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Guidance notes for visitors
Local Government House, Smith Square, London SW1P 3HZ

Welcome!
Please read these notes for your own safety and that of all visitors, staff and tenants.

Security
All visitors (who do not already have an LGA ID badge), are requested to report to the Reception desk where
they will be asked to sign in and will be handed a visitor’s badge to be worn at all times whilst in the building.

Fire instructions
In the event of the fire alarm sounding, vacate the building immediately following the green Fire Exit signs. Go
straight to the assembly point in Tufton Street via Dean Trench Street (off Smith Square).

DO NOT USE THE LIFTS.
DO NOT STOP TO COLLECT PERSONAL BELONGINGS.
DO NOT RE-ENTER BUILDING UNTIL AUTHORISED TO DO SO.

Members’ facilities on the 7th floor

The Terrace Lounge (Members’ Room) has refreshments available and also access to the roof terrace, which
Members are welcome to use. Work facilities for members, providing workstations, telephone and Internet
access, fax and photocopying facilities and staff support are also available.

Open Council
“Open Council”’, on the 1st floor of LG House, provides informal

meeting and business facilities with refreshments, for local authority members/ Open .
officers who are in London. WC{/
Toilets

Toilets for people with disabilities are situated on the Basement, Ground, 2nd, 4th, 6th and 7th floors. Female
toilets are situated on the basement, ground, 1st, 3rd, 5th,and 7th floors. Male toilets are available on the
basement, ground, 2nd, 4th, 6th and 8th floors.

Accessibility

Every effort has been made to make the building as accessible as possible for people with disabilities.
Induction loop systems have been installed in all the larger meeting rooms and at the main reception. There is
a parking space for blue badge holders outside the Smith Square entrance and two more blue badge holders’
spaces in Dean Stanley Street to the side of the building. There is also a wheelchair lift at the main entrance.
For further information please contact the Facilities Management Helpdesk on 020 7664 3015.

Further help
Please speak either to staff at the main reception on the ground floor, if you require any further help or

information. You can find the LGA website at www.local.gov.uk

Please don’t forget to sign out at reception and return your badge when you depart.



Local {8

Government

Association

European & International Board
7 February 2013

The European & International Board meeting will be held on Thursday 7 February 2013 at
11.00am, Westminster Suite, 8" floor, Local Government House.

Political Group meetings
Conservative Group at 10.30am in Conservative Group Office.

Apologies

Please notify your political group office (see contact telephone numbers below) if you are unable to
attend this meeting, so that a substitute can be arranged and catering numbers adjusted, if
necessary.

Labour: Aicha Less: 020 7664 3263 email: aicha.less@local.gov.uk
Conservative: Luke Taylor: 020 7664 3264 email: luke.taylor@local.gov.uk

Liberal Democrat: Group Office: 020 7664 3235 email: libdem@local.gov.uk
Independent: Group Office: 020 7664 3224 email: independent.group@local.gov.uk

Attendance Sheet
Please ensure that you sign the attendance register, which will be available in the meeting room.
It is the only record of your presence at the meeting.

Location
A map showing the location of Local Government House is printed on the back cover.

LGA Contact
Frances Marshall (Tel: 020 7664 3220, email: frances.marshall@local.gov.uk )

Guest WiFi in Local Government House

This is available in Local Government House for visitors. It can be accessed by enabling “Wireless
Network Connection” on your computer and connecting to LGH-guest, the password is
Welcome2010LG.

Carers’ Allowance

As part of the LGA Members’ Allowances Scheme, a Carers’ Allowance of up to £6.19 per hour is
available to cover the cost of dependents (i.e. children, elderly people or people with disabilities)
incurred as a result of attending this meeting.

Hotels

The LGA has negotiated preferential rates with Club Quarters Hotels in central London. Club
Quarters have hotels opposite Trafalgar Square, in the City near St Pauls Cathedral and in
Gracechurch Street, in the City, near the Bank of England. These hotels are all within easy
travelling distance from Local Government House. A standard room in a Club Quarters Hotel, at
the negotiated rate, should cost no more than £149 per night.

To book a room in any of the Club Quarters Hotels please link to the Club Quarters website at
http://www.clubqguarters.com. Once on the website enter the password: localgovernmentgroup
and you should receive the LGA negotiated rate for your booking.
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European & International Board

03.08.12

European & International Board - Membership 2012-2013

Councillor

Authority

Role

Conservative (8)

Gr. Uff. Marco Cereste OSSI
OMRI [Vice-Chair]

Peterborough City

Gordon Keymer CBE

Tandridge DC

Rural Commission

Keith Glazier East Sussex CC

Sandra Barnes MBE South Northamptonshire DC
Liz Eyre Worcestershire CC

Neil Clarke Rushcliffe BC

Sir Simon Day Devon CC

David Shakespeare OBE Wycombe DC

Substitutes:

Joanne Beavis

Braintree DC

Phil Grove Malvern Hills DC

Ranil Jayawardena Basingstoke & Dean BC
Mike Wilcox Lichfield DC

Labour (6)

Dave Wilcox OBE [Chair]

Derbyshire CC

Councillors’ Forum

Sir Albert Bore

Birmingham City

Guy Nicholson

Hackney LB

Economy & Transport Board

Sherma Batson MBE DL

Stevenage BC

Roger Lawrence

Wolverhampton City

Sue Murphy Manchester City
Substitute:
Dave Allan Sunderland City

Liberal Democrat (3)

Richard Kemp CBE [Deputy-
Chair]

Liverpool City

Lord Graham Tope CBE

Sutton LB

Sian Reid

Cambridge City Council

Substitute:

Nigel Mermagen**

South Somerset DC

Independent (1)

Shirley Flint* [Deputy Chair]

North Kesteven DC




Substitute:

Roger Dennison Lancaster City Council

Linda Gillham Runnymede BC




LGA European & International Board

Attendance 2012-2013

Councillors 18.09.12 | 9.11.12
Conservative Group

Gr. Uff. Marco Cereste No Yes
OSSI OMRI

Gordon Keymer CBE Yes Yes
Keith Glazier No Yes
Sandra Barnes MBE Yes No
Liz Eyre No Yes
Neil Clarke Yes Yes
Sir Simon Day Yes No
David Shakespeare OBE Yes Yes
Labour Group

David Wilcox OBE Yes Yes
Sir Albert Bore No No
Guy Nicholson Yes No
Sherma Batson MBE DL Yes No
Roger Lawrence Yes No
Sue Murphy Yes No
Lib Dem Group

Richard Kemp CBE Yes No
Lord Graham Tope CBE Yes Yes
Sian Reid Yes Yes
Independent

Shirley Flint Yes Yes
Substitutes

Joanne Beavis Yes Yes
Phil Grove Yes

Nigel Mermagen Yes
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Westminster Suit (8" Floor), Local Government House, Smith Square, London

Item Page Time

1. Update on future EU funding 2014-2020 3 11.00am

Presentation by Sue Baxter, Deputy Director of EU Programmes,
Economic Development Directorate at the Department for
Business, Innovation and Skills (BIS) who is leading the UK
negotiations on structural fund reform. Sue will provide an update
on the latest position in the EU-wide negotiations.

Presentation by Kenroy Quellennec-Reid, the Senior Financial
Engineering Manager at the Greater London Authority. As

requested by Members at their last meeting, Kenroy will outline how
European Investment Bank loans operate on the ground.

2. International Development Report 55 11.40am

3. Councils’ role in supporting International Trade and 61 12.10pm
Investment

4. Round-up of activity: Board EU lobbying priorities, 65 12.40pm
institutions and international activities

5. Notes of the last meeting 7 12.55pm

6. Date of next meeting

Tuesday 21 May 2013, 11am at Local Government House, London.
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Update on future EU funding 2014-2020

Purpose of report

For discussion and direction.

Summary

This report provides the context for the two external speakers addressing the Board meeting:
Sue Baxter, Deputy Director of EU Programmes, Economic Development Directorate at the
Department for Business, Innovation and Skills (BIS); and Kenroy Quellennec-Reid, the

Senior Financial Engineering Manager at the Greater London Authority.

The report also updates Board Members on recent activity and setting out proposals for next
steps.

Recommendation

To discuss next steps arising from recent LGA activity.
Action

LGA officers to take forward Member recommendations.

Contact officers: Jasbir Jhas / Dominic Rowles

Position: Senior Adviser / Adviser

Phone no: 020 7664 3114 /00 32 2 502 3680

E-mail: Jasbir.jhas@local.gov.uk / dominic.rowles@local.gov.uk
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Update on future EU funding 2014 — 2020

Purpose of report

1. This report aims to provide the background for a Board discussion on two key issues
which members identified at the last Board meeting:

1.1. LGA lobbying activity to secure the local delivery of EU funds.
1.2. Information on the innovative use of EU funds to secure local growth.
2. Two external speakers have been invited to update members on these issues.

EU structural funds 2014-2020

3. Worth up to £8 billion, EU structural funds should play a significant contribution to local
partners’ efforts to bring growth to local areas. The LGA’s continued lobbying for the
devolution of the delivery of EU structural funds for 2014-2020 has seen some real
success in recent months. Our lobbying has consistently called for EU funds to be joined
up and locally responsive, recommending funds are managed locally, free from overly
bureaucratic rules, integrated and aligned with other sources of regeneration funding.

4. LGA members have been lobbying hard to achieve these objectives including:

4.1. Influencing Whitehall by developing key policy asks of Government for EU funds to be
devolved. An LGA brief, (attached at Appendix A), on delivering future EU funding
programmes, highlights the LGA policy asks. Meeting with relevant Ministers,
publishing proactive reports, organising roundtables with lead Whitehall officials,
contributing to match funding work, and securing 2 local government secondees into
Department for Business Innovation and Skills (BIS) EU funding team.

4.2. Influencing Brussels by developing key policy asks from Brussels for EU funds to be
devolved through lobbying UKREP, Members of the European Parliament and the
European Commission.

4.3. Working with councils throughout our lobbying, and evidence basing our work where
appropriate.

5. In November 2012, the Government published proposals to align a significant amount of
spending decisions on EU structural funds for the 2014-2020 to LEP areas. The
proposed EU growth model for England includes:

5.1. An “EU Growth Programme” to bring coherence to the objectives of four EU funds
where they overlap — European Regional Development Fund (ERDF), European
Social Fund (ESF), some parts of European Agricultural Fund for Rural Development
(EAFRD) and alignment with European Maritime and Fisheries Fund (EMFF).
Priorities are: innovation; SME competitiveness, skills; low carbon and employment.
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5.2. An EU Growth Programme Board made up of Government, European Commission,
and relevant stakeholders to provide oversight. In terms of management and day to
day running of each of the funds, the respective managing authorities within
Whitehall will manage the administration, compliance with EU regulations and
oversight.

5.3. Funding would be aligned with Local Enterprise Partnership (LEP) designed EU
investment prospectuses. They would have notional seven year allocations which
would be reviewed / adjusted according to performance. LEPs would be expected to
collaborate with each other to increase scale and flexibility of investments.

5.4. The European Commission introduced new mechanisms to facilitate local and sub-
regional plans known as Integrated Territorial Investments (ITls) — providing places
with levers through devolved funding, Community Led Local Developments (CLLD) —
delegated decision making to local partnerships, and Joint Action Plans (JAPs).

5.5. The EU requires the UK to draw up a Partnership Agreement setting out how the
Funds will be deployed to bring about sustainable jobs and growth.

6. The Government’s proposal is a significant shift from a position where EU funding
delivery was through national and regional programmes. The Government set out these
proposals at a series of roadshows across England (November to December 2012),
attended by a wide range of local authorities and other stakeholders.

7. A formal timetable has not been set out by Government, but it is anticipated that:
7.1. Guidance for LEPs will be published in the Spring.

7.2. LEP growth prospectuses to be completed in Autumn/Winter 2013, although the
Government expects local partners to start developing their thinking now.

7.3. Final approval in mid-2014, with go-live mid to late 2014.

8. The move to local delivery was welcomed by the LGA as a good direction of travel, but
with an acknowledgement that much detail needed to be negotiated. During 2013, this
must be our focus as the funding package detail is negotiated in Brussels and Whitehall.

Recent developments - future negotiations on delivery

9. As the principles of localism have been won, the LGA’s attention now needs to focus on
working with our member authorities and with the relevant Whitehall departments on the
detail of how a devolved EU funding system will work at a LEP area level.

10. To take this forward, the LGA launched a report in January 2013 to offer a focus for the
delivery negotiations. The report, EU funds and Local Growth, is attached at Appendix
B. It was produced by Shared Intelligence and identifies a number of key questions for
discussion over the coming months, plus a series of recommendations, aiming to inform
the detailed thinking that local and national partners will need to undertake in determining
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a model that delivers maximum local impact. It also features evidence from councils on
their innovative use of funds. The full report can be accessed here:
http://www.local.gov.uk/c/document _library/get file?uuid=6a69043b-3003-484b-aa2a-
0a5126¢c6e931&groupld=10171.

The report makes nine recommendations to make EU funds secure maximum benefits for
local communities and economies. These have been offered to BIS as the focus of
central/local discussion on the future of structural funds in 2013. They are:

11.1.Recommendation 1 - Devolution: Priorities should be set and decisions taken at the
most appropriate level. Local partners should be able to influence investment
decisions, and this should include joint commissioning national programmes at the
local level.

11.2.Recommendation 2 - Local responsiveness: Local partners should have the
flexibility to shape EU investment locally, taking decisions on the allocation of EU
funds, the approval/rejection of projects, monitoring and overseeing the funds.

11.3.Recommendation 3 - Democratic accountability: This should be enshrined
through providing a leading role for local councils, and providing public sector
partners, local communities, businesses, and the third-sector influence over EU
spending strategy and decision-making.

11.4.Recommendation 4 - Integration with other funding: Councils and LEPs need to
be able to use EU funds in a smarter and more integrated way across EU funding
streams and in conjunction with national and local funds, as part of LEP growth
funds.

