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Executive summary

Introduction

Regeneration Zones, Clusters and High Technology Corridors are the three key Delivery Mechanisms (DMs) whereby Advantage West Midlands (AWM) is able to take forward the Regional Economic Strategy, ‘Delivering Advantage’. They are intended to complement the strategic frameworks for multi-partner action and provide a focus for concerted action over time, delivering value by effecting transformational change at geographical and sectoral levels. 

Understanding whether they work, and if so to what extent, is central to a wider understanding of whether the strategic goals of ‘Delivering Advantage’ are themselves being achieved. This understanding is itself therefore an important component of the broader debate about how to take forward ‘Delivering Advantage’ and ensure that it continues to be relevant to the needs of the West Midlands.

About the Evaluation

This evaluation of the key Delivery Mechanisms has been undertaken to further that understanding. Its remit was to consider:

· whether the key Delivery Mechanisms had and continue to have an economic rationale,

· their costs and benefits,

· whether these costs and benefits were sensitive to economic conditions,

· how far they were cost effective,

· what their institutional and organisational arrangements were and whether these were appropriate,

· whether there was a relevant broader policy context to guide them,

· whether they added strategic value, and

· how far they had met their objectives and targets.

This remit was refined into a set of core questions:

· were there, and are there, identified needs for the Delivery Mechanisms?

· have they designed robust and appropriate strategies to meet those needs?

· have those strategies been implemented?

· what have been the results of that implementation? and

· what have been the leadership roles of the Delivery Mechanisms in achieving those results?

To answer these questions the evaluation team compiled and considered a broad range of evidence. This included:

· examination of regional level documentary evidence in the form of strategies, business plans and reports from AWM and its partners,

· examination of documentary evidence relating to individual Delivery Mechanisms in the form of strategies, business plans and reports,

· interrogation of relevant management, financial and performance records,

· interviews with AWM and its partners staff, delivery mechanism managers and key players and stakeholders in the Delivery Mechanisms,

· a survey of businesses involved, and

· a self-assessment of strategic added value by interviewees.

Using this evidence the evaluation team reached a number of key findings, on the basis of which it drew conclusions by way of answers to the core questions.

Key Findings

The key Delivery Mechanisms vary in their longevity, their rationale and remit, the scope and scale of their operations, their modus operandi and their direction and extent of travel. This reflects a view that ‘one size does not fit all’ and that form must follow function. They are therefore best considered separately, although some cross-cutting conclusions can still be drawn.

In respect of the Regeneration Zones, the key findings of the evaluation were that:

· there was a well-evidenced and clearly articulated need and economic rationale for the Zones, one based on linking need to opportunity,

· at inception they varied in nature in terms of their structure, partnership model, strategy and activity, largely as a reflection of the need to build on what already existed and what were the wishes of partners,

· over time this nature has changed, with structures evolving as circumstances changed and new partnership models being developed,

· this has facilitated a strategic shift from merely linking needs to opportunities to achieving transformational change within their geographical areas, although the evidence base to support this strategic shift had been under-developed, for instance in linking transformational opportunities to ethnicity and race,

· as a result of this, the strategic capability of Zone partners to address long-term needs and opportunities has increased,

· utilising this capability, major advances have been achieved, although more in terms of discrete projects rather than generalised activity,

· this reflected a shift in spending from revenue to capital programmes as a result of AWM’s changing financial context and the failure of its Zone partners to pick up resulting revenue shortfalls,

· this has not been achieved without cost as funding for complementary revenue programmes has been squeezed, resulting in particular in the relative disengagement of voluntary and community organisations,

· this has clearly shown the limitations to the Zones’ ability to influence partners and engender a broad delivery portfolio,

· this inability to secure wider influence also evidences limitations to the strategic value added of the Zones,

· the above aside, operationally, the Zones were and continue to be relatively poor in communicating and collaborating with other Delivery Mechanisms and initiatives, reflecting organisational insularity.

