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COMMUNITY AND LOCAL GOVERNMENT SELECT COMMITTEE: INQUIRY INTO  REGENERATION
Evidence from PLACE (Pennine Lancashire local authorities)
Introduction to the submitter
Andrew Lightfoot is Managing Director of Local Government Services at Blackburn with Darwen Council.  Andrew joined the council as Director of Policy in 2002 and was promoted to Executive Director Corporate Resources before moving to his current role.  He has previously worked for KPMG and has held regeneration roles at Rochdale MBC and Bolton MBC.  

Andrew leads the PLACE Strategy Unit which supports the Pennine Lancashire authorities.  The local authorities in Pennine Lancashire are Blackburn with Darwen, Burnley, Hyndburn, Lancashire County Council, Pendle, Ribble Valley and Rossendale.  We have a population of over 522,000, bigger than neighbouring cities, and a wide travel to work area covering Manchester, Leeds and Liverpool.  

Despite our administrative boundaries and two tier local government structures, the local authorities have worked collectively to bring about change for Pennine Lancashire.   This has included a change in the perception of Pennine Lancashire as an area to live, work, shop, and visit.  The private sector, colleges, voluntary sector and health services are working as a collective with the local authorities to achieve improved outcomes for local people.  

Executive Summary
· The Government’s approach to regeneration needs to give careful consideration of the impact the cuts in the public sector will have on future growth, particularly in deprived areas.   
· The front-loading of spending cuts doesn’t allow for an orderly transition of programmes and will leave big gaps in projects which have either been significantly scaled back in a short time frame or halted mid-way through the programme (eg HMR).  We do not believe that these policies will be sufficient to fill that gap and that momentum in regenerating areas will be lost.
· In areas with low land value, gap funding represents the most appropriate vehicle for levering in private investment and the development of capital schemes.  Deprived areas are regarded as high risk in investment terms and will continue to need public sector support to lessen risk and attract investors to bring forward developments.  

· We welcome the increase of local control of public finances, particularly the de-ringfencing and local pooling of budgets which will allow us to better address the wider impact of funding cuts across the public sector.  It is right that Local authorities should play a central role in aligning funding, setting strategy and providing Leadership.

· The abolition of RDAs is a positive step to greater devolution to local areas within a democratic setting, however we have concerns that the replacement Local Enterprise Partnerships are too large and do not truly reflect functioning economic geographies. 
· We welcome the opportunity to bring the local authorities and private sector together through Local Enterprise Partnerships.  The private sector and local authorities are separate entities that will need to recognise the role each plays in an area in regeneration.  The private sector can bring expertise, a focus on realistic goals and fresh investment to stimulate the economy; whilst the public sector will provide the democratic accountability, transparency and flexible approach to delivering statutory services (eg planning).
· Regeneration needs to be seen wider than just development and growth.  There are other social impacts which need to be considered eg health, education.  A healthy neighbourhood both physically and mentally can have positive effects on regeneration.  

Topics
How effective is the Government’s approach to regeneration likely to be? What benefits will the new approach bring?
Reforming and decentralising

· We welcome the government’s intention to reduce bureaucracy and bring forward a simplified, streamlined planning policy framework. 
· Whilst we agree in principle that abolishing regional strategies in favour of local and neighbourhood plans is the right way forward, care needs to be taken in the approach to communities determining and influencing what happens in their area.  Some communities will be better equipped to properly consider and influence planning in their area, however, some of the more deprived communities may struggle to determine what’s best for their area, what regeneration is needed and what impact some planning decisions will have.  Mechanisms will need to be put in place to support these communities to ensure a good balance and fairness between neighbourhood plans.  
· We welcome the increase of local control of public finance, particularly de-ringfencing and local pooling of budgets.  In Blackburn with Darwen we are part of the community place based budgeting pilot which brings the opportunity to co-ordinate public sector spend in the area.  
· It is right that the public sector should be open to scrutiny by local people and the need to strengthen accountability.  Good councils already have these arrangements in place through democratic arrangements or by pro-active engagement with the community.  However, it is equally important that councils capacity to deliver services isn’t stifled by being questioned on every detail.  
· We have concerns about the Free Schools policy.  It is important that schools that operate under this policy have entrance criteria in line with neighbouring schools.  Whilst we recognise that some faith schools have rigid criteria based largely around attendance at church etc, it is important that Free Schools do not target specific residential areas where they are likely to attract more affluent and brighter families taking these children away from other local schools where the attainment levels are more mixed and communities are integrated.
· In areas such as Blackburn with Darwen, the Free Schools policy has the potential to de-stablise our work on community cohesion and undermines our planning for pupil places going forward.  Massive investment through the BSF programme could be jeopordised with the advent of additional pupil places in free schools.  