11.5.Recommendation 5 - Application of new mechanisms: Some LEPs will find that
ITls, CLLDs and JAPs are an appropriate financial mechanism to deploy EU funds.
They should be given the freedom to pursue these tools and financial mechanisms
such as JEREMIE, where they will support local growth plans.

11.6.Recommendation 6 - Creative use of match funding: LEP funding needs to be
“clean” to provide EU match funding. Partners are keen to use and explore resources
creatively including their own funds and new sources such as concessionary public
works loan rate and new public and private match funding, and the government
should facilitate this through local growth teams.

11.7.Recommendation 7 - Stability: Local partners should have a seven-year allocation
of funding, with limited change over that period to ensure a strategic approach to
growth over that period.

11.8.Recommendation 8 - Simplification and support: The proposal to simplify funding
applications are very welcome, and should be matched with a greater emphasis from
the proposed Local Growth Teams on supporting project development rather than
focussing on compliance.
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11.9.Recommendation 9 - Flexibility to work across hew economic geographies:
Councils are keen to work with LEPs across new economic areas promoting multi-
sectoral, multi-level partnerships where this is the most effective approach. Councils
should be able to engage flexibly with EU funds through national initiatives, locally
within their LEP and through collaborating across LEPs.

12. The report was launched at the LGA EU Funds and Local Growth conference on 22 January
2013. LGA leaders set out the proposals for detailed discussions in 2013. Michael Fallon
MP, Minister for Business and Enterprise, presented Government’s view on local EU funding
models. He accepted many of the principles highlighted in the report and agreed that these
issues should be the focus for further negotiation between national and local government.

13. Councils have expressed mixed reactions from the proposals. Key issues of concern
include:

13.1.Councils are pivotal in building capacity of LEPs, and making them a success, and so
must be integral to the solution.

13.2.All local partners are critical in shaping EU investments - councils, universities, the
third sector, businesses, and national agencies — rather than LEPs alone.

13.3.Many local areas are keen to develop their own plans for a devolved funding model,
and are voicing concern at Government’s lukewarm view on it ITls (i.e. more flexible
local delivery structure).

13.4.Some EU funds, particularly ESF, will remain nationally driven, with limited local
influence.

13.5.Extent of democratic oversight on national and local governance boards.

13.6.Whitehall managing EU funds separately may compromise integration of funds
locally.

Next steps

14. The following actions are proposed for the next few months.

15. The LGA wrote to councils in January to find out what local ideas for delivery models are
emerging through discussions with partners. Board members may wish to highlight what
is happening in their local areas.

16. Following the recommendations and analysis of the LGA commissioned report (above),
the LGA offers to bring together, through a series of focused workshops, lead Whitehall
officials and a group(s) of councils to ensure local practice helps to develop the detail of
new models. These could be developed from February, and would be used to influence
the development of the UK Partnership Agreement. Discussions could focus on:
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16.1.Theory to reality — testing the plans for localism to ensure that the intent is delivered
through practice (e.g. percentage of funds to be delegated).

16.2.Local flexibility on delivery models — to what extent local areas can flex delivery
structures for example making use of ITls etc.

16.3.Determining local funding priorities — how this can work in practice locally (councils,
LEPs, local growth teams).

16.4.Co-commissioning provision and local buy-in.

17. Pursue follow up meetings with lead Ministers, including Michael Fallon MP and the
employment minister, Mark Hoban MP to ensure the key messages are received.

18. Develop support tools for councils on future EU funding, so they can take discussions
forward locally with their LEPs. This could cover overarching principles and timescales.

19. Sue Baxter, Deputy Director of EU Programmes, Economic Development Directorate at
the Department for Business, Innovation and Skills (BIS), leads the Government’s work
on the delivery of EU funds. She will update Board members on the Government’s
thinking on the EU negotiations on EU structural funds from 2014-2020, and negotiations
on future management and delivery of these in England.

European Investment Bank loans

20. At their last meeting, members discussed how we needed to look at more innovative
ways of spending EU funds and that a practitioner experienced in the use of European
Investment Bank (EIB) loan schemes should be invited to provide an overview to the
Board about the main EIB loan instruments which can help to secure growth in local
areas.

21. Kenroy Quellennec-Reid, the Senior Financial Engineering Manager at the Greater
London Authority will address the Board and outline how European Investment Bank
loans operate on the ground.

22. The main EIB schemes of relevance to local government are:

22.1.JEREMIE - Joint European Resources for Micro to Medium Enterprises, allows EIB
funds to be matched with ERDF to create a holding fund which is used to provide
loans (or equity or guarantees) to SMEs. The instrument has been used in Wales,
Yorkshire and the Humber, the North West and the North East to create loan funds
of over £90 million each.

22.2.JESSICA — Joint European Support for Sustainable Investment in City Areas,
typically allows ERDF and EIB funds to be brought together to create an urban
development fund to support urban regeneration projects and public-private
partnerships. Wales, Scotland, London, the North West and the East Midlands have
opted to use the instrument creating loan funds of between £15 million and £100
million each.
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22.3.The EIB can also issue ‘mainstream’ loans directly to larger scale projects.

22 .4 Finally the EIB also supports ELENA - European Local Energy Assistance, which
helps local authorities to prepare energy efficiency or renewable energy projects.
London, Bristol, and Birmingham have benefitted from funding.

23. Such instruments will play an important role in the future alongside the traditional grants
from the Structural Funds. It is therefore important that councils and their partners
understand the opportunities that exist and help shape these investments in their local
areas.
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LGA briefing on delivering future EU funding
programmes
November 2012

The Local Government Association (LGA) is the national voice of local
government and our mission is to support, promote and improve councils.

In this short brief we summarise a new approach to developing EU funding
programmes for 2014 — 2020, focusing specifically on how the European
Regional Development Fund (ERDF) and European Social Fund (ESF),
together with the EU Rural Development and Fisheries funds, can help
drive growth and prosperity in local economies.

We agree with the principles set out by the Heseltine Review, that EU
funds should be integrated and devolved to local partnerships, such as
LEPs, as a wider package for local growth. This brief explores issues
further, making strategic recommendations for the way ahead.

Summary

Added value of investment

Focus on outcomes

New national and local government partnership
Institutional framework and geography
Resolving dilemmas

Negotiating new programmes

oakrwN~

1. Added value of programmes

In an era of restricted public finances the future ERDF and ESF will be
increasingly central to local and national efforts to driving growth and
supporting people to benefit from it.

Local government has a long history of using European funds to deliver
positive outcomes for people and places. In essence, because they:
e fund local projects which would not be funded by national schemes
o offer access to stable seven year programming period to plan long-
term structural strategies
o foster innovation in delivery through multi-sectoral and multi-level
partnerships
e encourage additional match funding into local areas from private
and public sectors.

Over the last two programme periods, councils’ ability to shape
investments around local ambitions for growth have increasingly hampered
by creeping centralisation of funding models, which are not delivering the
best possible outcomes.

2. Focus on outcomes

The focus on outcomes should be the starting point of a new level of
collaboration between central and local government- first deciding on the
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outcomes national and local government collectively want to deliver, and
then determining a model through which the outcomes are best achieved.

The EU is focused on supporting growth through innovation, SME
development, and the green economy. It wants to help promote social
inclusion, develop high-end skills and reduce the numbers of disengaged
young people.

These are priorities that resonate in all places, but the journey to achieving
them will often require bespoke, locally responsive programmes and
projects.

For instance, while some priorities sit comfortably at the national level,
such as funding innovation and high-end technologies, others are distinctly
more local, such as supporting SMEs which function in local economies,
and reengaging young people which is a responsibility of local authorities.

3. New national and local government partnership

There are a huge range of options available for delivering the future funds
in a way that delivers the best outcomes on the ground. Both national and
local government have a key role to play, a new level of collaboration is
needed to achieve ambitions.

This is because, on the one hand, the EU’s complex regulations and
auditors force Whitehall departments to focus on efficient administration
above other factors, which has encouraged centralised programme
management and control.

But on the other hand, we know local models work. They are more
targeted, they more easily join-up other local, national and EU
interventions; they better engage local employers and leverage private
sector match-funding they are more directly accountable, and ultimately,
they deliver strong outcomes for people and places.

There is, therefore, a collective need to ensure all places have the
opportunity to influence provision in their area over the seven years. There
are many options available for achieving this. For instance, starting at the
most radical:

¢ Full devolution of funding to local partnerships, which would run local
programmes

e Local seven-year investment or commissioning plans, led by local
partnerships, through which all European funds in each place would be
routed

e The responsibility to ‘sign-off’ projects within the process for awarding
funding, and holding providers account for delivering outcomes for
priority groups for the area

¢ Oversight and monitoring of spending in line with local economic and
skills plan, and bringing forward projects to address those priorities.

It might be that local areas prefer to have a different role for different
thematic priority areas, for instance, in some places programmes to
reengage young people might be fully devolved, while maintaining an
oversight and monitoring of innovation spending in specialised sectors.

12



4. Institutional framework and geography

The EU places an emphasis on regions as a preferred level for
administration functions (as NUTS | areas) and, generally speaking,
county level boundaries (NUTS Il) for the allocation of funds based on local
economic performance as measured by GDP.

There are, therefore, a range of options for organising the geography of
funding strategies and programmes — all of which, since the abolition of
Regional Development Agencies, require a new level of collaboration
between local and central government.

But we are not starting from a blank sheet. The institutional framework

already exists, local authorities, businesses and other partners are

working, with many devolved levers and budgets, to drive growth through:
e Local Enterprise Partnerships

Combined Authorities

City Regions

Local Strategic Partnerships and

Employment and Skills Partnerships.

It should be up to local authorities and their partners to decide, with the
Government, how they wish to organise themselves to access, influence,
or run EU programmes within, or outside, these existing partnership
arrangements.

5. Resolving some dilemmas, the benefits of devolved approaches

As well as improving outcomes, a more collaborative approach between
national and local government will enable councils to help resolve a
number of dilemmas in the management of future programmes:

e Match-funding is increasingly scarce; public services should better align
spending to achieve similar objectives. Local authorities have been
knitting together funding packages to provide match-funding, and offer
local SMEs the support and stable environment through which to attract
additional private sector match-funding

¢ Aligning spending is a priority for the EU, national and local government,
but is difficult to achieve. At a practical level, councils want to be able to
train people using ESF to take jobs created by ERDF but the national
fragmented model, does not easily allow this. Alignment should be
better encouraged and enabled, and is be best achieved locally through
joint programmes, investment plans or projects.

¢ Monitoring performance is increasingly important for the EU, which
wants to focus on outcomes, but EU and government struggle to
articulate what outcomes EU funds deliver. However local authorities
have a firm grip on the outcomes achieved by projects they lead on, and
holding providers to account for meeting them — devolved models would
be able to aggregate outcome performance nationally.

6. Negotiating new programmes, one option

All places should be free to explore with the Government how they might
contribute to future programmes. One option for reaching decisions on new
models would be for government to set out three, simplified, options
through which local areas might choose to influence spending. In simple
terms, they might include:

13



e Basic — all local partnerships are able to play a role in commissioning
from the outset by influencing spending priorities in their area, have
oversight of spending and providers, and access programmes to deliver
projects.

e Medium — on top of this local partnerships should have the opportunity
to set seven-year investment plans, led by an existing or new local
board, to commission all European funds, and performance oversight to
ensure provision is locally accountable

e Advanced — in some areas where there is critical mass, ambition, and
the administrative capacity, local partnerships should be able to manage
local programmes of devolved EU funds, either as an operational
programme or an Integrated Territorial Investment.

The process for agreeing the role of local partners in the delivery of funds
should be open and flexible - all places would be free to seek whichever
role is most appropriate for them given the overarching funding priorities,
projected return from programmes, and so on, which would be negotiated
with government based on the overarching national strategy and delivery
picture.

Concluding points

Local government is the most efficient, experienced, and stable partner
involved in managing EU programmes; they have much more to offer in
helping to realise the untapped potential for individuals and growth.

It is crucial we get this right. In the absence of other investment pots
communities and local economies will be increasingly reliant on what EU
funds can achieve for them.

Now, as in all previous EU funding negotiations, we have emphasised the
benefits of joined-up and locally responsive funding programmes — we
stand by this and the evidence that these models work.

We’re keen to discuss this approach with you further. Please contact us for
more information on anything covered, or not covered, in this brief,
including examples of how local authorities are using EU funds to grow
local economies.

Contact: nick.porter@local.gov.uk
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Foreword

For decades, councils have used European Union (EU) structural funds to deliver
positive outcomes for people and places. Securing future EU funds, likely to be worth £8bn
to the UK during the 2014-2020 programme, will be crucial to driving growth in local areas up
and down the country.

With a backdrop of restricted public finances, all councils across England, working with their
local enterprise partnerships (LEPS), have the appetite, commitment and expertise to convert EU
money into new jobs, infrastructure and growth.

But we must get the mechanics right to enable this to happen, as previous EU programmes
have proven too fragmented, too centrally driven and too challenging to access. The government
needs to trust local areas to make the right spending decisions.

Councils have continuously called for EU funds to be joined up and locally responsive. Our aim is
simple. The next round of EU funds should be more effectively managed, more reflective of local
need, and free from overly bureaucratic rules, both from Brussels and Whitehall.

We welcome the direction of travel signalled by the Chancellor’s Autumn Statement, which looks
to align and devolve key growth levers, such as transport and skills. This has been a long-standing
call by the LGA, as has the devolved EU funding model backed by government at a series of road
shows late last year. It is a clear signal from the government that local areas are better placed
than Whitehall at understanding the unique economic, social and geographic demands of their
communities and can more effectively deliver projects that help deliver the economic growth the
country so desperately needs.

