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EXECUTIVE SUMMARY:

Government is conducting a consultation exercise on the Local Enterprise Growth Initiative (LEGI), which is worth £50m p.a. rising to £150m p.a. by 2008-09. The consultation period ends 30th June 2005. Headline objectives have been set and we are now being asked to respond to suggested indicators and twelve questions posed by ODPM. The Salford Economic Development Forum has agreed an appropriate response to this consultation – details are within this briefing document.

BACKGROUND DOCUMENTS:

Table 5.1 Enterprise and economic opportunity in deprived areas – A consultation on proposals for a Local Enterprise Growth Initiative, March 2005

CONTACT OFFICERS:

Stuart Kitchen, Assistant Director of Economic Development 0161 793 3441
1.
Introduction

As one of the 88 designated Neighbourhood Renewal Fund areas, Salford will be eligible for LEGI support. The LEGI will be worth £50 million in 2006-2007, rising to £150 million per year by 2008-2009, subject to confirmation in the 2006 Spending Review the funding is 100% resourced and as such can be used on capital or revenue expenditure. The overall amount of resources will be divided between the LA’s and held by the Government Offices. ODPM believe that approximately 20 - 30 local authorities will be successful in applying for LEGI funding over the first 3 years. Therefore in year 1 successful authorities can expect between £1.6m - £2.5m rising to £5m - £7.5m in 2008-2009.

It is clear that ODPM wish to agree relevant indicators that will measure the success or failure of economic development initiatives at a local level. Strengthening this area of accountability is a key element within LEGI featuring in the first seven of the twelve consultation questions. It is recognized that developing a strong evidence base will need to be funded up front and as such £10m of ‘pump priming’ funding will be allocated to Government Offices with NRF LA’s in July/August 2005. Question 8 and 9 asks fundamental questions on how long the programme should run and how much funding should be available. Question 10 asks if application guidance is necessary, questions 11 and 12 talk about selection criteria and how bureaucracy can be avoided.

2. Partner response

This briefing note has taken into account views expressed by GMCC, SHV, CIDS, ME, Salford University and Partners in Salford. All are supportive of Salford City Council applying for LEGI although ME have stated that they will be pushing for a more strategic, Greater Manchester response to the consultation. 

Partners IN Salford has suggested that they would like the local indicators to measure local employment and start ups by key target groups such as BME’s, 50+ and IB claimants. There is a consensus that existing LSP mechanisms can be built upon to ensure LEGI funding will be effective in delivering the wide range of economic development initiatives. 

3. Local Area Agreements

There are currently 9 pilot authorities that have LAAs in place. The LAA allows authorities to place funding streams for work based around 3 blocks i.e. Health and older people, Children and Safer stronger communities into 1 pot and manage / prioritize that resource at a local level. There is no additional funding in forming an LAA – just allows more flexibility in managing the resource. Funding cannot, however move from one block to another. 

A second wave of pilots will roll out next year with 40 local authorities. ODPM are to introduce a 4th block around economic development and would like any LEGI funding to be managed in this framework where one exists. Salford City Council in offering support for a Greater Manchester LAA, would like to see a mechanism in place that will ensure funding is directed to NRF eligible areas. 

It is believed that all local authorities will have to put in place LAAs by 2007/2008. No indication that an LAA can exist for one block although it is mandatory to have a 'mini' LAA around 'Safer and stronger communities'
4. Procedures

Rob Mason presented an update on procedures from Neighbourhood Renewal Unit at a seminar at the Wigan Investment Centre on 8th June 2005. It was stated that a definitive timetable and final details would be published post-consultation. However, the aim is to start first funding round during 2006-07 financial year therefore it is likely that bids would have to be submitted November 2005. 

The Government expects to be able to support around 30 local authorities with Neighbourhood Renewal Fund areas with the current funding profile. Future rounds of the LEGI will be determined as part of future Spending Reviews. Individual local authorities that are successful in applying for LEGI support should expect to receive a significant sum of money – anything between £2-10 million depending on the ‘critical mass ’ of resources required in different areas. This level of funding will be available for these authorities for a significant period of time (anything from five to ten years) to support the local enterprise development proposals. 

The local authority, as part of the wider LAA process will be responsible for performance monitoring and reporting to the Government Office against agreed indicators. Given the relative paucity of comparable evidence of what does and does not work in this area, one prime condition of LEGI support will be the development of and contribution to a better local and national evidence base to show the impact of enterprise development on deprived areas.

5. Recommendations 

Economic Development Forum (EDF) has agreed a response to the 12 questions as detailed below. Particular attention should be paid to the number of start-ups and sustainable business arising from the proposed funding. The response indicates that a substantial amount of research would need to be undertaken in determining the base line indictors that can easily be measured in respect to entrepreneurship in Salford. 
6.
Next Steps

Once the consultation exercise has finished and ODPM has released final details of the initiative a more detailed set of proposals will be worked up in order to guide the wider strategic decisions that need to be addressed in implementing this programme. 