In respect of the Clusters, the key findings of the evaluation were that:

· although each has a well-evidenced and clearly articulated economic need, their contexts were often fundamentally different (itself a reflection of the objective circumstances of the region’s economy and the prior record of activity in particular sectors),

· they have therefore developed at different speeds, some building on strong pre-existing organisational foundations, others having to start from scratch and some having a clear sector within which to work, others having an only nascent sectoral basis,

· consequently, clusters display variation in their scope and scale of operations, some delivering and disseminating major programmes of technological change, others being more limited to providing the organisational platform to support such change,

· this is also matched by differing degrees of strategic intent. Different sectors / product groups and therefore different clusters operate within the context of very different product life-cycles and this is reflected in clusters’ strategic time horizons. These can vary from the immediate to 30-years plus, with clear implications in terms of the necessary durations of commitment and the measurability of impact,

· notwithstanding this, all clusters have (albeit to differing degrees) a mixed portfolio of programmes to engender clustering activity and projects to feed into that activity. This gives them a balanced approach, enabling them to avoid purposeless activity and unusable projects,

· nevertheless, the reality is that some clusters are more important than others. This reflects the relative weights and development trajectories of different parts of the regional economy. Consequently, some clusters are capable of achieving regionally-significant impact, whilst others can only ever achieve sectorally-significant impact, and

· within this limitation the clusters in most instances are delivering on their objectives and targets, albeit that capacity-building requirements for some of them have delayed the start of this delivery.

In respect of the High Technology Corridors, the key findings of the evaluation were that:

· each has a well-evidenced and clearly articulated economic rationale based on the need to achieve geographical transformational change through the development of clusters of clusters, lifting localities out of technological backwardness or redundancy,

· for reasons of historical circumstance they were formed to deliver, not develop, and were therefore able to immediately focus on projects without the hindrance of organisational evolution or the need to develop guiding strategies,

· this ability to focus was common to the corridors but the capacity to deliver was not. With significant public and private sector backing and a context of mature academic institutions they are able to operate with a broader scope and on a larger scale,

· this period of immediate delivery has elapsed and the potential strategic role of the corridors is becoming more relatively pronounced. This has provided an opportunity (which is being taken) for clusters to develop strategic added value as well as added value at the point of delivery,

· as with the Zones, there is a shift in spending from revenue to capital programmes as a result of AWM’s changing financial context. This will enhance the strategic intent of the corridors but raises challenges to secure alternative revenue funding which must be met if the value of investments is to be realised,

· notwithstanding these changes, the corridors need to maintain their momentum if they are to continue to deliver as well as to drive strategy forward, although the signs are that this is being achieved, and

· in terms of their remit at inception, the corridors have delivered on the objectives and targets set and are starting to deliver on refreshed objectives and targets.

Conclusions

In reaching conclusions the evaluation has been constrained by the fact that measurable impact and achievement in relation to outcomes would in most cases be premature. The domains of intervention are too complex or long term for that to be possible at this stage. However, lesser conclusions can be drawn at this stage.

In respect of the Regeneration Zones the key conclusions drawn from the evaluation were that:

· the Zone partnerships have provided strategic added value, but process issues such as a focus on legal structures, delegation, appraisal and approval timescales and unclear responsibility for delivery have limited this,

· the change in the nature of the Zones from being co-ordinators of micro-level needs and opportunities to transformational change agents has yet to be fully worked through,

· consequently, the extent of transformational vision varies, both inherently and with respect to economic boundaries, which themselves do not conform to political boundaries,

· if the Zones are to fully take on this investment planning responsibility there are issues of capacity, skills and experience that should be addressed by AWM, the Zones themselves and project sponsors and delivery partners, and of whether Zones are strategic or Delivery Mechanisms,

· even were these to be resolved, the shift in the financial balance of revenue and capital will continue to limit the strategic added value of the Zones across the pillars of ‘Delivering Advantage’ unless Zone partners are able to compensate for what is now an imbalance, and

· there needs to be greater co-ordination of the Zones at regional level if they are to share development and interact more fully with other Delivery Mechanisms and initiatives.