But only through working out the detailed delivery models will we understand the extent to which
EU funds are truly integrated and locally responsive. We want to make that happen. This LGA-
commissioned report sets out the key issues, which need further development to maximise that
local impact. To summarise, these include:

¢ Local responsiveness — EU funds deliver better outcomes when they respond to local
economic priorities and need. This has been done in various ways, from local seven-year
investment plans, to co-commissioning spending, through to full devolution of funding.
In the new programme, councils and their partners must have a key role in shaping the
strategic planning of EU funds both nationally and locally, as well as selecting and approving
projects which will deliver growth locally. Locally accountability will also be important to
ensure EU funds continually add value, and this requires local democratic representation
on national and local boards which oversee the running of the programmes.
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¢ Integration and alignment — the need to integrate and align spending better to provide
match-funding, maximise effectiveness and value for money; this needs to happen
centrally and locally, and both between EU funds and with national and local monies.
There are a range of options for achieving this, including integrated planning and new
Integrated Territorial Investment tools.

e Stability, simplification and flexibility — local areas need stable funding for the full
seven-year period to plan effective actions, in a way that is simple for local partners to
use and access. It also needs to offer flexibility so that it supports a range of new partners
and at the same time allows funding to be shifted between local priorities based on local
circumstances.

Councils are leading the debate on how to maximise the value of these funds, and this report offers
a focus for local and national government to collectively determine the detail for implementing a

delivery model. We know that achieving these ambitions is not straightforward.

The LGA looks forward to leading negotiations with government to facilitate this, and working
with councils and local partners in the year ahead.

Councillor David Sparks
LGA Vice Chairman
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1

European Funds and Localisation

1.1

1.2

1.3

1.4

Introduction

This report has been written during the negotiation process on the future European Union
(EU) budget and structural funds for 2014-2020. During the period when the research
was taking place, the government produced its initial proposals for the management of
the Structural Fund Programme in England (the focus of this report). Funding of as much
as £8 billion across the UK is likely to be available during the next EU programme. This
offers significant potential for councils and their partners to work with Local Enterprise
Partnerships (LEPs) to stimulate growth.

This report makes the case for giving local partners sufficient freedoms and flexibility
to maximise local growth through EU funds. It makes a series of recommendations to
the Government which are grounded in the arguments for a genuinely local approach
to growth, in the context of the current domestic discussions around growth and skills,
including the publication of the Heseltine Report!. Implementing these recommendations
should help to ensure local partners can maximise benefit of the funding in support of
local communities and economies.

In writing this report, we reviewed the literature on the case for a localist approach to
the delivery of European funding programmes, and interviewed local authority officers
across the country to identify the ways in which the structural funds could most effectively
support growth at the local level. The result of this work is set out in the following chapters,
which outline how local partners in England can work collaboratively to manage and co-
commission EU economic development and skills funding.

Localisation and effectiveness

Local delivery shortens supply chains and reduces costs, potentially generating greater
economic efficiency and even reducing the risks associated with the loss of redistributive
power by central government?. Fiscal decentralisation is also often considered an effective
mechanism to increase participation, transparency and accountability in policy-making®.

1. BIS, No Stone Unturned in Pursuit of Growth, October 2012.

2. EzcurraR and Pascual P, 2008. ‘Fiscal decentralization and regional disparities: evidence from several European Union
countries’ Environment and Planning A, vol. 40: 1185-1201.

3. Putnam RD, 1993. ‘Making Democracy Work: Civic Traditions in Modern ltaly’ Princeton University Press, Princeton,
NJ; Ebel R D, Yilmaz S, 2002. ‘Concept of fiscal decentralisation and worldwide overview’, texts submifted for the
International Symposium on Fiscal Imbalance Final Report, Commission on Fiscal Imbalance, Quebec.

4
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1.5
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1.7

The LGA has been arguing for the implementation of greater decentralisation including
the need to lift the burden of bureaucracy and increase local control of public finance.
Councils across Europe are exploring more effective ways to use EU funding to support
local economic growth. For example, in Denmark, the Trekant councils have come
together to agree local innovation priorities, as in the case study below?.

Trekantsomradet Local Authorities in Southern Denmark agreeing Growth
and Innovation Priorities

In Denmark local actors, regional councils and local authorities to co-operate on
common innovation strategic priorities and earmark resources for local areas. At least
35% of Structural Funds expenditure must benefit the designated peripheral areas
developing stronger links between them and nearby cities and areas of growth and
innovation. Municipal cooperation is used to stimulate the commitment of private
firms and the creation of business networks with innovation priorities being set locally
and agreed by municipal partners and the private sector. Local authorities have
built a partnership with business and focus on: cluster development, network and
competence building, innovation monitoring and an knowledge hub. The project
shows how councils within functioning economic areas are aligning their
activities with others to meet EU2020 growth and innovation priorities.

The government has recognised that councils are best placed to make decisions about
the needs of their local communities, and this was stated in the 2012 Localism Act, which
gives local councils and communities greater powers. The next European programme
offers an opportunity to enhance the coherence of funding to support local economic
growth, and give councils greater influence over the way EU funds are directed.

‘No Stone Unturned’ (Heseltine, 2012) calls for very significant funding devolution: “we
need to empower local places by letting them take the initiative to generate local growth”.
Heseltine calls for greater alignment of EU funding and leverage of local income. He
claims local leaders are best placed to understand the opportunities and obstacles to
growth in their own communities.

“Policies that are devised holistically and locally, and which are tailored to local
circumstances, are much more likely to increase the economy’s capacity for growth.
National policies devised by central government departments can never be as relevant to
all the different circumstances of our local economies as strategies that originate in those
places to start with”. (p31)

4. OECD, 2012 Reviews of Regional Innovation: Central and Southern Denmark.

5

21



1.8

1.9.

“First, too many decisions are taken in London without a real understanding of the particular,
and differing, circumstances of the communities affected. And second, with responsibilities
divided up between policy departments, no one in government is tasked to look holistically
at the full range of issues facing a particular area. The economic challenges faced by Bristol,
Cambridge or Hull will never be fixed simply by improving housing or upgrading broadband
access. Barriers to growth are always multi-faceted” (028)

These policy discussions set the backdrop for the localisation of EU funds to help
achieve economic growth. Councils and their local partners can demonstrate the
knowledge, expertise and stability needed to manage EU funding programmes. The local
management, commissioning and delivery of future EU funds to bring growth to local
areas has a number of advantages. These are explored in more depth in the following
sections. Councils are able to develop locally relevant, integrated programmes highly
attuned to local needs, which add value to existing activity and are, by definition, locally
accountable. This new approach to EU funds offers a valuable opportunity to enhance
collaboration between central and local government maximising the value of EU funded
programmes and matching both national and local growth objectives.

The European Budget

The context within which the EU funds are being negotiated is one of economic fragility
including considerable pressure on the Eurozone and restricted growth. EU heads of
state have agreed the Common Strategic Framework (CSF) funds for 2014-2020 should
be focused on driving EU international competitiveness. The European Commission is
proposing to ‘mandate’ the UK to channel funds into addressing the biggest relative
challenges facing the UK as well as contributing to the ‘Europe 2020’ ambitions for
creating smart, sustainable and inclusive growth.

EU funds are used to stimulate economies, extend employment opportunities, develop
a skilled and adaptable workforce, and promote rural development. They are designed
to reduce disparities between different localities and boost economic growth — typically
areas of lower relative Gross Domestic Product (GDP) receive higher allocations. It is
proposed that they are simplified and combined into a CSF ensuring funds are directed
towards investments supporting the Europe 2020 strategy (see next section).

The CSF will include:

¢ European Regional Development Fund (ERDF), which aims to strengthen economic,
social and territorial cohesion by supporting regional and local economic development
and reducing imbalances between regions across Europe;

¢ European Social Fund (ESF), which is designed to increase employment opportunities and
improve the situation of the most vulnerable by promoting social inclusion and tackling poverty;
e European Agricultural Fund for Rural Development (EAFRD), which supports
smart, sustainable and inclusive growth in agriculture, food and forestry, supports inclusive
development of rural areas; and,

(@]
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¢ European Maritime and Fisheries Fund (EMFF), which promotes social cohesion in
fisheries dependent communities.

The CSF Funds will be directed towards investments that support the Europe 2020
strategy. The priorities of Europe 2020 are to support national governments to deliver
smart, sustainable and inclusive growth, with a strong emphasis on job creation and
poverty reduction. The strategy is focused on five main goals and targets:

e Employment: 75% of 20 to 64-year-olds to be employed;

¢ |[nnovation: 3% of the EU’s GDP to be invested in R&D;

e Education: reducing school drop-out rates to below 10%, and at least 40% of 30 to
34-year-olds completing third level education;

e Poverty reduction: at least 20m fewer people in or at risk of poverty and social exclusion;
and,

e Climate/energy: greenhouse gas emissions 20% lower than 1990, 20% of energy from
renewable, and 20% increase in energy efficiency.

The European Commission has also identified specific issues which the UK’s structural
funds should target to support economic growth. For the CSF Funds, the priorities
are: improving the employability of young people, in particular those not in education,
employment or training; integration of people from jobless households into the labour
market; and supporting SMEs to access finance. Councils have a role in all of these
areas, and a strong interest, therefore, in the operation of the EU funds.

As well as employment and economic growth, EU2020 includes a significant emphasis on
the innovation and science agendas with measures anticipated covering climate change,
digital developments and smart specialisation. Councils can demonstrate experience
in meeting these priorities too. For instance some authorities including Sheffield, York,
Birmingham and Newcastle have been working with universities and on research and
science park facilities in the current programming period and will be keen to continue do
S0 in the coming years.

Tohelpimplement this proposed approach at the local level, the Commission hasintroduced
new mechanisms to facilitate the development of local and sub-regional plans. These are
Community Led Local Developments (CLLD), Integrated Territorial Investments (ITls) and
Joint Action Plans (JAPs) - a short description of each appears within the following box.
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1.16

1.18

e The Community-Led Local Development (CLLD) model builds on the LEADER
approach and aims to increase effectiveness and efficiency of territorial development
strategies by delegating decision-making and implementation to a local partnership
(or local action groups) of public, private and other partners.

¢ Joint Action Plans (JAPs) are part of one or several priority axes or operational
programmes implemented to achieve specific objectives agreed jointly between
the Member State and the Commission. The JAP is a tool to move the focus of
management more to outputs and a results-based approach. The areas where it
can be applied are not defined, but it can cover technical assistance as well as
sustainable integration of young people into employment.

¢ Integrated Territorial Investment (ITl) is an instrument which provides for
integrated delivery arrangements for investments under more than one priority axis
of one or more Operational Programmes. Funding from several priority axes and
programmes can be bundled into an integrated investment strategy for a certain
territory or functional area. The government has stressed a strong case will need to
be made to support the use of ITls.

Proposed EU Growth Model for England

The government has developed a proposal for delivering the funds in England with the
objective of increasing their effectiveness in delivering growth, their responsiveness to local
needs as well as national priorities, their efficiency and accessibility to beneficiaries.

[tincludes the development of an “EU Growth Programme” where the objectives of the four funds
overlap. This would combine ERDF and ESF with some part of EAFRD and an alignment with
EMFF where appropriate. The growth programme would have as its top priorities, innovation,
SME competitiveness, skills, low carbon and employment.

While each CSF Fund would continue to operate as a distinct fund with its day to day running
being overseen by the respective managing authority, the government would create an
EU Growth Programme Board at national level, and would continue to be responsible for
overseeing the use of the funds, their administration and compliance with EU regulations.

Some parts of the funds would be matched against national programmes, for instance the
Department of Work and Pensions’ Work Programme. Some CSF funds will be deployed
as loans through “financial instruments” rather than through grants, in order to stretch the
budget further.

@
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1.20

1.21

1.22

Local delivery would be through Local Enterprise Partnerships (LEPs), so that EU Funds can be
aligned with local growth programmes and priorities®. This would be done by negotiation around
an EU investment prospectus to be prepared by LEPs as part of their wider growth strategies.
LEPs would have notional allocations for the seven years covering ERDF, ESF and some EAFRD
as appropriate, although they would be reviewed and adjusted according to performance.

The governmentis keen for LEPsto collaborate to deliver the EU growth programmes across
LEP areas on the basis that this might increase the scale and flexibility of investments. It
is, though, less enthusiastic about devolution of administrative and financial responsibility
to local areas, but the Government must be prepared to discuss this where there is a
strong case for increasing the impact of the funds.

The government suggests that the EU funds, delivered through this new model, illustrated
in the diagram below, will be:

e more effective in their impact on growth;

e responsive to local needs and national priorities;

e more efficiently delivered enhancing value for money to the EU taxpayer; and,

e more accessible to potential beneficiaries, more co-ordinated and consistent.

Proposed EU Funding Growth Model for England

Growth Programme - European
Regional Development Fund (ERDF),
European Social Fund (ESF) and
European Agricultural Fund for Rural
Development (EAFRD)

Maritime and
Fisheries Programme

Rural Development

Programme (EAFRD) (EMEF)

Cemmon
Co-Financing Strategic
Organisations Framework (CSF)
Growth Teams

Local Enterprise Partnerships
(LEPs) / Integrated Territorial Community Led Local
Investments (ITls) Development including
LEADER* and FLAGS (Fisheries
Local Action Groups)

* LEADER grant money comes from the European Agricultural Fund using the acronym of Liaison Entre Actions de
Développement de |'Economie Rural

5. HM Treasury Autumn Statement, December 2012, p78.
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1.23

1.24

1.25

1.26
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1.28

The Autumn Statement highlights that LEPs will be asked to prepare a preferred EU Investment
Prospectus as part of their wider growth strategy for agreement by the Growth Board. LEPs
will be asked to lead the development of strategic plans for local growth in line with national
priorities and will have new roles and funding in other growth areas, for instance in setting
skills strategies and co-ordinating bids under the Employer Ownership pilot programme. A
strategic examination of the use of EU Funds will be linked in with this role.

Implementation of the government model

The proposed model for delivery of the structural fund programmes under the next round
will be aligned with local growth objectives in a way that has not been possible up to now.
A combined EU Growth Programme as proposed by the government which allocated
funds to LEPs or groups of LEPs could bring greater coherence and responsiveness to
local needs. Greater delegation would deliver better value and higher impact results.