In preparing proposals for LEGI support, EDF will establish a working group that will consult with NWDA to ensure a proper fit of local proposals within the wider Regional Economic Strategy. These proposals should ideally form part of the wider Community Strategy, and should be used as the basis for application for LEGI support.

Key to the development of such proposals is the need to:

· work closely with local partners and the RDAs;

· develop a local evidence base to inform decision-making;

· determine the appropriate local indicators to pursue and the actions required to meet them;

· integrate with wider efforts including neighbourhood renewal

· set challenging outcome focused targets to incentivise delivery and secure value for money.

7.         Response to 12 questions

i)
Are the suggested indicators listed below for the LEGI the right ones – are there others to consider? What can be, or is already, measured at the local level that can be used in this way?

· Increase female entrepreneurship – Results from the UK Global Entrepreneurship Monitor (GEM) survey established a ‘total entrepreneurship activity rate’ indicating that men in the North West are over 5 times as likely to set up in business as women. This survey could potentially be reproduced at a Salford level and used as a performance indicator for work targeting female start up businesses.

· Increase ethnic minority entrepreneurship – It is believed that the propensity for entrepreneurial activity is starting from a low base in Salford. In addition the 2001 Census reported Salford had a population of 216,000 of which 94.5% were white British or Irish therefore activities targeting ethnic minorities is not an initial priority – increasing entrepreneurial activity across the piece is. This measure should be monitored but only used as a performance indicator if activity is seen to be excluding ethnic minorities.

· Reduce fear of failure – This is a very subjective measure and as such should not be a performance indicator although, again it could be monitored through the Salford GEM survey. However it is believed that the results from the 2004 national survey will not differ significantly from a Salford survey. The national survey established that fear of debt is the single largest barrier to entrepreneurship. 

· Increase number of people who see enterprise as a good career choice (especially young people) – In order to demonstrate the affect any activity has on this outcome we would measure the following:

a. Awareness and potential interest

b. Uptake of programmes

c. Progression to incubation

d. Start up

e. Start up plus 1 year (including turnover and number of employees)

f. Start up plus 1 year (including turnover and number of employees)

· Shift business activity from informal to formal market – This will be extremely difficult to measure and as such should not be a local indicator.

· Increase access to informal and community investment – In conjunction with Community Finance Solutions of Salford University research is underway to understand what financial services small businesses and entrepreneurs require. In conjunction with this research detailed performance indicators will be established including the increase in applications to organisations such as North West Community Loan Fund, Bridges Community Ventures, Prince’s Trust Business Programme and Salford Money Line – a not-for-profit, community business providing financial services to individuals looking to start up their own business.  

· Increase entrepreneurial business skills e.g. management and financial skills for start ups – measured via the number of graduates from training and other programme providers such as Salford Hundred Venture and the University of Salford. The quality of provision should also be monitored through tracking individuals throughout the life of the initiative.

· Increase coverage of effective business support and advice services – map out business support locations and identify any gaps. Monitor usage of website.

· Reduce negative perceptions of the local area among business community – The recently established Salford City-wide Marketing Forum will measure this.

· Increase vocational skills and work experience of local labour – measured via LSC 

· Increase franchised business activity and brand or ‘anchor’ institutions – potentially measured via the British Franchise Association

Additional indicators
· Number of business start ups 

· Number of new VAT registrations

· Number of new businesses lasting longer than 3 years

· Retention of money flows within the local area – research conducted by Experian
ii)
In areas without Local Area Agreements, what is the best way to ensure that the LEGI is integrated with and generates leverage from other programmes?

Salford City Council is committed to partnership working, and this is ensuring the success of our regeneration projects. As a partnership we are confident that by working together, listening to our communities and pooling our efforts and resources we will tackle some of the deep-rooted problems being faced by local people.

Salford has a strong track record in economic development. This reflects the long standing level of need and opportunity that has existed and continues to exist today. This track record will be consolidated by setting out the main economic development activities to be pursued by Partners in Salford and by guiding economic activity in the city. These activities aim to provide a seamless service that will secure the economic potential of our people, communities and businesses.

The Community Plan aims to improve the quality of life of all of our citizens by creating an economically prosperous city with a buoyant and competitive economy; creating and maintaining strong, safe, healthy and sustainable communities where all citizens can participate in decisions which affect their communities; providing a better education for all, to enable children and young people to thrive and fulfil their potential; creating a city that is good to live in by providing quality homes and a clean and healthy environment.

One major gap in the notion of integration with other programmes, is the lack of reference to the role of other programme providers, such as Universities, in helping to deliver regional and local economic development plans.   The University of Salford is a particular example of a University, which is active in regeneration and enterprise development in a number of ways.  It bids into local, regional and national funding to sustain this activity.  With regard to enterprise support, it runs, for example, a range of highly regarded funded entrepreneurship programmes for women, ethnic minorities, graduates and community enterprise based on successful networking methodologies.  The City is also working closely with the University and other partners from schools, colleges and the community to develop an Innovation Forum building as a focus for this integrated activity.  The Vice Chancellor of the University chairs the Regeneration partnership board.