· We have concerns around interpretation of a “broad and balanced” education through Free Schools which do not need to follow the national curriculum.  Some children can achieve more than they would ordinarily through a more flexible approach to learning, however, it is important that education attainment levels do not go down and children have the ability to  leave school with the same levels of understanding and knowledge regardless of the school they attend. 
· We welcome the commitment to continue the reforms to the benefit system.  Blackburn has a history of generational benefit dependency, an unhealthy cycle and culture which needs to be broken.  However, in order for the Work Programme to be a success it is vital that there are enough jobs in the local economy.  The OBR figures suggest that there will be 6500 job losses across Pennine Lancashire as a result of the public sector cuts, with the potential to create 13,500 new private sector jobs in the area by 2016.  However, as the cuts in the public sector have been front-loaded, unemployment will increase before the private sector jobs become available, creating a new generation of people reliant on benefits. 
·  Pennine Lancashire was used to trial the Work Capability Assessment which found that of those reassessed, just 6% were deemed not fit to work.  If extrapolated this would equate to 2,914 people classified as fit to work, and over a period of time would move onto JSA until they find a job.  On average this equates to around £100 a month less benefit for each individual.  The Centre for Cities Outlook 2011 report estimated that wider welfare spending cuts would take £27.3m out of the local economy. 
·  We welcome the Government’s changes to allow local government the freedom and responsibility to develop public health.  This will allow local authorities to have a more integrated role with health services and provide a more cohesive approach.  It recognises local government has played a key role in tackling public health for years through its services such as environmental health; housing; licensing etc.

Incentives for Growth

· The incentives for housing through the New Homes Bonus will provide a new source of funding to areas which have previously not benefited from housing grants.  
· However, based on the New Homes Bonus calculator for 2009/10, Blackburn with Darwen would draw down just £110,500 for 2011/12.  Neighbouring authorities such as Chorley will receive £377,395 whilst other areas in Lancashire will get £348,291 (Fylde); £850,259 (Wyre); £289,283 (Lancaster).  This new funding stream and others brought in by the government, go no way to address our concerns as to the long term damage of simply halting existing HMR mid-way through its programme.  HMR was a 15 year programme which has ended after just seven years.  A recent review estimated that at least £20m is required just to bring the programme in Pennine Lancashire to an orderly end.  A copy of our position statement and review of priorities submitted to DCLG in February is attached for your reference. 
· In Blackburn with Darwen, we have accessed funding to address serious structural weaknesses in the local housing market, from Housing Market Renewal; National Affordable Housing Programme and Property and Regeneration Grant.  In 2009/10 this totalled £19.7m and for 10/11 is expected to be £11.2m.  
· This leaves areas like Blackburn with huge challenges.  Not only will some residents now be left in homes where neighbouring houses are derelict, boarded up and vandalised, they live with the prospect of not being able to move out as their homes are worth so little on the open market.   The New Homes Bonus scheme is not an effective tool to leverage in private sector growth as it favours the more affluent areas and goes against regeneration schemes based on demolition.  
· We welcome the move to replace the RDAs with smaller more focused local enterprise partnerships bringing the public and private sector together.  However, the two are separate entities and will need to recognise the role each plays in an area.  The private sector can bring expertise, a focus on realistic goals and fresh investment to stimulate the economy; whilst the public sector will provide democratic accountability, transparency and a flexible approach to delivering statutory services.  Each adds value to the other and puts more power in the hands of local businesses and residents.   
· However, despite the guidance that Local Enterprise Partnerships be based on real economic geographies, in large parts of the country this is now not the case and it appears to be the bigger the better, the more influence, rather than a more focussed approach where the public and private sector really can work together on economic footprints. 
· Community Infrastructure Levy (CIL) - in a low value area the additional cost of a ‘tax’ to fund infrastructure or other works as a result of development is unlikely to attract private investment in and in Pennine Lancashire would detract investors. Flexibility to use the CIL over wider areas and to cross subsidise from higher value areas to low value areas may be helpful but developers are extremely sensitive in low value areas to accept any further costs to development.