In respect of the Clusters, the key conclusions drawn from the evaluation were that:

· the economic need for the clusters is well-established, both nationally and within the region, providing a robust basis for their development and operations,

· organisationally, they are now clearly defined and have a well-understood role, giving them the necessary capacity and capability to underpin their activities,

· their objectives are long-term and will therefore be measurable only as structural shifts in the regional economy occur and / or as significant market and product impacts feed through,

· in the interim the clusters are meeting their project output targets and recording significant clustering activity penetration, the former showing project potential and the latter programme outreach,

· these projects and programmes are, however, too disparate in scope, scale, time-frame and intent for it to be possible to measure value for money in a meaningful way at this stage, but that

· the clusters are delivering strategic added value.

In respect of the High Technology Corridors the key conclusions drawn from the evaluation were that:

· there was and is a well- and externally-established need for the corridors,

· the corridors began as delivery vehicles only and therefore had a clearly defined and understood role,

· this has now changed and the corridors are strategic as well as delivery vehicles, a change which requires a re-definition of roles and responsibilities,

· both then and now the objectives of the corridors are long term and cannot be measured at this stage,

· in the interim the output targets for individual projects have been met, showing project potential and physical capacity,

· nevertheless, it is not possible to measure value for money in any meaningful way, but that

· the corridors have delivered a degree of strategic added value and have the capacity to deliver much more.

In overall terms, the further conclusions drawn from the evaluation were that:

· there needs to be a stronger performance metric in place to enable an impact and outcome evaluation of the key Delivery Mechanisms to be undertaken when that becomes timely,

· the strategic and delivery capacities of the mechanisms will need augmenting to facilitate this,

· operationally, this impact and outcome is likely to be enhanced if there is greater strategic direction to the mechanisms as a whole at regional level, and

· likewise, this impact and outcome are likely to be enhanced if there is greater delivery direction of projects at individual mechanism level.
1 introduction

The establishment of Regional Development Agencies in 1999 marked a step change in the approach to and capacity for economic development in England’s regions. Statutorily charged with taking the lead role in driving forward economic growth at regional level, they embodied the key catalytic capacity identified by the Millan Commission as being essential to lifting economic performance and ensuring that all regions, not just London and the South East, contributed to and shared in economic prosperity in the long term. They were, however, axiomatically new and therefore have evolved over time into bodies that differ markedly as regional economic circumstances dictate and the wishes of they and their partners prescribe. After seven years in existence therefore, although they continue to operate within a unitary legal code and national framework, they are bodies that differ markedly in the scope and scale of their operations.

This is as true of Advantage West Midlands (AWM) as it is of its eight counterparts. The scope of its operations has been specifically moulded in response to economic circumstances and events in the West Midlands and their scale has increased three-fold as the needs and opportunities it faces have been recognised by government. That period of rapid evolution has now effectively ended and AWM is more able to concentrate on its fundamental tasks rather than deal with the challenges of inception and early-years development. It is therefore appropriate at this stage to consider what AWM has achieved to date and where it should go in the future in addressing these fundamental tasks - both by itself and with its partners. This consideration needs to be robust and measured: robust if it is to continue to merit the level of support afforded by government; measured if an objective view is to be reached as to where it should go in the future.

AWM has fully recognised the need for this consideration and has accordingly commissioned a number of pieces of work to consider where the West Midlands economy currently is and is likely to go, how effective its strategy for addressing it is being and what measure of success its own actions have had and may have in the future. This report constitutes the last of those areas of inquiry. It is concerned with the three key Delivery Mechanisms – Clusters, Corridors and Zones – that account for the bulk of its own efforts in driving forward the Regional Economic Strategy. These constitute the core products of what AWM does on an ongoing basis aside from its strategic leadership role and its periodic task of dealing with major economic shocks. They therefore lie at the heart of AWM as a delivery organisation.

