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2. INFORMATION

Role and activities of LEPS 

2.1 
SEMLEP was established in 2010-11, and NEP in 2011-12, and the two LEPs now share a common membership of 6 out of 7 districts in Northamptonshire, Wellingborough having recently joined SEMLEP. Since their establishment, government has been expanding LEPs’ roles and resources, and more recently, they have become responsible for managing two new funding streams:-

(a) the combined European Social Fund and European Development Fund budgets, which have been provisionally allocated to each LEP, pending the submission by each LEP of a spending programme and unpinning strategy.  

(b)  the new Growth Fund, announced in the summer, which brings together existing funding streams into a single pot, held by LEPs, which authorities can bid into. It also comes into being in 2015. Although every LEP will receive some money from the national pot, part of the pot is competitive, so each LEP has to be able to put its case to the government by 19th December. An initial submission is required by 25th October. As part of this, LEPs are required to produce a Growth Strategy showing how it would utilise these monies, and this must also encompass the use of the EU funds mentioned above.  

2.2
The new Growth Fund is made up of a number of redirected funding sources including a proportion of New Homes Bonus (NHB) earned by local authorities. It is not yet clear how this will be manifested in reality, but the possibility remains that the Borough Council will see some of its earned NHB being compulsorily pooled to one or both LEPs, who would then operate bidding regimes for its use in localities. For authorities in two LEPs, it is not clear what the effect of pooling will be on how the monies affected are divided between LEPs.
2.3
As reported at the last meeting of this Committee, the Council’s response to the consultation, summarised below, is to ask the government to rethink their plans to allow more flexibility. 

Summary of consultation response to government on pooling of NHB

a) The Council recognises the Governments objective of creating a Local Growth Fund of £2bn but objects to the Government’s proposition that £400m of monies should come from the funding previously earmarked for the New Homes Bonus.


b) If the Government is committed to providing £400m of funding to the Local Growth Fund from local government budgets, it should come from another source.


c) Kettering Borough Council respectfully requests that the Government enters a mature dialogue with the local government community so that a more acceptable source of funding can be identified to meet the Government’s previously stated commitments without undermining the objective of accelerating housing delivery.
2.4 Depending on the outcome of the consultation, there may have to be a view taken about whether the Council should seek to focus its membership on one LEP rather than two, although the Council will have to seek permission from government before leaving a  LEP. The draft pooling rules would mean that the Council loses £600,000 of its earned income per annum for five years – about 35p in the £ of NHB.
2.5
The LEPs also control the Growing Places Fund, which was allocated to them in  2011/2, and from that fund, offers of £1.75m and £1m have been made by SEMLEP and NEP respectively towards the delivery of growth and the East Kettering development in particular. 

2.6.
EU Monies 


SEMLEP has been provisionally allocated €88m and NEP €55m and there is a tight timetable to indicate how that money would be used in each area, alongside some inflexibilities in how the funds can be divided between various headings. Both LEPs have been discussing with their membership priorities and the strategic cases which have to be made in order to have an allocation confirmed, which is expected to happen in mid 2014, with the monies being available over a 7 year timescale starting in 2015.   An initial bid had to be submitted by 7th October. 
2.7
The option to prepare a single joint strategy for SEMLEP and NEP was proposed by SEMLEP but that offer was not taken up by NEP. Accordingly two strategies, with some overlap, are being prepared.  

2.8
The Borough Council’s priorities within these negotiations have been in securing resources for the training and skills agenda and to support a “green” agenda, including increased resources for improving housing standards on energy efficiency grounds.  

Growth Strategies and the City Deal 
2.9
Both LEPs are also in conversation with their members about the preparation of a growth strategy each, but because of the tightness of the EU timetable, this has taken second place to preparing the EU element of what will eventually be a single overarching strategy. 

2.10
NEP has taken the view that its pre-existing Ten Point Plan will form the basis of the Northamptonshire Growth Strategy, but there are elements of this plan which the Borough Council will find difficult to sign up to. The Ten Point Plan was launched by NCC and NEP earlier this year but had not been the subject of consultation with other NEP members, and as such, remains the basis for a discussion, not an adoptable document. The Borough Council will have reservations about some of the detail in the existing document, notably:-
(i) the assumed pooling of all NHB, 
(ii) the assumed pooling of other growth funds 
(iii) the assumed pooling of other developer contributions, as a prerequisite to achieving the plan’s objectives, and

(iv) the stated ambition of creating one new “World class” general hospital for the county, presumably by closing the two existing ones which is in direct contradiction of Council policy as set out in the Council resolution below:-

"RESOLVED 
that:-

(i)
Kettering Borough Council pledges itself to work together with the public, local organisations and local members of Parliament to save the acute health care services at Kettering General Hospital; and

(ii)
the Mayor write to the Chair of the Healthier Together Review Team, enclosing a copy of the resolution, and also to Corby Borough Council, the Borough Council of Wellingborough and East Northamptonshire Council asking for them to consider passing a similar motion and to work with Kettering Borough Council to save services at Kettering General Hospital."



(Minute 12.C.76 – 22.1.13)

2.11
In preparing a marketing plan for the growth strategy, NEP have identified a major project in each district  of the County to focus effort around, and locally, this is the East Kettering SUE and associated employment sites. 
2.12
SEMLEP is preparing a growth strategy on the back of existing collaborative work, led by Milton Keynes Council, to negotiate a City Deal for authorities in the SEMLEP area. The City Deal was intended to make an offer to government that participating councils would commit to increasing the pace of growth, in return for additional capital and revenue support from government. Government have since said that they want to see an increase in the quantum of growth and are unable to offer anything other than some freedoms and flexibilities for Councils. Negotiations are still underway.
2.13
The SEMLEP growth strategy will therefore pick up the already prepared elements intended for the City Deal and craft a strategy around them; East Kettering and the associated renewable energy proposals for the wider area will be incorporated into that strategy. Recent discussions have indicated that the SEMLEP want to make the wider East Kettering development a showcase project.