Removing barriers that hinder local ambitions

· Whilst we welcome the Government’s plans to introduce new powers around borrowing against future business growth, consideration needs to be given in those areas where future income in business growth is untested or previously weak and authorities are left with empty units and debt.
· Tax Increment Finance could be a useful tool in certain cases in Pennine Lancashire and there is an appetite to test the scheme in the sub region. It is frustrating however that the tool may not be available until 2013 at the earliest. It would be useful if limited pilot schemes were able to proceed immediately to test the robustness of this initiative in some of our most difficult markets. 
Targeted investment

· In Blackburn with Darwen, 58% of the population live in the 25% most deprived areas in the country, 17% is below Decent Homes Standards and average earnings are 22% lower than the national average.  

· The Council’s Revenue Spending Power has been cut by £18m for 2011/12 and a further £8.7m for 2012/13.  As a deprived area we benefited from Area Based Grant, Working Neighbourhoods Fund and LEGI and with the cuts to these funding streams the council is facing an overall reduction of £33.174m (24.9%).  Whilst we are making massive back office cuts, there are unavoidable cuts to front line services which will affect all residents and impact on their daily lives, eg 20 play areas closing, bowling greens closing, reduction in opening hours at libraries and leisure centres etc. 

· We welcome the government’s Early Intervention Grant and the recognition that intervention needs to be undertaken in a child’s early years.  Blackburn has a good history of focussing resources in early years and has successful Children’s Centres across the borough.  Blackburn with Darwen has send educational attainment levels at GCSE improve over recent years and dedicated resources in early years will help to ensure this continues.  

· We support the government’s intention to reduce the national deficit, however, the cuts are severe for areas such as Blackburn who have relied on area based grants.  This grant has provided funding support to a long term strategy of regeneration and improvements in the area.  We fear that these harsh, front-loaded cuts will widen the poverty gap further.

· We believe the Affordable homes programme works better in higher value areas with a greater proportion of people renting.  In low rental areas such as Blackburn, it is going to be extremely difficult to raise additional finance on properties where in some cases private sector rentals are lower than social rent.  This will act as a disincentive for Registered Providers to invest in areas like Blackburn. 
· We welcome the government’s Regional Growth Fund to support private sector enterprise and economic growth and look forward to the guidance on round two bidding.  We hope that round one successful bids will be targeted in areas in most need rather than for political gain.  
Approach

· The severe front loaded cuts in local government will have a massive impact on front line services as mentioned above.  This also needs to be taken in context with other cuts across the public sector in the police, health and FE/HE institutes.  

· When these impacts are felt in the same wards, estates or families that have experienced cyclical derivation in the past, there is also a cumulative effect over time, with these patterns of worklessness, vulnerability and high demand on services perpetuating themselves.  With the gap between public sector cuts and private sector growth, the impact is likely to require extreme interventions in already deprived areas in the future.
· We welcome the ending of ring-fenced budgets and less bureaucracy and are pleased to be a pilot for the government’s place based budgeting as mentioned above. 

