	
	ITEM NO. 


REPORT OF THE HEAD OF REGENERATION AND IMPROVEMENT

TO LEAD MEMBER BRIEFING

(CHIEF EXECUTIVE DIRECTORATE)

10th July 2006

TITLE:
Local Authority Business Growth Incentive Scheme (LABGI)

RECOMMENDATIONS: Members are requested to:

· Acknowledge that a number of key Economic Development projects have already been approved for LABGI funding for 2006/07 (BBC; Business Start Ups and Support; Developing Links with China).

· Agree to commit the bulk of the remaining LABGI funding (for Economic Development) to interventions aimed at growing and maintaining the current business base, as this will increase the amount of LABGI grant received in future years.

· Agree an element of LABGI (up to 7.5%) being ringfenced for other Economic Development strategic priorities that do not however directly contribute to business growth.

EXECUTIVE SUMMARY: 

This report is a follow up to an earlier report to The Leader of the Council and Budget & Efficiency group on Monday 13th March 2006. It provides further detail and costed proposals for the use of LABGI funds for 2006/07 (outwith of the BBC allocation of £500,000).

BACKGROUND DOCUMENTS: (Available for Public Inspection)

Local Authority Business Growth Incentive (LABGI) scheme’ – 13th March 2006 (Lead Member Report)

Funding for Salford Hundred Venture – 1st March 2006 (Lead Member Report)

Status report on support for small firms and new business start –ups – 23rd January 2006 (Lead Member Report)

Local Authority Business Growth Incentive (LABGI) scheme’ – 18th April 2005 (Joint Report - Lead Member & Finance)
Local Government White Paper: Strong Local Leadership (2001)

Assessment of Risk: Low

SOURCE OF FUNDING: LABGI

COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES

(or his representative)

1. LEGAL IMPLICATIONS 

N/A

2. FINANCIAL IMPLICATIONS
None – Total LABGI grant available for 2006/7 £994,616 

CONTACT OFFICER (s):

Stuart Kitchen, Assistant Director of Economic Development 0161 793 3441

WARD(S) TO WHICH REPORT RELATE(S): All

KEY COUNCIL POLICIES:

Salford Economic Development Strategy 2004-2007 and three themed Action Plans

Salford Community Plan (2006-2016)

DETAILS

1. Purpose of Report

This report aims to:

1. Provide The Leader and Deputy Leader with further detail and costed proposals for the use of LABGI funds of £494,616 for 2006/07, (outwith the BBC allocation of £500,000).

2. Secure their approval of the proposed projects detailed in Table 1.

2. Background

The Chancellor announced LABGI in 2002 as an incentive scheme for local authorities aimed at rewarding and facilitating economic growth within their areas.  Essentially LABGI allows local authorities to retain 70% of any increase in business rates revenues generated in their area, above a certain level.  LABGI monies are not ring fenced. However, as outlined in the previous report, if local authorities want to continue to be beneficiaries of future LABGI grant payments, then it will be essential for them to continue to invest in economic development activities that contribute directly to continued increases in the amount of business rates collected.  Salford currently has LABGI grant of £994,616 available to spend in 2006/07.

Since the last report, discussions have taken place between Economic Development and the Council’s Business Rates team to identify how we can best use LABGI grant in order to generate LABGI grant increases in future years.  Two broad interventions were identified, both of which support our overall intention to increase and maintain the business base in Salford.   They are as follows: -

a) Increasing the collection of business rates – specifically targeting void properties
Issue:

Salford’s total amount of potential business rates is approx £92 million per annum.  However, the amount that is currently collectable is around £76 million p.a. The difference between these two figures reflects the various reliefs and exemptions given to businesses, such as voids, charitable status, non-profit making, small business rate relief etc. The Business rates team is charged with collecting 97.3% of the total amount collectable from businesses within Salford.  In 2005/06 the Council fell just short of this target by collecting 96.8% of the business rates that were due.

