to the whole county: market towns are found in all of the districts outside Oxford and the need to support women in enterprise and to provide affordable workspace are similarly county wide issues.

Enterprise
21. In the area of Enterprise development the split of actions is as follows:

Geography
Geographic implications (actions)

Inner (Oxford City and South Oxon)
Engage with global economy

Exploit business angle networks and address gaps in enterprise funding

Outer (Cherwell, West Oxon and Vale of the White Horse)
Develop an enterprise culture, supporting new cultural and creative businesses

22. The actions here are also relevant across Oxfordshire and not just in the confined one or the other of the Regional Economic Strategy areas.

Skills
23. Oxfordshire’s successful people are not confined to the Inner area of Oxford City and South Oxfordshire where SEEDA are proposing support for knowledge intensive businesses.  Similarly there are issues of access to learning in both the Inner and Outer areas of the county rather than just in the Outer areas as assumed by the strategy.

Geography
Geographic implications (actions)

Inner (Oxford City and South Oxon)
Support for knowledge intensive medium sized businesses with growth potential

Outer (Cherwell, West Oxon and Vale of the White Horse)
Skills for land based and rural businesses

Access to learning

Infrastructure 

24. The County Council should welcome the attention given in the RES to the need to provide the infrastructure necessary to support the level of economic development and quality of life that we are seeking to achieve. The Council would welcome collaboration with SEEDA to make the case that further growth is contingent on adequate investment in infrastructure. 

Sustainability
25. I suggest that the County Council should ask for greater clarity concerning what outcomes and actions SEEDA are seeking to achieve in the area of sustainable development.  The RES is very clear about the importance of sustainable development, and makes reference to it in relation to each of the drivers. It remains unclear, however, what the strategy is actually proposing should be done to achieve sustainable development for all.  

Links with London: application of the City Region model

26. It is clear that London exerts a direct influence over activities in the South East and Oxfordshire as part of a London centred city region. The ‘Inner’ and ‘Outer’ areas of the RES are defined relative to this London based city region. However, the implications of this are not then worked through in terms of how the London and South East regions and their respective development agencies should relate to each other.  The city region concept should rather be applied to the hubs within the South East rather than just in relation to London.

Housing Numbers

27. It is not accepted that the higher rates of housing completions recommended by the RES are necessary to achieve the economic growth forecast of 2.99% per annum. The 122,000 additional new homes suggested in the RES ignore the results of the planning and consultation that have taken place to arrive at the figures within the South East Plan. The proposed higher rate of build also ignores their own analysis that the quality of the built environment is an important element of the quality of the life and that this in turn is an important economic asset of the region. The emphasis on numbers rather than quality of housing contradicts this analysis.

SEEDA Consultation Questions
28. A number of specific questions have been posed in the RES consultation. They are set out in Annex 2 with a suggested response.

Next steps
29. Following the end of the consultation period on 17 February, a headline summary of the results of the consultation will go to SEERA and partners on 1 March and will be sent to Ministers on 7 April 2006.

RECOMMENDATIONS

30. The Cabinet is RECOMMENDED to:

(a) thank SEEDA for the opportunity to comment on the draft Regional Economic Strategy for the South East;

(b) endorse, subject to the comments in the report, its recommendations concerning key issues and drivers influencing the future of the economy;

(c) reject the designation of Inner and Outer areas insofar as they relate to Oxfordshire on the grounds that they are not justified by the evidence, are at odds with other geographies based around Oxfordshire or Central Oxfordshire that are already in use, and will not help improve the partnership working that SEEDA rightly suggests is necessary;

(d) invite SEEDA to collaborate with the Council in making the case for the investment in infrastructure necessary to support further growth;

(e) approve the comments made in the report and Annex 2 as the substance of the County Council’s feedback to SEEDA.

CHRIS COUSINS

Head of Sustainable Development

Background paper:
Nil

Contact officers:
Jasmine Pandher/Dave Waller Tel: (01865) 815539 or 810813

January 2006
� Section D2 “Economy” subsection 1.17 entitled the South East Plan and the RES review


� The South East Plan forecasts a GVA growth rate of 2.99% per annum. This number is used in calculating housing numbers later in the RES, page 32


� Gross value added is the difference between output and intermediate consumption for any given sector/industry- that is, the difference between the value of goods and services produced and the cost of raw materials and other inputs which are used up in production


�  Ecological footprint refers to the impact that a particular human activity has on the environment. The strategy measures this in terms of  how much extra land would be required to support the resource use of a particular area. This is articulated in terms of: “if all areas used resources at this rate we would need, for example, three Earth’s worth of resources”
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