2.14
Both LEP strategies will influence how much money is available locally to support growth.

2.15
SEMLEP has decided that it will commit to ensuring that no authority will get back less from the eventual Growth Fund than it has contributed in pooled NHB. NEP have yet to make a statement on this matter.

2.16
Growth strategies need to evidence the economic landscape in their areas, and identify address the local constraints to growth. In our case, these are likely to focus on energy supply and grid capacity, transport infrastructure barriers and skills. The Borough Council’s Green Book appraisal on the east Kettering area developments will be a useful strand of evidence to share with the LEPs. 
3. POLICY IMPLICATIONS
3.1. When the Council considered,  in 2010, how it wished to support the creation of a LEP in the area, it considered two competing options, and in doing so devised some governing principles. The application of these principles led to the Council joining SEMLEP and subsequently to agreeing to join NEP on the basis that the second prospectus for the creation of NEP married with those principles. These principles are still relevant now in guiding our approach towards devising, and endorsing a Growth Strategy from each LEP.   

3.2. The original resolution is quoted below.  

"RESOLVED
that:-
(i)
Kettering Borough Council supports the LEP proposal for the South East Midlands, subject to us continuing to work with the partner agencies in shaping the bid and finalising details about governance, funding and focus, to ensure it is in the interests of local communities.

(ii)
the Committee clarifies to Northamptonshire County Council the issues it cannot support in the Crossroads of England bid, such as:-

(a)
the automatic hypothecation or re-direction of funds, either from S106 sources, or from grant or incentive regimes, which would normally fall to the Borough Council to allocate


(b)
the translation of the Northamptonshire Arc into a formal planning document in its current form


(c)
the abolition of North Northamptonshire Development Company or its absorption into a county-wide delivery body


(d)
the Borough Council will expect to be fully involved in discussions regarding the composition of the Board of the LEP"
3.3
Updated to reflect the current circumstances, this would imply that 

a) The Council will not support any organisational structure, strategy or measure which includes the need for the automatic hypothecation or re-redirection of funds, either from developer contributions or from grant or incentive regimes, which would normally fall to the Borough Council to allocate 

b) Support for any structure, strategy or measure does not imply support for the translation of the Northamptonshire Arc into a formal planning document in its current form

c) Support for any structure, strategy or measure does not imply support for the abolition of NNDC or its absorption into a county wide body 

d) The Borough Council will expect to be fully involved in discussions regarding the devising of strategies on growth and EU money. 

3.3. In respect of (a) SEMLEP's offer to “repatriate” NHB, albeit as capital rather than revenue, is to be welcomed as a step to ameliorate the adverse affects of compulsory pooling should it proceed. A similar commitment from NEP would be welcome but has not been referred to.

3.4. In respect of (d) above, the Council was not engaged in the crafting of the NorthamptonshireTen Point Plan, and a commitment to have an open dialogue on a future Growth Strategy is to be welcomed, although no meaningful work at officer level has yet been started. Open dialogue is taking place with both LEPs on the use of European money and has and continues to take place within SEMLEP on their growth strategy. 

4.      FINANCIAL RESOURCE IMPLICATIONS
4.1.
The Council currently makes a £7000 contribution towards SEMLEP management costs, but has not been asked to make a contribution towards NEP’s cost which are almost entirely met by NCC.
4.2
The allocation of substantial amounts of EU and Growth Fund money will be important to how well the Borough Council can continue to progress its priorities and deal with local issues and socio-economic change.
4.3
The Council, on the basis of current projections, would see approximately £600,000 of its NHB earnings each year passed to one or both LEPs to allocate to projects within its area; about £3m over the life of the Growth Strategy.

4. RISK MANAGEMENT

4.1
The principal risks that the Council face are  
a) it does not influence the strategies such that the ability to benefit from the programmes funded by them is reduced.
b) it does not secure a good enough level of funding for projects even if the programmes are ones we support; this is more acute with the loss of part of the earned New Homes Bonus receipts, unless both LEPS can undertake to at least, in some way,  return money that has been pooled. 
c) Its guiding principles and policy positions are at odds with a LEPs plan.
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to outline progress and discussions with both Local Enterprise Partnerships (LEPs) about their work to prepare a growth strategy each and the associated work on making commitments to utilise EU monies from 2105 onwards;





to set out the consequences for Kettering Borough Council of these two related pieces of work; and 





to restate the principles the Council relied on in supporting the creation of LEPs in 2010-11 and  to seek continued endorsement on those as a reference point in the discussions on growth strategies and EU  monies





5.	RECOMMENDATION





	The Committee is recommended to:





note the work underway to prepare growth and EU strategies in both LEPS; 





endorse the priority areas identified in the report in respect of influencing EU fund allocation;





restate the existing principles on LEP membership, so that they to apply to the final form of growth and EU strategies and programmes (as set out in paragraph  3.2 above);





formally ask the NEP if it will replicate the offer SEMLEP has made in respect of the repatriation of pooled NHB contributions;





confirm it wishes to maintain its policy position on the Kettering General Hospital and its guiding principles in considering LEP membership and support for growth strategies and plans.








 








	