After discussions with Business Rates colleagues, it became clear that one of the key factors that impacts upon the amount of business rates collected, is the number of void properties within the City (1,426). Salford currently has a void property rate of 11.95% (compared with 9.3% in Manchester), which is estimated to be worth £7.5m p.a., and puts us in the worst 10% of local authorities with regards to revenue lost due to voids.  Therefore, if we do something to address the void property issue, business rates will increase and in turn LABGI funds may increase year on year. 
Action Recommended:

As at 6th June 2006 there were 1,426 void business properties in Salford. Through LABGI, we are proposing:

· Void Property Support Package - some of these void properties would be brought back into use by offering a grant to individual businesses as a financial incentive to encourage them to occupy one of these empty properties.  We expect the scheme would be quite modest in the first year due to limited funds and for this reason we would market the scheme alongside the property search service that we offer, and where possible aim to target those properties with a high rateable value.

b) Other Interventions aimed at growing and maintaining the current business base 

Issue 1:

Salford is a City with a history of enterprise and the City’s success is in part attributable to the services delivered by Salford Hundred Venture (SHV). Since March 2001, SHV have assisted in setting up 540 new businesses in Salford from around 2,500 initial business proposals.  At the same time around 3,200 existing companies have accessed advice, information and training services. It is fair to say that both through longevity and the volume of delivery, that SHV are a part of the fabric of the business community of the city, are a trusted resource for many small businesses and have been influential in the creation of many jobs and opportunities. However, since December 2005 there has been a dramatic cut in mainstream funding for business support activities both for start-up and support to existing businesses.

Action (Already Agreed):

To help address this issue it was agreed on 1st March 2006 that the Council would enter into a contract with SHV to provide gap funding for a 3 year period.  This funding will reduce year on year as SHV are expected to secure other funding streams and develop a business plan setting out how they will become self-financing by April 2009.  The funding is also conditional upon the Council receiving further LABGI grant.  

Other Issues and Additional Recommended Actions:

A number of other key priorities within the Salford Economic Development Strategy 2004-2007 also require LAGBI grant to either continue or develop.  These priorities will contribute to the aim of growing/maintaining the business base and amount of business rates collected.   They are:

· Business Security Grants– Over 150 businesses have received financial assistance to upgrade their premises during 2005/06.  Over the last few years businesses obtaining a security grant have experienced a reduction in crime of 89% after they have installed recommended security measures, according to an independent study conducted as part of the funders requirements (ERDF). Unfortunately the current funding for the scheme has come to an end and we are therefore recommending LABGI grant be used to continue this popular and successful scheme.

· Employment Land Study  - This is a top priority for the City, as lack of land for development is becoming a real issue. If we are to encourage potential investment we need to have a balanced portfolio of businesses sites and premises to meet the market demand. It is therefore recommended that LABGI grant be used to undertake a land study to produce development plans for future use of our key sites. This will assist in building an evidence base to ensure valuable employment is not lost to other uses, and enable business creation and/or sustainability in the long term (it will not make an immediate impact on business rates but would in the long term as the development plans are implemented). 

· Business Improvement Districts (BIDs)– is part of the government’s long-term strategy in encouraging partnership working between local authorities and local businesses to achieve improvements.  Basically a BID is the formation of a number of businesses coming together in a specified area, which all pay an extra levy on their business rates. This levy is pooled and the businesses decide how to spend it in their locality ie on security improvements or additional street furniture or cleaning etc. Salford is yet to embark on the creation of a BID, therefore it is recommended that a feasibility study be undertaken to identify a potential area and create an action plan to establish the BID. The BID, if implemented successfully, will aid the sustainability of those businesses and may in the long term encourage new start-ups (this will not have an immediate effect on business rates but has the potential in the future).

3. Development of a Programme for the Expenditure of LABGI

The interventions and recommended actions discussed in the previous section will take up the bulk of the Economic Development allocation of LABGI for this year (see table 1), and as mentioned in the previous section there are a number of key projects that have already received Lead Member approval to be resourced from 2006/07 LABGI.   (Outwith the BBC) they are: -

New business start –ups and support to existing businesses – £135,000 of the 2006/07 LABGI revenue has been committed via a contract with the enterprise agency Salford Hundred Venture. This project will deliver 30 new starts and 750 training interventions and 1-2-1 supports for existing businesses. 

Overseas Investment/Export - £10,000 to support the establishment of a China office (in collaboration with Salford University). The aim of the office will be to promote relations between companies in Salford and China, which may then result in investment and/or export opportunities.