While this model signals a move towards a localist approach, much of the detail is still to
be determined. These include:

e The extent of devolution of administrative and financial responsibility to local partners;
e The amount of the funds that might be retained by government for aligning with its
programmes, such as employment and prison-related projects;

e The extent to which the notional allocations are likely to change; and how the negotiation
process will be carried out with local partners.

This document aims to support the next stage of discussions with the government by
examining these issues and illustrating what will be needed from the funding arrangements
in order to best deliver growth at the local level.

The LGA has made the case for localisation of EU funding, expressed in the form of
principles for localisation focusing on:

¢ | ocal responsiveness and accountability;

e |ntegration and alignment; and,

e Stability, simplicity and flexibility.

The next sections of the report look at the three headline principles providing examples
from councils across England of how they can be used to make the structural funds more
effective in delivering economic growth. We make a series of recommendations designed
to help focus the next stage of negotiation between central and local government on the
implementation of the proposals.
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Local Responsiveness and Accountability

2.1

2.2

2.3

2.4

2.5

2.0

EU funds should be used to tackle local needs and priorities. For this to happen, decisions
about funding priorities and allocation need to be made at the local level. Representatives
of local partners and in particular local councils must be involved in setting priorities for
EU funds at both national and local level.

Some local partnerships of LEPs working with councils and other partners, may wish
to take on greater responsibility and accountability for EU funds than others. The level
of delegation of responsibility may vary across the country depending on the capacity,
priorities and other activities of individual LEPs. Nevertheless, all areas should be able to
influence both the prioritisation of the funds and their allocation to projects.

As the government works up the details for the implementation of its proposals, it will
need to identify the extent of the responsibility that lies with LEPs. A leading role for
councils will be vital for providing democratic accountability, and access to the funds for
local communities.

Devolution

Subsidiarity, making decisions at the closest possible level to the citizen, is a fundamental
principle that applies to the operation of the EU at Member State level. It is critical that
decisions are taken at the most appropriate level, so that for instance, investment to
support SMEs to develop and grow must reflect economic conditions at the functional
economic area level, and efforts to move people into work must respond to employer
demand in local labour markets.

[t is also important that organisations responsible for service delivery are able to take
decisions over investments in those areas. For instance, councils have a statutory
responsibility to support young people and reduce disengagement, and should therefore
lead in designing and commissioning EU-funded support programmes in their areas.

We would expect that most EU funding should be devolved to localities and that national
programmes should be the exception. Where EU funds are matched nationally to support
national programmes and where these are delivered locally, they should be locally
commissioned with the involvement of the local partners. For instance, local partners
across the country would welcome the opportunity to influence and co-commission
employment programmes with Jobcentre Plus.
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2.8

2.9

Councils are doing a great deal to organise and streamline local services to support
families with complex needs with a history of intergenerational worklessness. They also
play a vital role in a range of services critical to increasing the employability of those furthest
from the labour market such as housing and health. Councils and local partners would
be able to co-ordinate service provision more effectively with national Work Programme
activity through joint commissioning at the local level. Increased local influence will result
in much more tailored and locally relevant deployment of funds.

The following examples demonstrate the way in which a local area can successfully
link the use of ESF with other programmes through their knowledge of local
employment conditions.

Essex County Council: Essex Apprentice

The Essex Apprenticeship project, promoted by Essex City Council (ECC), targeted
the engineering and manufacturing sectors firstly in anticipation of their projected
job growth and secondly to reduce the number of young people not in education,
employment, or training (NEET). £900,000 of ESF allowed ECC to bring together
public and third-sector actors to set up an Apprenticeships Training Agency, which
employed apprentices directly reducing costs for employers. Apprentices were
rotated around several employers applying their newly acquired skills and allowing
employers to ‘test drive’ several apprentices with a view to recruiting them in
year two. The project outperformed all its targets and was particularly effective in
substantially reducing NEET rates and promoting relevant vocational opportunities.
The Essex Apprentice project is a good example of how councils’ deep
knowledge of local employment conditions and needs can be applied to
direct EU Funds effectively improving employability, and reducing labour
market exclusion.

In Barnsley, however, the adoption of a centralised approach to ESF resulted in a lack
of transparency and meaningful engagement, in contrast with the council-led locally
delivered NEET provision.
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Barnsley Youth Unemployment

The Yorkshire & Humber ESF Framework identified persistent structural problems
compounding levels of worklessness and economic inactivity in Barnsley and
South Yorkshire (SY). To address these issues, during 2007-2013, SY received
£139m European Social Fund (ESF) administered through three national Co-
financing Organisations (CFOs): the Skills Funding Agency, Jobcentre Plus and
the National Offender Management Service. However, the top-down approach
of the programme resulted in a number of problems hindering its capacity to
effectively meet its targets and particularly to engage with the hard-to-reach
inactive participants. The adoption of a centralised one-size-fits-all
approach by national organisations meant that local groups were not
engaged and support was not available for the hardest-to-reach groups.
As a result, very few people in Barnsley on the scheme actually needed the
help offered with only 10% of participants unemployed at the point of starting
the programme. At a similar time Barnsley MBC ran its own programme in
unemployment ‘hotspots’ within neighbourhoods experiencing high levels of
youth worklessness. By contrast this targeted ESF-funded scheme helped the
authority to reduce the number of disengaged young people from 13.1% in
2006 to 5.6% in April 2012.

Local responsiveness

There will be variation at local level around partners’ appetite for taking on full accountability
for EU funds and responsibility for compliance. Regardless of where this lies, however,
local partners will want responsibility for prioritising the funds and identifying projects
within their growth plans. Within the EU programme requirements, they should have full
flexibility in setting funding priorities between for example, growth and social inclusion
activity based on the needs of their area.

In practice, this means that the structures for managing EU growth funds need to support
partners at the local level to take decisions on their prioritisation, their allocation, approval
or rejection of projects, monitoring and overseeing the programme delivery.

lllustrating how councils do this, Torbay Council used ERDF to tackle local economic

priorities by successfully promoting a locally tailored programme of business support, as
described in the following example.
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Torbay Council - Enterprise Growth in the Bays

By matching ERDF Urban Enterprise Priority Axis 3 funding with council and SWRDA
Single Pot funding, Torbay council secured £5m regeneration funding for projects
to stimulate enterprise growth in the Bay’s most deprived areas. Torbay’s economic
performance is among the poorest in the South West. Torbay has the lowest level of GVA
per head, the lowest average earnings, the highest proportion of benefits claimants and
the highest unemployment rate. In light of this, it used ERDF for enterprise coaching,
micro loans, social enterprise support, self-employment support, and access to start
up finance. 133 new jobs have been created and 114 new businesses established,
50% of which are in Torbay’s most deprived area. Torbay Council was able to
use ERDF to address key weaknesses in the local economy, successfully
promoting a programme of business support that favoured enterprise growth
in those areas most in need of public assistance.

2.13  Hull City Council developed a suite of Community Partnership activities focused on the
needs of deprived areas.

Hull City Council - Community Partnership

Under the 20002006 Obijective 2 programme, ERDF funding for the Humber sub-
region was directed to assist the most deprived areas and communities in Hull.
Hull City Council (HCC) managed the funds and provided the secretariat for a local
community partnership created to identify the areas and individuals of greatest
need. The programme delivered 168 projects across Hull and the sub-region with
a value of £197m and was successful in securing £130m of match funding. A
number of successful projects were approved and implemented including: East
Hull Community Transport, which by 2010 enabled over 1,000 individuals to access
work or vocational training for employment; and St Aidan’s Community Resource
Centre, which focused on employment initiatives and family support in targeted
areas having poor literacy and numeracy skills. It also funded the Hull Employment
Partnership, which went on under the 2007-2013 Programme to secure £2.2m of
ERDF matched by £2.3m of public funds to help support the growth of enterprises
in the more deprived areas of Hull. It created 180 jobs, 60 new businesses, assisted
270 SMEs and 90 social enterprises, and promoted £3m of additional investment
in the local economy. HCC was effective in identifying highly tailored local
strategies promoting economic growth.
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2.16

Local partners feel distant from the funding agencies and have found it hard to influence
spending priorities in their area. But there are examples where this has been achieved
successfully through the good will and commitment of local partners. Blackpool was able
to deploy ERDF for an Economic Development Zone to develop a spatial strategy to help
revive its Seafront area (see case study below).

Blackpool Economic Development Zone (EDZ)

Blackpool was able to use ERDF under two different programmes. Community
Economic Development (CED) under Priority 2, and an Action Plan under Priority
3 to develop a spatial strategy and regeneration projects within an Economic
Development Zone. The CED intervention projects created local employment and
enterprise opportunities, removed barriers to participation and progression, improved
employability and increased labour market participation. They also built the capacity and
cohesion of groups and communities and improved the physical environment. Under
Priority 3 the aim was to tie in deprived neighbourhoods through new employment
and business creation. The environment needed comprehensive improvement only
achievable through an EDZ action plan designation. Large regeneration projects,
including the seafront and entrance corridor areas to the resort, had a profound
economic and social impact on the adjoining deprived wards. Blackpool’s EDZ met
local priorities and successfully engaged the local community. It illustrates
the capacity and capability of this unitary authority to develop and manage
EU funded action plans.

Democratic Accountability

As we have argued above, local partners have a better understanding of the needs of
local businesses and residents, which means that they are in a position to use resources
more effectively to respond to their needs. Councils have a crucial role to play in providing
democratic accountability and transparency, and in engaging local communities. Many
areas have made use of EU mechanisms, such as LEADER and Integrated Area Plans, to
achieve effective local accountability.

Local communities need to know how EU funds are being spent in their area. For the next
programming period, democratically elected representatives are best placed to ensure
local accountability and should play a full role in the development of local priorities.

N
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2.18

2.19

2.20

Local engagement should apply at each stage in the process of implementing the 2014 to
2020 Structural Funds. This must start with the development of the Partnership Contract
between the EU and the government, including local government, and follow through
into the development of Operational Programmes. There should be local representation
on the EU Growth Board and within Local Growth Teams. Councils and their partners will
need to have a key role in constructing local growth plans.

The Nottingham case study below shows how ERDF has been allocated through
Commissioning Groups of councils and local partners.

Nottingham

In Nottingham, £142m ERDF was used to promote economic development in the
12 most disadvantaged local areas of the East Midlands region. They targeted the
funds through local ‘Commissioning Groups’ composed of representatives from
councils who could put forward local priorities and help shape the programme.
Local partners together were better able to identify relevant priorities and facilitate
match funding (£85m) and demonstrate improved economic performance across
all the target areas. Locally determined investment plans have been able to
address the needs of disadvantaged areas with minimal administration.

Some councils have talked about the challenge of achieving real influence within the Local
Management Committees set up to oversee ERDF at the regional level, and the ability
of local areas to have oversight on how ESF is being spent in their local areas. The new
programming period offers an opportunity for LEPs to engage proactively on EU funds.
Heseltine notes “with a new enhanced role for LEPs, it is important they have the skills
and capabilities to deliver”. Councils can help achieve this. Technical Assistance should
also be used to help develop capacity.

Conclusions and Recommendations

At this stage there is a lack of clarity over a number of key issues within the government’s
proposed structures for managing EU funds within the next programme period. In
particular, there should be discussion on:

® The role of local partners in setting priorities for the funds at national level;

e The proportion of the total CSF funds to be devolved to LEPs and local partners;

e | ocal partner engagement in commissioning national programmes which will be delivered
at the local level;

® The extent of devolution to LEPs in terms of responsibility for not only prioritising the use
of the funds within their areas, but also for allocating funding to projects; and,

® The roles and relationships between LEPS, local councils and other partners, including
universities.

N
»

32



2.2

2.22

We have argued in this section for mechanisms to ensure local responsiveness, flexible
use of funding within local areas, supported by democratic accountability on the basis
that they will increase the impact of EU funding. Influencing decisions on EU spend at
an early stage will be crucial and this should start with engagement of local partners
in negotiations on the Partnership Contract, and on the proposed national EU Growth
Board. At the local level, democratic accountability will help to increase responsiveness,
transparency, and engagement of local communities.

Our recommendations are as follows:

1 Devolution: priorities should be set and decisions taken at the most appropriate level.
Local partners should be able to influence investment decisions, and this should include
joint commissioning national programmes at the local level.

2 Local responsiveness: local partners should have the flexibility to shape EU investment
locally, taking decisions on the allocation of EU funds, the approval/rejection of projects,
monitoring and overseeing the funds.

3 Democratic accountability: should be enshrined through providing a leading role for

local councils, and providing public sector partners, local communities, businesses and
third-sector influence over EU spending strategy and decision-making.
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Integration and Alignment

3.1

3.2

3.3

3.4

3.5

A significant element of the government’s proposal is to integrate EU funds, and this is
a very positive step. EU funds should be brought together to deliver strong, integrated
programmes in all areas reflecting local economic geographies. The European
Commission is clearly determined to see greater integration, and the government
proposals discuss the intention to support the use of the funds to support each other.
However, how this will be achieved will affect the ease with which local partners are
able to ensure spend takes place on the ground.

Funds should also be integrated with national funding streams, and the preparation
of local growth plans incorporating EU growth funds should support this. The extent
to which national funding streams are able to be integrated and operate as a single
pot will depend on the extent to which the recommendations of the Heseltine report
are implemented, but again will impact on the ability of LEPs and local partners to
achieve local growth.

Subjecttotheanswerstothese questions, instrumentslike Integrated Territorial Investments
(ITls) and Community-led Local Development (CLLD) should be fully exploited wherever
there is the local capacity and appetite to do so.

Integration

The LGA believes that greater benefits could be realised by better aligning EU funding
with domestic funding through local mechanisms®. This would ensure that investment
priorities are accountable to local needs. Integration of funding allows councils to
improve the alignment, co-ordination and delivery of EU funding with their economic
development priorities.

The integration of funds is not new; in the current programme period some areas have
been able to exploit ERDF and ESF together to do this (see the following Cornwall
case study).