Although some of these key Delivery Mechanisms have been in existence for some time, most notably Regeneration Zones, they, like AWM itself, were new in conception and have taken time to evolve and mature. Each set of Delivery Mechanisms was an innovation of itself and time had to be taken to establish them, to determine what strategies they should adopt and to structure and scale their activities to fit the objectives they were set up to meet. This process has itself been subject to partial examination - principally by the Regional Assembly through its scrutiny of zones and corridors - but the operations of the Delivery Mechanisms themselves, although subject to detailed appraisal and monitoring by AWM itself as part of its internal management processes, have not been subject to systematic evaluation. This report therefore presents for the first time an overview of what they are, how they have evolved, what they are doing and what measure of success they are having. In particular it considers what added value they bring to AWM and its partners above and beyond simply the sum of their individual actions and how this might be increased in the future.

This being the first such evaluation of the key Delivery Mechanisms this report is of course an innovation of itself. Although designed to fit within the metrics set by the DTI’s Integrated Evaluation Framework
 and drawing on other subsidiary and parallel evaluations, it is the first attempt at a summative evaluation of achievement to date and a formative evaluation of potential for the future. Its content and findings should therefore be treated as indicative rather than definitive. In particular the application of the concept of strategic added value to the operational rather than the strategic sphere is problematic.  Whilst the total factor productivity that it represents can be measured in theory, to do so in practice would require a scale of empirical research that lies outside of the scope of the work undertaken (and would in any case be achievable only at a cost disproportionate to the scale of activities of many of the Delivery Mechanisms).

This being the case, this report is focused on answering a number of key questions in relation to each set of Delivery Mechanisms. These are:

· Was there and is there an identified economic need for the delivery mechanism?

· Has it designed a robust and appropriate strategy to meet that need?

· Has that strategy been implemented?

· What have been the results of that implementation? and,

· What has been the leadership role of the delivery mechanism in achieving those results?

2 purpose, scope and methodology

2.1 Purpose

The purposes of this report are five-fold. They are to consider:

· What has been done to establish key Delivery Mechanisms to meet the objectives of the Regional Economic Strategy?

· What has been done by those key Delivery Mechanisms?

· What have been the results of those actions?

· What has been the strategic added value of the key Delivery Mechanisms in achieving those results? and,

· How this strategic added value might be increased in the future?

Meeting these purposes requires an examination of past events, an evaluation of the available evidence, consultation with those involved and measured assessment of likely future developments. How this has been done in detail is set out below in the methodology.

2.2 Scope

At its inception the first task of AWM was to set out a strategy for economic development in the region. This was encapsulated in 2000 in ‘Creating Advantage’ (revised in 2004 in ‘Delivering Advantage’). This strategy was intended to have a catalytic effect on the performance of the West Midlands economy and the extent to which this catalytic effect has been achieved lies outside of the scope of this report. However, AWM is a delivery as well as a strategic body and its own actions on the ground contribute to the achievement of the strategic objectives. It is these actions that lie within the scope of this report. With no pre-set agenda for action however, these projects and programmes of action were either inherited from predecessor bodies or initially accumulated reactively as AWM and its partners sought to find new ways of working and to deal with new and specific problems. Each was carried out through a delivery mechanism and could therefore be evaluated. However, in aggregate they were disparate, ill-defined and often of limited strategic significance and to evaluate each would be of limited value.

The randomness of action to which this might lead was recognised by AWM and its partners, who together produced ‘Agenda for Action’ in 2001. This gave some strategic form to action on the ground, in particular by setting out an intention to concentrate on three sets of activities – Regeneration Zones, Clusters and High Technology Corridors. Since that point these have evolved into the three key Delivery Mechanisms (although not to the exclusion of other actions and Delivery Mechanisms). These are central to the delivery work of AWM and it is these that form the scope of this report. Specifically, therefore, this report covers:

· Regeneration Zones:


· North Black Country and South Staffs

· South Black Country and West Birmingham

· Rural

· Coventry and Nuneaton

· North Staffordshire

· East Birmingham and North Solihull

· Clusters:



· Automotive

· Rail

· Aerospace

· Building Technologies

· Food and Drink

· Tourism and Leisure

· High Value Added Consumer Products

· Specialist Business and Professional Services

· Information and Communication Technologies

· Environmental Technologies

· Screen, Image and Sound

· Medical Technologies

· Manufacturing

· High Tech Corridors:


· Central Technology Belt

· Coventry, Solihull, Warwickshire

· Telford/Wolverhampton

These Delivery Mechanisms evolved over time, but, whilst they were doing so, many actions were undertaken that related to their intended sphere of operation. These actions could themselves be evaluated as part of the evaluation of the key Delivery Mechanisms. However this would require aligning actions to Delivery Mechanisms. Particularly ex post, this is an achievable but often subjective task and would not in any case relate to the Delivery Mechanisms per se. Therefore in considering the key Delivery Mechanisms the scope has been restricted to only those actions which are directly attributable to them.

2.3 Methodology

The methodology adopted for the research reported here had seven key components. These were:

· examination of documentary evidence in the form of AWM corporate strategies, business plans and reports,

· examination of documentary evidence in the form of delivery mechanism strategies and business plans,

· interrogation of AWM management, financial and performance records, 

· in-depth interviews with AWM staff, delivery mechanism managers and key players,

· telephone interviews with a range of stakeholders,

· a business survey, and

· a self-assessment of strategic added value undertaken by delivery mechanism managers and key players.

The application of this methodology has generated a large body of evidence, which forms the basis for this report. 

3 regeneration zones

3.1 Introduction

Regeneration Zones were established in 2001/02 as the key means of addressing deprivation and linking need to opportunity. Their purpose is to:

· ensure the targeting of regeneration resources on the areas of greatest need in the West Midlands by AWM and all the other key funders of regeneration activity,

· improve linkages between need and opportunity, and to

· lead to improved co-ordination of regeneration activity in each area.

Extensive research was undertaken to define need (principally by the use of standard IMD and other indicators) and identify opportunity (principally by identifying development opportunities at the micro-level), The resulting mapping of need and opportunity was then aggregated to create six Regeneration Zones, these being:

· North Black Country and South Staffs,

· South Black Country and West Birmingham,

· the Rural Zone,

· Coventry and Nuneaton,

· North Staffordshire, and

· East Birmingham and North Solihull.

Collectively, the Zones include roughly one third of the region’s population, half of its (then) unemployed residents and nearly three fifths of the (then) long term unemployed.

The Zones were eventually expected to account for 70% of AWM spending.

Originally, most Zones were set up to work through existing (often loose) partnership arrangements with a ‘partnership board’ comprising public, private and voluntary sector representation from each area. Their remit was wide in scope and new in practice and these were broad partnerships - necessarily so since Zones deliberately cut across Local Authority boundaries as a means of encouraging joint working. There was therefore a clear need for them to be guided in developing strategies and programmes of action.  These took the form of Zone Prospectuses and Zone Implementation Plans (ZIPs) by AWM and its partners.

The process of establishing the Zones and its clear linkage to the WMES are important. This can be traced through the original concept, the development of an evidence base, the establishment of Zone Boards and the guidance given to them and the prospectuses they developed as a result of this.

‘Creating Advantage’ contained two high-level themes, these being creating wealth through enterprise and providing access to opportunity. These were underpinned by four pillars and eight Key Aims:

· Pillar 1: developing a diverse and dynamic business base by:

· increasing wealth and making the most of competitiveness within WM businesses through innovation, and

· transforming the regional economy by supporting the development of new and existing sectors to meet the demands of the future,

· Pillar 2: promoting a learning and skilful region by:

· developing a workforce that is highly skilled and can adapt to meet the challenges that will face businesses in the next 10 years, and

· developing a culture of lifelong learning and continuous improvement,

· Pillar 3: creating the conditions for growth by:

· improving the movement of people, goods and services inside and outside the region, and

· providing sites and premises of the right size and quality, and in the right place,

· Pillar 4: regenerating communities by:

· encouraging people to take part in economic and community life by targeting resources at communities and individuals that suffer poverty and social exclusion, and

· developing the connections between public, private, voluntary and community sectors so they can support the complete development of the region to benefit everyone who lives in it.