Finally, at the Lead Member discussion on the 13th March 2006, the Leader and Deputy Leader also indicated that support would be given from LABGI to resource other key priorities that may not directly contribute to business growth, specifically employability.  Officers are therefore proposing that up to 7.5% of the budget be ringfenced to fund such one off projects.  A request has been received for £75,000 to support the shortfall within the LPSA2 - Incapacity Benefit project.  There is a funding shortfall projected on this project for the next three years, however LABGI grant can only be committed for 2006/07.  As discussed in the previous report, any commitments to use LABGI grant should be for one-off purposes, or for activities that have a clearly defined time limit due to the uncertainty of its lifetime.

4. Funding Programme

The 2006/07 LABGI grant of £994,616 will be allocated as follows: -

BBC Relocation  - 



£500,000 

Remaining for Economic Development: 
£494,616
(Current Commitments - 


£145,000)

(Projects*




£349,616)

*see table 1 for further detail
5. Summary

With the exception of LPSA 2, LABGI funding will only be allocated to the projects that contribute to the interventions outlined in section 2, in order to increase future business rates and therefore the amount of LABGI grant received in future years: -

a) Increasing the collection of business rates – specifically targeting void properties

b) Other Interventions aimed at growing and maintaining the current business base. 
Due to the limited amount of LABGI funds available, a number of the projects listed have not been recommended to receive the full amount of funding requested (the business crime scheme & void property support package), and a number of other projects have been unsuccessful in their application.  Therefore, if further LABGI or other monies become available we would wish to ensure that these projects get first call, and in the meantime Officers will endeavour to secure additional funds from other sources.

Table 1 – LABGI Grant Expenditure for 2006/07

	Project
	Amount
	Outputs
	Specific Outcomes or Aspiration
	Timeline/ Impact
	Objective

	Current Commitments


	
	
	
	
	

	Salford Hundred Venture start up and micro support
	£135,000
	30 new business start ups and 750 interventions to assist local companies 
	Promoting the growth of existing companies & create and sustain new businesses which will increase productivity and in turn increase GVA
	Short term

06/07
	b

	China Office 
	£10,000
	Creation of joint office with University of Salford to explore potential overseas investment / exporting


	Aid local businesses to export which in turn will increase their productivity and therefore increase long term growth / sustainability 

Joint trading between UK & China
	Long term
	b

	Sub Total


	£145,000
	
	
	
	

	ED Priority


	
	
	
	
	

	LPSA 2
	£75,000
	Part of the LPSA 2 programme which aims to assist 236 residents into sustained employment
	Provide assistance to those residents of Salford who are economically inactive through incapacity or disability as referred to as ‘stock’ (stock defined as individuals who have claimed Incapacity Benefit for 8 months or more) as part of the LPSA2 programme
	Short to medium term
	N/A

	Sub Total


	£220,000
	
	
	
	


	Recommended Additional Spend for 2006/07
	
	
	
	
	

	Employment Land Study
	£47,500


	Implementation of study inc the production of costed action plans for key employment sites
	This will guide future activity including future expenditure of LABGI and to ensure Salford has an infrastructure capable of attracting and retaining investment
	Long Term
	b

	Business Crime
	£100,000
	70 business properties made secure. 350 businesses receiving advice on security.
	Reduce the overall crime rate; reduce the number of businesses relocating outside Salford.

Improved image of Salford as a good place to do business. High levels of crime have a detrimental effect on businesses moving into an area and surviving. 
	2006/07
	b

	Void Property Support Package


	£100,000
	10 void properties occupied and paying business rates.
	Through increased occupancy within current void properties we aim to raise £160,000 in business rates. As well as halt the decline in business activity in deprived areas.
	2006/07
	a

	BIDS Feasibility Study
	£27,000 
	To appoint a consultant to undertake a Business Improvement District feasibility study in 4 key geographic areas of the City. 


	To establish a BID, that will empower local business to invest in their locality, which will sustain business stability and potentially encourage new start-ups.


	Medium Term


	b

	Sub Total of Recommendations
	£274,500
	
	
	
	

	
	
	
	
	
	

	TOTAL


	£494,500
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