6. LGA, Towards an EU Local Development Methodology, 2010.
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Combining ESF with ERDF: Newquay Airport in Cornwall

Cornwall and the Isles of Scilly already work to align ESF and ERDF both
strategically and through commissioning via a joint Convergence Local Management
Committee. Funds are combined at a project level with joint ERDF and ESF projects
delivering against an agreed growth and skills agenda. For instance, substantial
ERDF capital investment at Newquay airport has been complemented with £8m of
ESF convergence funding for training and capacity building to support workforce
development as part of an ESF ‘Cluster and Geographical Programme’. The aim
was to target the specific skill needs of 200 members of staff linked to the ERDF
investment at the airport. ESF also funded associated technical training to support
the airports’ future growth for instance around meteorology, and radar and air
traffic control. The project shows that some councils are already combining
structural funds adopting a streamlined approach and maximising the
impact of strategic investments.

3.6 An example of how a local area can integrate European and domestic funds effectively at
the local level is provided in the case study of Norfolk below:

Norfolk County Council: InteGreat, Coast Alive

Between 2000 and 2006 Norfolk County Council (NCC) invested £11m of its own
money in projects that had a combined value of £114m and a EU funding contribution
of £42m from a mix of European funding streams. It included the £16m InteGreat
project, £4.7m of which was from ERDF, to revamp the seafront at Great Yarmouth.
Over its 4-year life, the project significantly overachieved against its targets drawing
in match funding from the East of England Development Agency, Objective 2, the
Heritage Lottery Fund and NCC. The County Council was able to use transnational
programmes to generate tangible outcomes for the sub-region. For example,
through an Interreg project, Coast Alive, new community benefits were delivered for
the economy of the North Sea region using €319,082 of ERDF and NCC resource.
NCC has shown how the integration of EU and domestic funds can deliver
value for money and target the needs of the local economy.

3.7 The example provided in the following Liverpool Investment Vehicle case study illustrates
the ambition to maximise the impact of funding by creating a single funding pot to support
local growth.
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3.8

Liverpool Investment Vehicle

Looking to the future, a new approach to investment for the city of Liverpool is being
developed which will be deployed through the Liverpool Mayoral Development
Corporation (LMDC). The LMDC will provide strategic direction and control for
a new investment programme, the Mayoral Investment Programme (MIP), using
public and private finance and assets through a single pot. The long-term aim for
the LMDC is to operate a multi-billion pound investment vehicle that will operate
as a “Bank of Liverpool”. This will grow and evolve over time but will initially bring
together a widening number of public funding streams, including future EU funding,
into a single investment pot which can then be used to attract additional private
sector match and leverage commercial loans and equity funding. Importantly, it is
estimated that up to 40% of this single pot could be eligible as local match funding
to attract both ERDF and ESF. The scale, ambition and streamlined nature of
the fund shows how some authorities are aspiring to a much more coherent
and aligned approach within the next programming period.

Sources of finance for the MIP single pot could include government funds provided as
a consequence from the original Liverpool City Deal, the City Council’s own resources,
future receipts from sale of City Council and HCA assets, business rates from the two
Enterprise Zones in Liverpool, national initiatives such as Regional Growth Fund and
Growing Place Fund, investments in Liverpool via JESSICA and the Green Investment
Bank, and future EU funding programmes. Local partners will also use the fund to
align resources with those provided by the Technology Strategy Board, the Work
Programme, Manufacturing Advice Service and Growth Accelerator; thus allowing the
LDMC to commission to compliment ERDF and ESF-funded activity.

In some areas, City Deals provide a vehicle for delivering EU funds. A number of City
Deal proposals put the case for influence and control over skills funding including all
SFA expenditure and corresponding control over the ESF match, with local flexibility
around eligibility requirements for training. Where a City Deal programme seeks additional
responsibilities for prioritising SFA spend, that corresponding additional ESF should be
identified within the LEP allocation to support it. An example is provided in the following
case study from the Greater Norwich City Deal proposal.
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Greater Norwich City Deal (Proposal)

The strategic objectives of the Greater Norwich City Deal are consistent with the CSF
Objectives of delivering growth and EU policy tools, notably the use of Integrated
Territorial Investments. This would provide an opportunity to secure a 7-year programme
of funding using Structural Funds, to meet the strategic priorities for growth in the
area. Greater Norwich can demonstrate critical mass, ambition, local capacity and
solid governance. It will be particularly helpful in removing the requirement for EU
projects to have to deal with a number of Government departments that tend not to
be always synchronised with local action plans and priorities.

3.9 Linking up to national programmes should help to avoid duplication, and provide a better
fit with these programmes and their priorities. Councils will also be able to widen and
deepen national support as they see fit: for instance, by tying into the needs of local
businesses or extending provision into new target groups that have been identified as
requiring support, as in another example from Liverpool, below.

Liverpool City Council - ILM programme

During the 1999-2005 programming period the Council used ESF to solve the
problem that New Deal for Communities only targeted the 18-24 age group. The
ILM programme aimed to reduce long-term unemployment for over 25-year-olds.
The council contracted provision to local social enterprises to deliver employment
and training to long-term unemployed residents. The local programme was highly
complementary with national one and during its final year nearly 70% of participants
moved into permanent employment. The vast majority of the businesses involved in
the programme are still operating today within Liverpool and in some cases being
run by former trainees. Liverpool City Council demonstrates how it is possible
to extend national provision into new target groups.

3.10  The more that national and EU funds can be integrated by government prior to allocations
being made to LEPs on the basis of their growth plans, the greater the local discretion and
flexibility over the allocation of the funds will be, and the more effectively local partners will
be able to deliver growth at the local level.
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Application of new mechanisms

3.11 Depending on the answer to the above question, the new programme offers the
opportunity to apply new mechanisms (ITls, CLLDs, JAPs). Some of these mechanisms
may therefore provide a more effective mechanism for integrating funds than the LEP
allocations elsewhere will allow. As LEPs and local partners develop their ambitions to
align local programmes with new investments to support growth, these opportunities
should be encouraged. In addition there will be the opportunity to develop approaches
previously available through the financial instruments known as JEREMIE and JESSICA.

3.12  The following case study shows how local partners have proposed a single funding pot.

Future investment models: Cornwall

It is anticipated, following the City Deal approach that ‘a Cornwall Deal’
would include an investment fund with a revolving component for economic
development. It would be drawn from the council budgets combined with LEP
allocations from the Regional Growth Fund, along with Coastal Communities
Fund, and Big Lottery Fund, Arts Council for England and the Enterprise Zone
budget. Through a locally managed and matched programme, Cornwall
can ensure all available resources are effectively combined to meet
European, national and local targets delivering the best possible value
for money and maximum outputs.

3.13  The new financial instruments have been used in a number of areas, including the North
West of England (see the following case study).

JEREMIE in the North West’

The North West Fund is a £170m evergreen investment fund and was established to
provide debt and equity funding to small and medium-sized enterprises in the North
West of England. It provides a good illustration of ‘work in progress’ in terms of applying
new funding mechanisms. The Fund addresses an identified gap in the lending, venture
capital and private equity markets. The Fund is managed by North West Business Finance
Limited, an independent private sector company. It comprises six specific funds, each
of which is managed by an experienced Fund Manager each appointed to manage the
discrete funds. They will deploy the funds in a non-competitive, collaborative manner
providing comprehensive and tailored support the long-term growth and prosperity of
small and medium sized enterprises across the region. (Continues on next page)

7. Source: http://www.thenorthwestfund.co.uk/about-the-fund
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3.14

3.15

JEREMIE in the North West (continued)

The North West Fund’s initial investment period extends until December 2015, with a
subsequent realisation period through to December 2022, by which time it expects
to have supported 800 businesses, created or safeguarded 14,000 jobs; and added
£300m to the North West’s gross value added. The North West Fund is financed by
the European Regional Development Fund and the European Investment Bank (EIB)
under the European Commission’s Joint European Resources for Micro to Medium
Enterprises Initiative - otherwise known as the JEREMIE programme.

The new approach to integrated territorial initiatives provides a better mechanism for local
partners to integrate funds in a way that has not proved possible for the government to
do nationally.

To illustrate the point that local administrations are capable of managing devolved
programmes, the example below is from the West Netherlands, where responsibility for
an Operational Programme (OP) was devolved to a local authority because this was the
most effective way of managing the programme.

West Netherlands

In the Netherlands, the government has assigned the Rotterdam Municipal
Executive as Managing Authority for the West Netherlands OP. The managing
authority has judicial, financial and managerial responsibility for the West Netherlands
OP, and makes payments to Amsterdam, Rotterdam, The Hague and Utrecht for
their respective parts of the programme and to the beneficiaries within the region. A
jointly agreed implementation covenant sets out arrangements for the implementation
of the OP. Each local authority is responsible for the effective implementation and
management, monitoring and supervision of their local package. It provides the
Managing Authority with monitoring and research, evaluation reports, and publicity.
This arrangement has supported localised delivery, and the achievement of locally
agreed objectives for the funds.
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3.16

3.17

3.18

3.19

Creative use of match funding

One of the constraining factors in relation to the use of EU funds is the availability of match
funding. Local partners should therefore be offered greater and easier access to mechanisms
such as Tax Increment Financing, City Deal flexibilities, and other economic development
tools for use as match funding. LEPs and local partners are confident they can attract more
private sector match funding through local SMEs in a scenario of greater funding devolution.

Partners would welcome constructive discussions with local growth teams to identify and
determine match funding. Councils should be free to develop more effective match funding
mechanisms and, where appropriate, single investment funds to marshal discretionary
growth monies effectively. Several cities are pursuing this approach. The Sheffield City
Region LEP is looking at the possibility of channelling EU funds through a Sheffield City
Region Investment Fund. This fund would ensure the integration of the funds being deployed
to deliver their economic growth plan. As well as offering the possibility of matching funds at
source, the Investment Fund also provides a potential mechanism for any recycled monies
generated by financial instruments to be at the disposal of the city region.

In London a locally led mechanism has been developed which identifies match funding
within local areas in order to direct funding towards local priorities with a creative approach
to co-financing.

London Councils

In the current programme, London has had a mixed approach to ESF, with a number
of bodies operating as co-financing organisations (CFOs) across the capital. London
Councils, a CFO, worked with boroughs to enable them to provide additional match
and develop local specifications for the funds directed towards third-sector agencies
within their communities in order to respond to very local needs. This meant the
boroughs acted as joint co-financers across London to help develop skills
and employability for hard to reach groups.

The effectiveness of this model is evidenced from a comparison between the
programme outcomes and other London co-financed programmes. The London
Councils programme achieved the highest proportion of people going into work on
leaving the programme (23%), despite having the highest proportion of economically
inactive participants (almost 70%).

Lincolnshire County Council has identified a range of sources to use as match funding for
European programmes, as shown in the following example.
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Lincolnshire County Council (LCC) and the districts: Funding Co-ordination
and Co-Financing

LCC together with its District Council partners identified a substantial sum of
on-going match funding deploying core budgets as local match to support its
integrated growth programme. It included a capital match funding programme of
£30m over four years; £330,000 per year of skills funding; sector development
funding of £370,000; and local business support at £250,000 per year. It used
these sources to match fund three EU programmes: as managing partner of three
RDPE (Leader) local action groups; as ESF co-financer on behalf of East Midlands’
councils (see below) and as a recipient of Technical Assistance monies to manage
a local ERDF strategy agreeing District and County Council level strategies. LCC’s
ability to source and secure local match resulted in coordinated projects
and coherent and effective delivery. It also gave the flexibility to occasionally
redirect projects from one funding pot to another and use local funds to plug
short-term funding gaps. Lincolnshire has also stepped in to provide business
support services, following the withdrawal of Business Link.

Lincolnshire also leads an ESF Co-Financing Plan (2007-2013) on behalf of East
Midlands’ authorities. Including Derby, Derbyshire and Leicester it covers a diverse
range of employability and workforce adaptability measures. All the funding for the
plan has been allocated (almost £8m including match) and it is ahead of target getting
some 2000 people into work and training around 3,500 participants. The plan
demonstrates the capacity of councils to co-ordinate the delivery of a large
multi-stranded programme across a disperse and varied geographical area.

3.20 Black Country authorities also came together to meet local needs and identify match
funding for employment and skills projects.

Black Country Consortium: local partnerships for support of deprived areas

The Black Country has a strong tradition of collaborative work between the councils
and their partners, delivering EU funds in the most deprived areas of the sub-region.
Successful projects have benefitted from the integration of EU Funds matched by
local resources. For example, Wolverhampton City Council accessed £590,000 of
ERDF during the 2007-2013 programme to support the council’s Neighbourhood
Employment and Skills Service. It targets employment support in 10 of the most
deprived wards in the City. Match-funding was secured locally, as the Skills Funding
Agency (SFA) funding was ineligible. (Continued on next page)
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Black Country Consortium: local partnerships for support of deprived areas
(continued)

In 2000-2006 the Black Country councils matched ESF resources to offer a
programme of global grants to small third-sector organisations improving the
economic and social cohesion of the most deprived communities. The programme
awarded 48 grants, which recorded an 81% increase in confidence of the client
group. The scheme also built the capacity of small organisations to access other
funding streams. Collaboration between councils on EU funds has proved
very effective in maximising local match funding and promoting joint
programmes of action targeting those in the greatest need.

3.27 In Bristol, funds will be aggregated in order to explore the most effective ways to use a
variety of funds to achieve a strategic approach to delivery including identifying match for
European funds.