Under Pillar 4, there is an outline of the concept of the Regeneration Zone; key features of which include:

· providing a longer-term (five-fifteen year) framework for targeting resources and making the best use of national and European resources for regeneration,

· linking opportunity to need in order to benefit local communities,

· joining up responses on the ground covering a range of policy areas, including: health, housing, social exclusion and crime and disorder,

· cutting across Local Authority boundaries and including sites for brownfield development,

· being coordinated by local partnerships, and

· linking with NHS strategies and policies with health and well-being as key areas of activity.

This strategic intent was translated into Guidance for the Zones by AWM. The guidance contains the above points and notes the praise attracted by the Zone model because of the proposed integrated approach.

Within the Guidance, Zones were seen as directly in line with the strategic intent of the WMES, in that they provide a means of addressing the two ‘headline’ aims of the strategy:

“Above all, the challenge and opportunity of Regeneration Zones is to support the priorities set out in the West Midlands Economic Strategy (WMES)…within the context of the WMES, Regeneration Zones will be expected to demonstrate clearly the link between creating wealth and providing access to opportunity… partnerships are expected to show how their proposed vision and programme fits with this Strategy as well as with the objectives set out by direct funding providers.”
Although there was a clear basis for going forward, progress in the first years of operation was slow. To facilitate more rapid progress, therefore, management arrangements for each Zone were reviewed with the result there are now three distinct models for supporting the delivery of the Regeneration Zone concept. These are:

· an independent Company (as in East Birmingham and North Solihull Zone and North Staffordshire Zone),

· direct management by the Agency (as in the Rural case – with a Board drawn from existing partnerships and an executive chair), and

· facilitation by an existing sub-regional partnership (the CSWP model).

There are many other differences between the six Zones besides their management arrangements.  There were differences in how they responded in their initial Prospectuses and Action Plans to the WMES and the guidance provided by AWM.  There were also differences in the issues they faced, the emphasis placed on different pillars, the partnerships formed, the key projects supported and the way they evolved.  As a result, a more detailed evaluation of each Zone is provided here before some common themes are drawn out.  Our evaluation suggests that AWM and its partners would need to consider different issues and different responses in each of the priority areas covered by the six Zones although, clearly, there are also common issues for consideration.

3.2 Individual Zone Performance and Prospects

3.2.1 North Black Country and South Staffs (Future Foundations)

Establishment and Development
This Zone covers significant parts of Wolverhampton and Walsall and a small part of South Staffordshire, as well as containing several key regional inward investment sites. At its inception the Zone adopted a clear vision to 2015 and developed a programme of action covering the themes of:

· developing the economy,

· revitalising communities, and

· (building) bridges to success.

Actions around these themes were developed, with AWM taking the lead role on the first of these and the remaining two being led on by a number of bodies / regeneration Delivery Mechanisms that in broad terms fell under the Local Strategic Partnership (LSP), the Local Authorities and the Learning and Skills Council (LSC).

While the Zone’s original Prospectus and Action Plan identified a number of the key needs and opportunities in the area, they did not really constitute a transformational strategy in the sense of identifying the key barriers to, and drivers of, local economic growth and the linking of those in need to the available opportunities. In addition, the original analysis struggled to find many areas where cross-border collaboration would have unlocked particular blockages and reinforced positive drivers. Some interviewees thought that in the early years of the Zone, funding was shared out between the two Local Authorities, using the three themes as hooks on which to hang project ideas, rather than as strategic drivers.