· We welcome the emphasis on the strategic leadership role that Local Authorities will play.

Will it ensure that progress made by past regeneration projects is not lost and can, where appropriate, be built on?  Will it ensure that sufficient public funds are made available for future town centre and city regeneration projects as well as for more localised projects?

· We believe that many of the government’s regeneration policies will not be sufficient to gap fund existing schemes and that the impetus will be lost.  
· Many areas in the North are only just showing signs of improvement – regeneration is long term and in many instances eg HMR, we are mid-way through long term intervention strategies.  
· Given the governments intention to reduce the national deficit within such a short time frame and the impact on cuts in local government we do not believe there will be sufficient public funds available for future regeneration projects. 
· In addition, as the focus turns towards private sector investments, areas such as Blackburn who have been left with unfinished projects (HMR) will find it difficult to attract new investors who will now favour more affluent areas and councils who will be making lucrative land available.  
What lessons should be learnt from the past and existing regeneration projects to the government’s new approach?

· Addressing deprivation and generational dependency takes time.  Long-term interventions strategies need the assurances that funding will continue at an agreed minimum level.  Whilst we appreciate the changes in the economy, long term strategies in deprived areas need not be affected so harshly while other more affluent areas seem to be able to benefit from new programmes (New Homes Bonus).
· The single pot approach would be welcomed to allow areas to address issues against an agreed economic and regeneration strategy.  
What action should the Government be taking to attract money from (a) public and (b) private sources into regeneration schemes?
· The government needs to ensure that banks are lending again at appropriate levels of interest. 
· LEGI experience has shown that access to loan finance is important to grow business and the government need to ensure loan schemes are in place if it is to rebalance the economy towards the private sector.  

· The private sector will be looking for quicker planning processes and less bureaucracy to allow them to develop areas quickly or grow businesses at the rate needed. 
· Government should be encouraging and providing the framework for Local Authortiess to be able to explore prudential borrowing to provide funding for infrastructure and development works in order to encourage and bring forward development. Where Local Authorities are less able to carry debt it would be helpful if the government could allow some flexibility to lessen the impact on revenue accounts. 
· Local authorities could be encouraged to provide funding directly to developers as they may be able to source funding at lower costs than the banking sector especially in the current climate for smaller scale projects where finance costs tend to be difficult to obtain and the cost of finance high. 
· Low value areas are regarded as high risk in investment terms and will continue to need public sector support to lessen risk and attract investors to bring forward development. 
· Successful Joint Venture arrangements are already in place in Pennine Lancashire but initially need to be pump primed to enable projects and asset bases to be established and over time become self sufficient. Joint Venture partnerships leverage additional private sector equity funding but only where land has value or there is a high value asset to balance the figures.
·  Access to public funding for remediation and infrastructure works would provide an efficient use of funding where development is stimulated and significant private sector investment is made as a result. Gap funding through HMR and HCA kick start funding was a vital tool for Pennine Lancashire in terms of bringing sites forward for development. 
· RDA and HCA assets and land banks should be a source of cross subsidy from higher value areas to low value areas such as Pennine Lancashire and look forward to receiving further detail about the future use of these assets as a useful source of funding in more deprived areas.
· Pennine Lancashire Local authorities have previously transferred stock out of public ownership and as such council house self financing cannot enhance the incomes of authorities.

How should the success of the Governments approach be assessed in the future?

· Regeneration should be assessed on outcomes rather than outputs which can be over bureaucratic and time wasting and focussed on quick wins rather than long term solutions and outcomes.
· If funding is to be un-ringfenced and a place based budget model used it is important that monitoring is undertaken as a whole rather than programmes pulled apart and individual projects monitored in isolation.  Projects should complement each other and whilst one may have lower outputs the impact it has on other projects should create better outcomes overall.  Whilst this may be harder to assess, we do not want to focus solely on numbers and statistics.  

Attachments:  HMR Position Statement and Review of Priorities