Bristol Development Fund

The City of Bristol and its local partners in the wider City Region have exciting plans
to use its City Deal to form the basis of a £1bn development fund. This is likely to
include resources from Enterprise Zone, TIF 2, Regional Growth Fund, Growing
Places Fund, retained business rate income, New Homes Bonus, Community
Infrastructure Levy (CIL), Section 106, Prudential Borrowing, and the Council’s own
capital programme. By aggregating the funds locally, Bristol City Council and
the West of England LEP are able to ensure expenditure is aligned to a
locally determined programme. This will create greater opportunities to generate
more investment from local partners and increase the capacity of local stakeholders
to deliver a programme of significant added value to the surrounding area. Partners
will align the fund with local strategic investment plans and use it to identify potential
sources of match funding for the period 2014-2020.
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3.22

3.23

3.24

Conclusions and recommendations

The areas of uncertainty and further discussion in relation to these issues include:

e At what level, and through what mechanisms, EU funds will be integrated, and the
extent of flexibility between the funds at the local level;

® The extent of integration of national funding into a single pot, and the ability of local
partners to use this funding as match for EU funds;

e The ability of local partners to align spend from national EU programmes with local
growth priorities outside the EU growth fund;

e The conditions under which the government will approve the use of new financial
mechanisms; and,

* The ability of local partners to bring national funding streams together, and identify
private-sector resources to use as match for EU funds.

We have argued in this section for EU funds to be integrated and aligned with national
funding streams at the local level. The flexibility to use other funding channelled through
LEPs to match EU funding, along with the ability to use private sector match funding will
help to increase the range of projects that the funds can help support. Local partners
including councils can also work creatively to identify local sources of match funding, and
we have shown examples of where this has been done in the current programme period.
Integration and alignment of the funds will therefore help to increase the impact of the
funds in supporting local economic growth.

Our recommendations are:

4 Integration with other funding: Councils and LEPs need to be able to use EU funds
in a smarter and more integrated way across EU funding streams and in conjunction with
national and local funds, as part of LEP growth funds.

5 Application of new mechanisms: Some LEPs will find that ITls, CLLDs and JAPs
are an appropriate financial mechanism to deploy EU funds. They should be given the
freedom to pursue these tools and financial mechanisms such as JEREMIE, where they
will support local growth plans.

6 Creative use of match funding: LEP funding needs to be “clean” to provide EU
match funding. Partners are keen to use and explore resources creatively, including their
own funds and new sources, such as concessionary public works loan rate and new
public and private match funding, and the government should facilitate this through local
growth teams.
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Stability, Simplicity and Flexibility

4.1

4.2

4.3

4.4

The government proposes notional allocations of funding to the LEPs over the period
of the programme. A seven-year allocation should enable local areas to take a more
strategic approach to investment in the area aligned with LEP growth plans. It will be
important that these allocations are indicative of the actual allocations, and that changes
are not made without good reason.

EU funds are highly complex; each with separate rules and requirements, managed by
different Whitehall departments and often subject to changing delivery structures. Any
simplification measures will be extremely helpful for all those organisations bidding for, as
well as managing, the funds.

Under the proposed model it is also important there is sufficient flexibility for councils to
engage with EU funding as they see fit. Local areas should be able to choose from a full
range of investments which meet local need and contribute to Europe 2020 objectives,
and have the freedom to work across different economic geographies. Local partners
agree with the Heseltine proposal that every LEP area should have an allocation of EU
funds, and within LEP areas, there should be an ability to develop locally appropriate sub-
programmes or respond to local priorities.

Stability

Councils have the knowledge, expertise and stability needed to manage EU funding
programmes. They also have robust procurement and risk management processes
which are required to manage complex projects and programmes. Many authorities have
played a significant role in EU programme delivery and managing EU-funded projects over
several generations of structural funds. In Cornwall, based on over 15 years’ experience of
fund management, the County Council and its partners are looking at ways to assimilate
funding allocations in way that will give certainty and limited change to investors and
partners and stability in the medium term. It is anticipated through this investment model
that further economic growth and significant exchequer benefits will be achieved.

N
9]

44



4.6

Developing Stable Future Investment Models for EU Funds: Cornwall

Following the City Deal approach ‘a Cornwall Deal’ would include an investment
fund with a revolving component for economic development. This will offer a higher
degree of stability and a strategic approach to growth. With the additional leverage
from EU funds, the County Council and its partners expect to achieve ‘stretched
targets’ for economic growth including additional jobs and a resultant decrease in
welfare claimants. The investment fund will be drawn from the council’s budget plus
ring fenced allocations from national programmes such as the Regional Growth Fund,
Growing Places Fund, Coastal Communities Fund, Big Lottery Fund, Arts Council
for England and the Enterprise Zone. Through strong local management and a
fully matched programme, Cornwall can ensure all available resources are
effectively combined to meet European, national and local targets delivering
the best possible value for money and maximum outputs.

Simplification and support

It is important that streamlined governance arrangements are accompanied by improved
long-term strategic decision making. Simpler project finances, a stronger focus on results
and performance management should be introduced into the funds too, whilst keeping new
reporting burdens on beneficiaries to a minimum. The government is keen to ‘hide the wiring’
from local projects and beneficiaries with a single application form and single monitoring
requirements. This is welcome, but the management of separate funds through Whitehall
departments must not jeopardise local efforts to join up local activity. Some councils believe
the private sector would invest more in a more locally determined programme.

The simplification of fund management can help to ensure the efficient absorption of funds
locally promoting better co-ordination of match-funding and co-financing across the public
sector. Under the last programme, this was achieved in Cornwall and South Yorkshire.

Combining EU Funds: South Yorkshire

South Yorkshire’s experience of running the 2000-2006 South Yorkshire Objective 1
Programme demonstrates the four South Yorkshire authorities were collectively able
to manage a significant programme delivering growth and jobs as well as spending
compliantly and to profile. Over £2.4 billion was invested in Objective 1 projects with
over £820m from the European Union’s Structural Funds budgets drawing resources
from ERDF, ESF and EAGGF. It attracted considerably more private leverage than was
anticipated. Some of the EU funds were matched at source through a single
application to simplify the procedure and reduce bureaucracy. The programme
directorate also carried out joint project appraisals with the regional development
agency which provided much of the public match funding.
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4.7

4.8

4.9

The new model should have a standardised approach to make the funds more accessible,
ensuring a better alignment of sectoral funds, such as those for research or innovation,
with those designed for regional development. Some areas have told us about difficulties
experienced through complexity and bureaucracy (see the Tees Valley business support
example below).

Tees Valley ERDF Priority 2 Business Support Programme

Tees Valley was awarded £3.3m ERDF matched by local partner contributions of
£3.7m to promote business formation, sustainability and productivity. However
the project encountered a number of difficulties throughout its lifetime. The
approval for the project was obtained one year later than anticipated. There have
also been a series of complications in collaborating with the national Managing
Authority (MA), which gave inconsistent advice, and was slow in communicating
management changes, resulting in a claw back risk to councils. Finally, complicated
bureaucratic processes requiring excessive detail in transaction sheets increased
costs of the project reducing its chance of success. These complexities, delays,
and bureaucratic issues were a burden for Tees Valley, resulting in the
programme of business support underperforming on many targets. Only 68
new businesses were created/attracted out of a projected 126, and 203 out of a
projected 280 SMEs received support.

Flexibility

Councils would welcome a range of opportunities to engage with EU funds either
thematically or geographically, as well as the flexibility to adjust funding priorities to respond
to shifting need. The new proposed model offers the possibility for councils to transcend
previous programme administrative boundaries working across functional economic
areas — working for instance on important supply chains, across labour markets, themes
(SMEs, Low Carbon, Digital) or growth sectors. This will support a new generation of new
multi-sectoral, multi-level partnerships and working across non-traditional boundaries.

The proposed Birmingham City Council Green Bridge initiative and proposed South West

Marine Energy Park aim to achieve just that, and demonstrate the ability of councils to
provide leadership and support for cross-LEP working.
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Green Bridge 2013-2017

Green Bridge is a £60m initiative benefitting from £20m from the Regional Growth Fund
and will operate across six LEPs (Greater Birmingham and Solihull, Black Country,
Coventry and Warwickshire, Worcestershire, Stoke-on-Trent and Staffordshire, and The
Marches). It is designed to encourage sustainable economic growth by strengthening
and developing supply chain companies requiring between £20,000 and £100,000
funding in the development of new markets and products, skills development and/or
capital investment. The initiative is aimed at addressing market failure and barriers to
growth in neighbouring LEP areas. By providing investment, it will promote innovation
across industries and spill-over benefits across wider sectors affected by green
technologies such as building technologies, low carbon, manufacturing, transport and
logistics. Green Bridge is a rolling programme expected to create or safeguard 1,074
jobs and attract £40m from the private sector during next four years. Whilst subject to
final Treasury approval, the concept of cross LEP working on shared industrial
priorities is one that should be enabled under the proposed new model.

410  Birmingham City Council also manage the ITM project (see below) which has a transnational
dimension.

Innovation, Transnationality and Mainstreaming (ITM) (Birmingham City Council)

The European Social Fund (ESF) has always put a premium on learning lessons and
using its experience to inform and influence other employment and skills policies and
programmes including contributing to and learning from work in other European Union
(EU) countries. Under the 2007-2013 programme in England, Birmingham City Council
leads the Innovation, Transnationality and Mainstreaming (ITM) strand of ESF supporting
32 strategic, regional projects looking to develop and deliver new ways of extending
employment opportunities and raising workforce skills. It aims to promote social
inclusion, raise productivity, and foster competitive businesses, as well as living within
environmental and demographic limits. This project demonstrates the capacity of
larger authorities to manage substantial programmes. The council has intermediate
body status and delegated authority and is subject to annual audits. It represents the UK
government on EU platforms and runs programmes on behalf of DWP.
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Councils should be afforded adequate flexibility to work strategically together and with
national government to deliver effective local responses. Growth strategies need to be
sufficiently flexible to allow for cross-LEP working.

Sometimes local areas need to respond flexibly to economic conditions, for instance in
response to a rapidly changing technology or economic shocks. In Cornwall the flexibility
built into the programme allowed the team to respond to new requirements for the
marine renewables and geothermal sector which grew at pace that could not have been
anticipated when the programme was conceived.

South West Marine Energy Park®

The achievement of the UK’s low carbon targets would clearly benefit from the effective
utilisation of the natural resources offered by Cornwall and the Isles of Scilly. Yet capacity
in this area remains under-utilised/exploited. The South West Marine Energy Park offers
‘a unigue mix of renewable energy resource and home grown academic, technical and
industrial expertise’ (Greg Barker MP, Minister of State DECC). Cornwall County Council
is leading involvement in the development and future of the Park. It includes a Wave
Hub, PRIMaRE (the Peninsula Research Institute for Marine Renewable Energy) and
a part ERDF funded Energy Business Park. It was launched by the energy minister in
January 2012 as an opportunity to work closely with the government to fully exploit
marine energy opportunities in England. This project demonstrates the potential to
deliver on European 2020 and domestic low carbon priorities working across
a supply chain rather than within a restricted geography.

Conclusions and recommendations

The areas of uncertainty and further discussion in relation to these issues include:

® The nature of the 7-year allocations to LEPs and the criteria for changing these allocations
during programme period;

e The role of the Local Growth Teams in supporting project and programme development;
e How the simplifications will be achieved, and the role of local partners including Local
Growth Teams in guiding applicants;

e How LEPs will be incentivised to work across LEP boundaries, and the level of flexibility
for councils to engage with different LEP groupings on EU growth programmes.

8. Source: http://www.regensw.co.uk/projects/offshore-renewables/marine-energy-/marine-energy-parks
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We have argued in this section for sufficient stability in allocations to local partners to
ensure that strategic investment plans can be followed through. This will be vital for LEPs
to enable them to pursue local growth plans and achieve the maximum impact from
the European component of LEP growth plans. We also recommend that funds should
be simplified to increase accessibility and support their use by local communities, and
finally that there is the flexibility built into the programme. Local partners agree with the
Heseltine proposal that every LEP area should have an allocation of EU funds, and within
LEP areas there should be an ability to develop locally appropriate sub-programmes or
respond to local priorities.

Our recommendations are:

7 Stability: Local partners should have a 7-year allocation of funding, with limited change
over that period to ensure a strategic approach to growth over that time.

8 Simplification and support: The proposal to simplify funding applications are very
welcome, and should be matched with a greater emphasis from the proposed Local
Growth Teams on supporting project development rather than focussing on compliance.

9 Flexibility: Councils are keen to work with LEPs across new economic areas where this
is the most effective approach. Councils should be able to engage flexibly with EU funds

through national initiatives, locally within their LEP and through collaborating across LEPs,
and should have the flexibility to adjust funding to match shifting local circumstances.

33

49



Summary and Recommendations

5.1

5.2

5.3

5.4

5.5

EU funding will play a vital role over the coming years in supporting economic growth. The
government’s proposed model for EU funding is in line with a localist approach and is to
be welcomed. That said, the way the approach will be implemented is as yet unclear, and
there are many questions for discussion over the coming months.

This report argues for arrangements that are responsive to local circumstances, promote
the flexible use of funding within local areas, and fully support democratic accountability.
This will increase the impact of EU funding and its effects on national growth. Councils
working with local partners are best placed to determine the requirements and priorities
of local areas. They are also well placed to advise on the implementation of national
programmes at the local level.

We have identified a number of key questions for discussion over the coming months.
First it is paramount that local partners including local government are involved in setting
priorities for the funds at national level. Local partners will need to input on the actual
proportion of the total CSF funds to be devolved to LEPs. The mechanism for local
involvement in commissioning national programmes at the local level also needs to be
clearly specified.

Discussions will also need to cover the extent of devolution of responsibility for not only
prioritising the use of the funds within LEP areas, but also for allocating funding to projects.
[t is important that the funded projects meet local partners overall growth objectives. How
democratic accountability will be achieved is a key consideration for councils and this is
another issue requiring discussion between local and national government, alongside the
roles and relationships between LEPs, local councils and other local partners.