It should be noted that Universities receive HEFCE funding through the Higher Education Innovation Fund to support their Enterprise and Reach-out activities. DFES supports the Enterprise skills agenda, and the Lambert review, supported by Treasury, highlighted the need for businesses and Universities to work more closely together.  The opportunity for government to recognise this in the LEGI call, by naming Universities specifically as critical partners alongside others named under Principle 4 – strong local partnerships, should not be overlooked.

iii)
What is the best way of involving local partners in developing local LEGI proposals? How could the Local Strategic Partnerships ensure sufficient business involvement in the development of local proposals for enterprise development and growth?

Salford Economic Development Forum delivers economic activity as agreed by the LSP and as such has scheduled 6 events throughout the year that will engage local businesses in the delivery of activity. Salford LSP has a strong private sector influence given that Chief Executive of Greater Manchester Chamber, Angie Robinson, chairs it. Just throwing money at these areas will not solve anything, one additional way may be to create partnerships with local existing successful businesses - particularly if they've come from a similar background, one scenario could be that these businesses potentially act as mentors/role models.
iv)
How can the LEGI best co-ordinate and consolidate evidence and lessons learnt from the resources used?

Evidence obtained via Salford GEM style survey would be used by the Economic Development Forum to measure the impact on local entrepreneurship activity rates by each project delivery team. This will enable remedial action to be taken for under performers and the introduction of incentives for over performers to ensure effective work is encouraged and continues.   

v)
How can we ensure the LEGI creates the right balance between indicators, actions and targets?

Develop a clear programme for LEGI that sets out the strategy with clear baseline of where we are now and milestone / indicators of success. Good quantitative and qualitative evaluation from the outset is essential as a number of activities will be innovative and risky.

vi)
What is the best way to ensure that the LEGI is integrated with and generates leverage from other related programmes?

As the accountable body for economic development activity in Salford the Economic Development Forum will build on existing mechanisms to ensure programmes complement each other and do not duplicate activity. 
vii)
How detailed should local targets be, and to what extent should they include timed, output measures?

In setting the detail of local targets the emphasis should be placed on the outputs of the overall programme and not arbitrary measures. Target setting will be difficult since we are trying to do something very new and untested. We need a relatively high level of flexibility re hard outputs but look for greater clarity re "success indicators" with interim milestones to demonstrate that progress is being made. We need a clear baseline with a proper "control" to enable measurement of impact of additionality of the programme, as opposed to displacement.
viii)
How long should funding be available for? How can we ensure that support is time-limited in an effective way that allows local authorities the ability to plan beyond the life of the LEGI?

The relatively long gestation periods involved in business creation and development suggest that entrepreneurship strategies should be policy constants [over the medium to long-term], rather than responses to short-term employment crises. In order to ensure private sector buy in to the various programmes and hence ensure a workable exit strategy a 10-year funding stream should be available. 

The UK GEM survey conducted in 2004 reported that young people between the ages of 18-24 represent the largest single group of people with positive attitudes towards starting their own business. In order to build on this Salford Lifelong Partnership has developed a strategy for 14 –19 year olds to promote enterprise and raise aspirations. LEGI will feed into this long-term strategy and as such will be more effective if funding is available for 10 years and therefore enable a clear exit strategy to be produced. 
ix)
What is the critical mass of funding required to make a difference to enterprise in deprived areas? Bear in mind that the greater the level of funding to individual authorities, the less areas can be supported.

In order to achieve an optimum return on investment with regards to business start-ups and sustainability we would like to see the following funding programme. 

	Year
	Funding

	1
	£1m

	2
	£2m

	3
	£3m

	4
	£5m

	5
	£5m

	6
	£5m

	7
	£5m

	8
	£3m

	9
	£2m

	10
	£1m


x)
Is application guidance necessary, and if so, what sort of issues should it cover?

Yes – covering selection criteria, weight given to soft and hard targets, who is eligible i.e. regional groups or just individual local authorities.

Application criteria would be extremely useful for areas, as competition will be strong given that only 30 of the 88 areas are likely to get funding. The guidance should consider issues such as the availability of land, as new businesses need space to set up and expand and in some Greater Manchester areas the availability of land is already an issue - guidance should be given on how areas with such problems may still receive funding.
xi)
What elements should form the basis of fair selection criteria at the regional level?

The obvious criteria should be return on investment and reflect level of need, relating to socio-economic conditions; measured through GVA and added value. Consideration should also be given to the ability to identify ‘best practice’ and the level of commitment from partners to supporting LEGI initiative and innovation more generally.

xii)
What are the common aspects of funding of this sort that create unnecessary bureaucratic burdens that the LEGI should try to avoid?

LEGI should try to avoid the bureaucratic trappings that are so often a feature of business support activity.  Its driven primarily by the need to control the public money involved and this usually results in a number of organisations having input into the programme with flexibility and responsiveness being adversely affected. LEGI has six key principles and three main outcomes. Given these terms of reference, a contract could be drawn up between GONW and Salford Economic Development Forum enhancing the quality of the process and the outcomes. Essentially we require something that has a consistency of top-down management, without constraining the ‘bottom-up’ energy and enthusiasm, which will make this programme a real community success.
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