The government should clearly specify at what level, and through what mechanisms, EU
funds will be integrated, with the objective of integrating them nationally in order to allow
the maximum flexibility across the funds at the local level. The objective should be the
same for the integration of national funding into single local pots, with the ability to use
this funding as match for EU funds. Local partners should also be able to align spend
from national EU programmes with local growth priorities outside the EU growth fund.
The government should support the use of new financial mechanisms where they can
contribute to local growth plans.
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5.7

The nature of the 7-year allocations to LEPs is currently unclear, and in clarifying the
extent to which they are firm allocations, the government should confirm that there will
be limited change to allocations over the programme period. Stability and certainty are
important features of the proposed approach, and local partners are very keen to retain
these elements, and want the government to specify the precise role of the Local Growth
Teams in supporting project and programme development. It is also important that local
and central government work together to determine the role of Local Growth Teams.

The recommendations for government are as follows:

1 Devolution: Priorities should be set and decisions taken at the most appropriate level.
Local partners should be able to influence investment decisions, and this should include
joint commissioning national programmes at the local level.

2 Localresponsiveness: Local partners should have the flexibility to shape EU investment
locally, taking decisions on the allocation of EU funds, the approval/rejection of projects,
monitoring and overseeing the funds.

3 Democratic accountability: This should be enshrined through providing a leading role
for local councils, and providing public sector partners, local communities, businesses,
and the third-sector influence over EU spending strategy and decision-making.

4 Integration with other funding: Councils and LEPs need to be able to use EU funds
in a smarter and more integrated way across EU funding streams and in conjunction with
national and local funds, as part of LEP growth funds.

5 Application of new mechanisms: Some LEPs will find that ITls, CLLDs and JAPs
are an appropriate financial mechanism to deploy EU funds. They should be given the
freedom to pursue these tools and financial mechanisms such as JEREMIE, where they
will support local growth plans.

6 Creative use of match funding: LEP funding needs to be “clean” to provide EU
match funding. Partners are keen to use and explore resources creatively including their
own funds and new sources such as concessionary public works loan rate and new
public and private match funding, and the government should facilitate this through local
growth teams.

7 Stability: Local partners should have a seven-year allocation of funding, with limited
change over that period to ensure a strategic approach to growth over that period.
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8 Simplification and support: The proposal to simplify funding applications are very
welcome, and should be matched with a greater emphasis from the proposed Local
Growth Teams on supporting project development rather than focussing on compliance.

9 Flexibility to work across new economic geographies: Councils are keen to work
with LEPs across new economic areas promoting multi-sectoral, multi-level partnerships
where this is the most effective approach. Councils should be able to engage flexibly with
EU funds through national initiatives, locally within their LEP and through collaborating
across LEPs.

These recommendations aim to support the use of EU funds in a way that will secure the
maximum benefit for local communities and economies.
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International Development Report

Purpose
For discussion and direction.
Summary

This is an update on the progress of the Africa Peer Review Project and next steps forward
for the LGA.

Recommendation
Members are asked to discuss and comment on upcoming activities.
Action

LGA officers to take forward as directed by Members.

Contact officer: Ivor Wells

Position: Advisor

Phone no: 0207 664 3191

E-mail: ivor.wells@local.gov.uk
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International Development Report

Background

1.

There is growing recognition internationally and within the UK that councils are important
partners in tackling underdevelopment and promoting economic growth. British local
government enjoys a strong reputation aboard and there is increasing demand upon our
sector’s self-improvement work in particular.

Our commissioned work includes capacity building activities, peer support and general
training and sharing of good practise for which there are a number of basic political
steers guiding it;

2.1. All work is based on demand from sister LGAs or councils in the developing world.
2.2. The funding for projects is sourced externally.

2.3. Delivery is based on practitioner-to-practitioner support, rather than the use of
expensive consultants.

In 2010 the LGA was asked to undertake a peer review with the South African LGA
based on the UK’s experiences of peer challenge. As a result United Cities & Local
Government Africa (the pan-African LGA) commissioned the LGA to support it in piloting
the concept across Africa during the course of 2012. Funded by the government of
Luxembourg, the programme draws on the UK’s experience of peer review over the last
decade by delivering five pilot peer reviews in five African countries for either a local
authority or a national local government association in Uganda, Ghana, Cameroon,
Namibia and Ivory Coast.

The programme has been developed and delivered by the LGA through a successful
collaboration between the Policy & Finance Team and the Peer Support Team, drawing
on their respective skills and expertise, and is a good example of how joint working
across the organisation is delivering positive outcomes and enhancing the LGA’s wider
reputation.

The Project

5.

Since the start of the programme the majority of the activities in the project plan have
been carried out. This includes:

5.1. design and delivery of a bespoke training program on peer review in London for a
cohort of African peers from 13 African countries (February/March 2012); and

5.2. completion of four out of the five pilot peer reviews in Namibia, Ghana, Cameroon
and Uganda (June to November 2012).

57



European and International
Local Board

7 Feb 2013
Government sbruary
Association

Item 2
6. Due to a number of logistical challenges, the fifth and final pilot peer review in the lvory

Coast was unable to take place before the end of 2012. UCLGA has subsequently made
a formal request to the government of Luxembourg for a six month extension until June
2013 in order to complete the final peer review, an external evaluation and audit
activities.

Project outcomes

7.

10.

The project has been well received by the participating organisations and the UK and
African peers. The feedback from a Pan-African dissemination seminar in December was
very positive and has further increased the LGA’s reputation as a respected and effective
development partner.

For the African peers and the African organisations receiving a peer review, the project
has proven to be a unique learning experience. The feedback from the training in
February and each of the five peer reviews demonstrated a broad consensus that the
philosophy and methodology of the UK’s peer review model is adaptable to most African
contexts. Moreover, the personal development that the African peers experienced on
their peer reviews has been considerable.

Feedback from the UK peers has also been very positive, not only in terms of what they
were able to offer their African counterparts but also the personal reflections on their
work back home that the experience provided. Considering some of the challenging
environments the UK peers worked in, as well as the cultural, political and linguistic
sensitivities they navigated, their commitment and professionalism has been a powerful
example of what can be achieved by UK local government peers internationally.

Throughout the course of the programme there have been a number of logistical and
communication challenges which is understandable on a transnational programme of this
nature. The LGA has also, at times played a greater role in the delivery of the
programme than was envisaged. It has therefore become crucial that the remaining
activities, including the evaluation process ensures African ownership of the outcomes.

Upcoming development activities

11.

12.

As part of Department for International Development’s (DFID) efforts to improve the cost-
effectiveness and transparency of Britain’s aid spending, the Secretary of State for
International Development has recently launched a new Statement of Priorities and
Expectations for Suppliers. It sets out principles which DFID expects all its suppliers to
adhere to, ensuring consultancies “work harder to show they are value for money”. The
LGA does not operate as a consultancy and has long argued that development aid can
be delivered more cost-effectively by working more strategically with local government.

Parallel to this, DFID’s work on sustainable city development has recently taken a step
forward with the publication of “Future Proofing Cities”, a major new report looking into
accelerating urbanisation in 129 cities in 20 countries. In light of our messages about the
the unique contribution that local government can make on sustainable municipal
development, particularly governance, the LGA is seeking further dialogue with DFID in
these areas.
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13. Donor interest in UK local government, the LGA’s improvement work and the African
peer review pilot is growing and it is likely that the LGA will have an opportunity to
respond positively this growing demand. Over the coming months the LGA will be having
discussions with a number of development donors and international local government
networks about opportunities to continue its development work in Africa.

14. In the meantime, an internal evaluation will be carried out between UCLGA and the LGA
of the Africa peer review project and UCLGA will also be commissioning an external
evaluator for the project which will form the basis for wider dissemination of the project’s
achievements as well as the design of future peer review activities.

Financial Implications

15. The Africa peer review project has been entirely externally funded and all expenses
incurred by the LGA in the delivery of its activities have been reimbursed, including
administration costs. Any continuation of the LGA’s international peer review work is
reliant on external resources.
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Council’s role in supporting International Trade and Investment
Purpose of report
For discussion and direction.

Summary

This paper provides an update on the work to support councils’ role in trade and investment
being led through the LGAs’ European and International Board and Economy and Transport
Board. The project seeks to align local council’s international trade and inward investment
activity with the national role of UK Trade and Investment (UKTI), the UK’s international trade
and inward investment promotion organisation.

Recommendation

Members are invited to note the progress of the project and to provide comment and
direction as necessary.

Action

Officers to take actions as directed.

Contact officer: Russell Reefer

Position: Adviser

Phone no: 020 7664 3209

E-mail: russell.reefer@local.gov.uk
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Council’s role in supporting International Trade and Investment
Introduction

1. Increasing the UK’s exports and attracting more inward investment are a key part of the
Government’s plans to return the economy to sustained and balanced growth.

2. Lobbying and campaigning work led by the European and International Board and
Economy and Transport Board has demonstrated council’s excellent record in helping to
attract inward investment opportunities and supporting export activity. For example, as
part of the LGA’s series of town hall summits, Councillor Dave Wilcox OBE (Chair of the
LGA European and International Board) met with representatives of the city of Bonn in
German to discuss the key role played by leaders and mayors in attracting inward
investment; such as presenting business case to overseas investors and coordinating
efficient decision-making between council departments. This was presented as evidence
in the LGA Conference report ‘Local leadership, Local Growth’.

3. Each Board’s work has highlighted that it is often the case that foreign investors
approach local councils first when considering new investments. There is also firm
evidence of councils abroad (especially in the developing economies) using UK councils
as a conduit to UK firms when they are considering public/private partnerships for
domestic public services.

4. Due to the combined activities of the Boards, there is now strong and active interest from
UK Trade and Investment (UKTI) to work with the LGA on this issue. It has therefore
been agreed to combine activities of the two Boards under a single programme and
progress on this programme will be reported to two Boards individually. The lead
members of the Boards will convene to approve key principles.

5. Members are invited to note the progress of the project and to provide comment and
direction as necessary.

Update the direction of future work

6. The lead members of both Boards met on 10 January to discuss consolidating LGA’s
activity on international trade and investment under a single programme. Members were
invited to comment on possible activity for the next 6-12 months.

7. The lead members suggested that the focus of work with UKTI should be to identify those
areas where councils can be most effective in supporting the drive for new inward
investment and external trade. This could include:

7.1. Tapping into the demand from devolved regions and administrations in
developing economies for clear trade links with their peers in the UK.

7.2. |dentifying where UK firms could be supported to break into new markets below
the national level through local-to-local government work.
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7.3. Identifying where state purchasing powers have been localised abroad and
identifying where local-to-local work would be more effective than national
diplomatic relations in building trade links.

8. Board leaders were also keen that the programme should aim to deliver practical benefits
to local councils. Suggestions included:

8.1. The LGA could provide a service for local authorities and Local Enterprise
Partnership (LEPs) by signposting them to UKTI senior officials and their
programmes and disseminating examples of good council/UKTI work.

8.2. The LGA in partnership with UKTI should seek to encourage LEPs to be more
active in securing international inward investment.

Developing the work streams

9. LGA members and officers have met with UKTI regional directors to follow-up
discussions at UKTI London headquarters. The objective of this meeting was to:

9.1. Emphasise councils’ commitment to working with UKTI to support the drive for
economic growth and to agree tangible actions.

9.2. Showcase local council’s track-record of attracting inward investment
opportunities and supporting export activity.

9.3. Discuss how councils and UKTI might work together to jointly promote issues of
common interest such as identifying where local (rather than national) players
may have a greater impact on future trade and investment.

10. The discussions were positive and consensus was reached on key areas of principle. It
was agreed that these would be developed into a tangible work stream by late March.
Areas to be considered include:

10.1. The range of council led support that UKTI could consider in the UK (for
example, civic greeting of foreign trade delegations, supporting work with
diaspora communities, continued relationships with ex-students and local trade
fairs).

10.2. UKTI investigating cities and regions in developing economies where UK
needed better trade relationships. We would consider where such cities had
strong local government and whether trade relationships were best developed
at the local level.

10.3. The support that is being requested from elected politicians in developing
economies who are considering commercialising their services and whether the
type of peer support utilised by English councils could be made available.

11. Members are asked to consider the proposals in this paper and provide suggestions to
further this work.
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Round-up of activity: Board EU lobbying priorities, institutions and
international activities

Purpose of report

For discussion and direction.

Summary

At an earlier meeting, European and International Board (E&I) Members requested a regular
update on recent developments on each of our key priority topics. In addition, the Board

routinely receives an update of recent developments in the European and international
bodies to which it nominates members and on the LGA’s international activities.

Recommendation

Members are asked to comment on the report and make any recommendations for officers
to action.

Action

Officers to take action as directed by Members.

Contact officer: lan Hughes

Position: Head of Programme
Phone no: 020 7664 3101

E-mail: ian.hughes@local.gov.uk
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Round-up of activity: Board EU lobbying priorities, institutions and
international activities

A: BOARD EU LOBBYING PRIORITIES

Procurement

1.

The European LGA (CEMR, Council of European Municipalities and Regions) has written
to MEPs to ask them to take a second look at simplifying the future public procurement
regime. MEPs are encouraged to go for a second reading of the complex proposals in the
European Parliament to iron out the remaining issues problematic for councils rather than
rushing for a ‘first reading deal’ with national governments.

The LGA has also responded to the EU’s consultation on e-invoicing which closed on 14
January 2013. The LGA made the case that e-invoicing arrangements between suppliers
and councils are best designed nationally and locally to ensure market conditions are
taken into account. EU guidelines would be preferable to a mandatory single EU system
or standard. The EU will come forward with legislative proposals to harmonise different e-
invoicing systems before the summer, as part of a wider push to make e-procurement
mandatory in the public sector in the years ahead.

Air quality review

3.

The Commission is conducting a review of existing air quality rules, which is expected to
result in strengthened targets on existing pollutants and a broadening of the scope to
include new ones. The main objectives of the review are to assess progress towards
achieving levels of air quality that do not give rise to significant negative impacts on
human health and the environment, and to identify options - both regulatory and non-
regulatory - that could improve implementation of existing policy and contribute towards
the greening of the economy.

An EU-wide opinion-poll, published in January 2013, found that most Europeans (79%)
think that the EU should propose additional measures to address air quality-related
problems in Europe; the UK sample was at the lower end with only 38% supporting EU
action. Future actions to promote the use of electric cars were seen as the most popular
measure to improve urban air quality. This survey will inform the European Commission
in its current review, now expected to be published Autumn 2013.

Working Time Directive

5.

To recall, the Working Time Directive, implemented in the UK as the Working Time
Regulations 1998 (amended 2003), ensures that every worker is entitled to: a maximum
48 hour week; a minimum daily rest period; daily and weekly rest breaks; 4 weeks paid
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8.

annual leave; and extra protection in the case of night work. Special rules apply for
working time in a small range of sectors.

The EU has repeatedly sought to revise the Directive and has consulted the social
partners on various aspects that might feature in a new Directive: the definition of working
time including on-call time; timing of minimum rest periods; tackling excessive working
hours; better reconciliation of work and family life; clarifying areas where the law appears
unclear.

These negotiations collapsed without agreement in December 2012. The European
Commission is expecting to press ahead with a new proposal, but no timescales are yet
available.

Board Members suggested the Directive’s review would be a priority for LGA EU lobbying
work. Officers will report back on developments.

Localism Act: EU fines

9.

10.

11.

On 24 January 2013 the Commission referred the UK, Bulgaria and Estonia to the
European Court for failing to fully transpose the EU internal energy market rules by the
deadline of 31 March 2011. For the UK, the Commission requests the Court to impose a
daily penalty payment of €148,177.92 for each of the two partially transposed Directives.
If the Court agrees, the daily penalty is to be paid from the date of the judgment until the
transposition is completed.

It should be emphasised that this case has no relevance to local government and
therefore there is no risk of EU fines being imposed on local councils in this case;
however it indicates the potential size of these fines.

It should also be stressed that the UK was not ‘singled out’ by the EU: on the same day
16 other countries were subject of a total of 171 decisions leading directly or potentially to
future Court action. However the penalty sought for the UK infraction is the highest
sought on this occasion.

UK review of EU competences

12.

The Government has launched a major audit of what the EU does and how it affects the
UK. Each relevant Whitehall department will, between now and Autumn 2014, conduct
specific studies on issues such as the internal market, environment, energy, health and
safety and employment and social affairs, among other issues. A wide range of EU laws,
once transposed into UK law, affect the way local government services are managed, so
the review may be of interest to local authorities. The review of the balance of
competences can be viewed here https://www.gov.uk/review-of-the-balance-of-
competences. Board Members may wish to consider inviting the lead official in Whitehall
to a subsequent Board meeting to provide an overview of the review.
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B: INSTITUTIONS
Congress of the Council of Europe

13. The Congress of the Council of Europe has not met since the last LGA update. However
the UK Delegation met in London on 25 January to elect a new Leader, Clir John
Warmisham. The Delegation also received an activity report from 2012 and discussed
the forthcoming peer review of UK local government.

14. In advance of the Congress meeting, the LGA Chairman and Local Government Minister
Baroness Joan Hanham addressed the Congress and CoR delegations on the
forthcoming review, with Sir Merrick committing the LGA to a constructive engagement
with the Congress reviewers when they visit the LGA in summer.

15. Concerning the forthcoming peer review, UK members:

15.1. Welcomed the opportunity the monitoring visit presented to review and promote the
UK’s democratic arrangements. In discussing the composition of the peer review
team, it was noted that the three person team would be bound to operate with
impartiality.

15.2. Suggested that, given Congress’ interest in directly-elected Mayors, the review may
wish to engage with: Bristol, Hartlepool and Salford.

15.3. Asked for clarity regarding how the review would approach the UK’s devolved
Parliaments and Assemblies. In terms of key regional politicians, Members
highlighted the importance of engaging the Mayor of London, COSLA and the
Scottish Parliament.

16. The Board should note that the internal composition of the UK Delegation has been
called into question (currently 14 England; 2 Scotland; 1 Wales; 1 Northern Ireland). The
Northern Irish Assembly and NILGA have jointly approached the Foreign Secretary to
request an increase their number of full places to two, to provide one representative from
each tier of governance. Assuming that the total UK allocation is fixed (given budget
constraints) new places would obviously need to come from the English allocation.

17. It is recommended that the LGA refuse to endorse such a change that would be
detrimental to its own allocation.

EU Committee of the Regions

18. The CoR UK Delegation also met in London on 25 January 2013. They met with the EU
Ambassador to the UK to discuss the EU work programme and adopted Delegation
priorities along the lines of those already agreed by LGA, enabling support staff to focus
their resources on the key issues.

19. In the prior joint debate with Sir Merrick and Baroness Hanham, the LGA Chairman
committed the LGA to working actively to protect and promote local government interests
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in the EU, by gaining intelligence and lobbying on key priorities, working with key
stakeholders in Brussels and Whitehall, identifying EU funding opportunities and
exchanging best practice with other countries.

20. The LGA Chairman and Chief Executive will visit Brussels in April; Independent Group
Leader ClIr Overton visited the CoR plenary on 31 January 2013.

Council of European Municipalities and Regions (CEMR)

21. The CEMR is currently preparing to close its Paris Office, for reasons of efficiency and
effectiveness. The LGA has strongly supported this decision, a long-held wish of the UK
section, but insists that it should be achieved at minimal cost to the CEMR and its
subscribing associations (under EU and French law, staff cannot be compelled to move
from Paris to Brussels, and must therefore be made redundant according to French terms
and conditions). LGA members have called for an incremental closure to minimise or
avoid redundancies.

22. A definitive decision was scheduled to be taken on 30 January 2013 and will be reported
verbally at the meeting.

23. The 30 January meeting will also confirm subscription fees for 2013, which are forecast
to be set at the same level as 2012 (i.e. a real reduction of 20% since 2011).

24. Members are reminded that this is the final year of the current CEMR mandate, and our
members of the CEMR Policy Committee will need to be reviewed during summer 2013.
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Title:

Date and time:

European & International Board

Monday 9 November 2012, 11.00 am

Venue: The Biscuit Building, Mother Ltd, Shoreditch, London
Attendance
Position Councillor Council
Chair Dave Wilcox OBE Derbyshire CC
Deputy Chair Clir Shirley Flint North Kesteven DC
Deputy Chair Gr. Uff. Marco Cereste OSSI OMRI Peterborough City
Members Guy Nicholson Hackney LB
Roger Lawrence Wolverhampton City
Sue Murphy Manchester City
Gordon Keymer CBE Tandridge DC
Keith Glazier East Sussex CC
Neil Clarke Rushcliffe BC
David Shakespeare OBE Wycombe DC
Joanne Beavis Braintree DC
Liz Eyre Worcestershire CC
Lord Graham Tope CBE Sutton LB
Nigel Mermagen South Somerset DC
Sian Reid Cambridge City Council
Apologies Sir Albert Bore Birmingham City
Clir Richard Kemp OBE Liverpool City
Sandra Barnes MBE South Northamptonshire DC
Sherma Batson MBE DL Stevenage BC
Speakers Jeremy Smith Director of Advocacy
International
Officers lan Hughes, Richard Kitt, Dominic Rowels, Drago Djekovic and Frances

Marshall
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1. Welcome and Introductions

The Chair opened the meeting by thanking CliIr Nicholson and
Mother Ltd for hosting the meeting. He noted the apologies received
and welcomed Jeremy Smith, the Director of International Advocacy.

2. Peer Review of UK Local Democracy

Jeremy Smith provided a verbal overview of the report which
summarised the planned 2013 Council of Europe (CoE) peer review
of local democracy in the UK. In doing so, he explained the
background to development of the Council of Europe and its role in
assessing the application of the European Charter of Local Self-
Government. Drawing on previous work experience, he highlighted
a number of articles within the Charter which were of particular
interest to local government and some areas which he suggested the
UK may wish to focus on. He emphasised the importance of
partnership working and agreeing a strategy to inform the LGA’s
input to the review. Members were invited to consider how the LGA
could engage in the process and comment on the recommendation
that the LGA commission Jeremy Smith to prepare an evaluation of
UK compliance with the Charter, with specific reference to English
local government.

A detailed discussion arose in which Members made a number of
comments, which were responded to by officers, relating to the
following issues:

e Members welcomed the opportunity the monitoring visit
presented to review the relationship between local and
central government and promote the localism agenda. In
discussing the value of the scrutiny process, it was suggested
that the review could be used as a lever for change as well as
noting the implications for influencing international
perceptions of the UK.

e Member discussed the composition of the fact finding
delegation and the implications this could have on the
direction of the review. It was noted that the non-application
of the Charter in Northern Ireland was likely to be one of the
key focuses of the review.

¢ Indiscussing how the LGA could engage in the process,

Member emphasised the importance of taking a positive
approach. It was suggested that City Regions, City Deals
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and Community Budgets be highlighted as examples of
where devolution is working effectively and used to make the
case for further devolution in other areas.

e Members endorsed the proposal to commission Jeremy
Smith to prepare an evaluation of UK compliance with the
Charter, with specific reference to English local government.
In doing so, they suggested that the report include European
comparisons.

Decisions
That the Board:

i. noted the intention of the Council of Europe to scrutinise UK
compliance with the Charter of Local Self-Government;

ii. endorsed preparations to input to the scrutiny process,
including commissioning an external evaluation; and

ii. asked that their comments be taken into consideration in the
progression of this work.

Actions
Take forward in line with Members’ recommendations. lan Hughes /
Richard Kitt
3. EU Funds 2014 - 2020

Dominic Rowels (Advisor) summarised the report which had been
requested by Members at their last meeting. He explained the role
of the European Investment Bank (EIB) and financial instruments
such as Jeremie, Jessica and Eleanor. In doing so, he highlighted
the role of the LGA in raising Councils’ awareness of new loan
products. lan Hughes (Head of Programme) drew attention to the
tabled report which set out the LGA'’s draft position on delivery
options for EU funds which maybe appropriate across England. He
noted that at present, there were different lines of thought in the key
Government Departments. Members were therefore encouraged to
attend government roadshows on future EU funding as means of
influencing the debate on future delivery arrangements in England.

A detailed discussion arose in which Members made a number of

comments, which were responded to by officers, relating to the
following issues:
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¢ Indiscussing the varied application and performance of
different EIB financial instruments across the country, it was
suggested that sharing examples of how these instruments
have been used successfully by councils would be useful. It
was noted that the performance of projects funded through
EIB financial instruments was in part dependent upon the
type and management arrangements of the particular loan
management scheme.

e A Member drew attention to the role or rural areas in the
growth agenda and highlighted the importance that this role
in growth promotion was emphasised alongside the more
commonly recognised role of urban areas.

¢ A number of detailed and technical questions were asked
regarding different EIB loan schemes. Given the level of
interest in this issue, it was suggested that it would be useful
to have a more detailed operational overview of EIB loan
schemes from a practitioner.

Decisions
That the Board:
i. noted the report; and

i. endorsed the LGA’s draft position on delivery options for EU
funds, asking that their comments be taken into consideration.

Action

Arrange for a European Investment Bank loan scheme practitioner to Dominic Rowles
attend a future meeting of the Board.

4, European Commission 2013 Work Programme

The Chair briefly introduced the report which set out the LGA’s EU
lobbying programme for 2012/13 and invited Members’ comments on
the policy priorities identified in paragraphs 9 — 11. A report by the
Leadership Board, which provided a high level steer on the LGA’s
priorities business plan priorities for 2013-14, had also been tabled
for Members’ comments.
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In the discussion that followed, Members made a number of
comments, which were responded to by officers, relating to the
following issues:

e A question was asked regarding the prioritisation processes
and the role of a ‘watching brief’.

o Members discussed the importance of raising the profile of
the LGA’s EU lobbying programme throughout the LGA and
ensuring that sufficient resource are available to deliver it
effectively.

e It was noted that the ‘Working Time Directive Review’ was an
ongoing priority from the 2012 work programme and would be
added to paragraph 10 of the report.

Decisions
That the Board:
i. agreed the policy priorities outlined at paragraphs 9 — 11; and

ii. asked that their comments about the shape of the LGA
Business Plan for 2013/14 inform the business planning
process.

Action

Include the ‘Working Time Directive Review’ in the list of ongoing Richard Kitt
priorities from the 2012 programme.

To feed the Board’s views into the development of the LGA Business lan Hughes
Plan for 2013/14.

5. Round-up of activity: Board EU lobbying priorities, institutions
and international activities

lan Hughes briefly summarised the report which gave an overview of
recent developments on: each of our key priority topics; in the
European and international bodies to which the Board nominates
members; and the LGA’s international activities. He drew particular
attention to significant developments in the work stream looking at
the role of local authorities in promoting international trade and
investment. Following on from a number of activates around trade
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opportunities in Mexico, the LGA was currently in discussions with
UK Trade and Investment (UKTI) about expanding this work to
explore other international comparisons. This work stream, which
would be brought to a future Board meeting for approval, would
involve inter-Board collaboration as it cut across the remit of the E&I
and Economy and Transport Board.

Members expressed their support for the proposed collaboration with
UKT] to further explore role of local authorities in promoting
international trade and investment and thanked Clir Kemp for his
work in this area so far. Members highlighted a number of examples
from their home authorities where a council’s international links had
facilitated commercial opportunities.

Decision
That the Board noted the report.
7. Notes of the last meeting
The notes of the last meeting were agreed.
8. Date and Time of Next Meeting
Thursday 7 February 2013 at 11am, Local Government House,

London, SW1P 3HZ

Part 2 — The London Borough of Hackney, growth and social media

9. An informal presentation and discussion session took place after the meeting. Clir
Nicholson provided a presentation and short video exploring the Hackney’s recent
economic development and how the Borough has sought to maximise the economic
potential of the Olympic Games.

10. Dylan Williams (Partner), Matt Hardisty (Joint Head of Strategy) and Aice McGinn
(Strategist) from Mother Advertising Limited, an independent advertising agency based in
Shoreditch, gave an interactive presentation on the role of social media and mobile
technologies as platform for promotion and communication and the wider implications for
these tools for community engagement.
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