Nevertheless, those we interviewed thought that, with the appointment of an independent chair from the private sector, supported by the two Local Authorities, the partnership did develop and there was more positive sharing of ideas across the two boroughs and between partners. Links with the voluntary and community sector built up strongly to begin with, but many interviewees thought that this was weakened by the reduction in the availability of revenue funding. While there are issues of building the capacity from the voluntary and community sector to deliver initiatives in line with Regeneration Zone objectives, many interviewees thought that the reductions in the availability of revenue funding happened just as they were beginning to make progress here. This has produced a paradoxical result of the Zone struggling to spend this reduced revenue amount because the voluntary and community sector have reduced their involvement with the Zone.

The latest Zone Implementation Plan (ZIP) arguably adopts more of a strategic approach, a point reiterated by some of the interviewees; but, in the view of many interviewees, the real step forward in terms of providing a strategic framework was the Black Country Study. There has also been a welcoming of the greater collaboration between the two Black Country based Zones which will lead, in autumn 2006, to a sharing of governance structures.

Interviewees across all sectors continue to see the linking of needs and opportunities as a key objective although it is recognised that the emphasis in the future will be on larger ‘transformational’ projects.

Activity
Since its inception the key achievements of the Zone have included:

· Walsall Waterfront,

· starting Bilston Urban Village,

· the establishment of a Urban Regeneration Company (URC) for Walsall centred on Walsall Town Centre and beginning the necessary assembly of land,

· the Wolverhampton Learning Quarter,

· refurbishment of the Molineux Hotel

· the Lean Academy based at Turner Powertrain in Wolverhampton,

· work to develop a new state-of-the-art Business and Learning Campus at Walsall College, 

· community-based capital investments in the Rubery Owen building in Darlaston, which will provide work space for social enterprise and others, and the All Saints workspace in Wolverhampton, and
· implementation of a scheme to bring in investment and new activities to Bilston.

The Zone is currently embarking on the delivery of its 2006/09 Implementation Plan. This provides for £91.4m of expenditure over the three years on projects grouped around the themes of:

· enterprise, with an allocation of £10.9 mi for business parks, incubation and grow-on workspace, social enterprise and BME business enterprise development,

· sector specific skills development, with an allocation of £5.9 mi including foci on building technologies and advanced engineering,

· unlocking human capital, with an allocation of £2.7 mi, mainly for ‘employment and training pathways’ 

· developing Wolverhampton city centre, with an allocation of £16.4 mi including a contribution to the Wolverhampton Interchange project, remediating land around Wolverhampton Station and acquisitions and remediation for mixed use development in All Saints,

· Bilston Urban Village, with an allocation of £5.8 mi, mainly in the first two years, and

· Supporting the Walsall URC, with the largest allocation of all themes at £47.9 mi.

As would be expected, the revenue allocation of almost £8 mi over a three year period is concentrated in the first three themes.

Results and Performance
There is no doubt that the Future Foundation’s RZ took some time to get started on delivery and that the outputs are not that high in relation to expenditure – for example 492 jobs were created and 321 were safeguarded in 2003-04 against an actual spend of £9.2 mi. 
Whilst stakeholders interviewed point to process issues as part of the reason for this (uncertainty in financial planning, delays in appraisal procedures and the paradox of under spending in revenue budgets as a result of the reductions in revenue) there is recognition that the partnership did take time to begin functioning at its potential level and major capital projects experienced some delays. However, all thought that momentum was building up with the three key initiatives for the future: 

· the Walsall Town Centre URC which had already made great strides in assembling land and getting projects ready to move,

· Bilston Urban Village, and 

· Wolverhampton City Centre proposals.

This reflects a shift to larger, strategic and transformational projects. Moreover, Future Foundations is reportedly 100% over programmed next year, reflecting demand for investment and contingency plans to respond to unexpected delays.  Stakeholders and partners interviewed stressed that the type of investments implemented and planned by the Regeneration Zone took time to have an impact.  It is therefore too early to make a judgement on whether Future Foundations was making the impact it should, although it was generally agreed that it had probably had not in the first two years, but had now pulled together significant initiatives that would make a difference in the coming years.

Strategic Added Value
Assessing strategic added value is necessarily a process of subjective judgements.  While these need to be supported by objective facts, evidence either way is usually sparse for a number of years.  The assessment process is made more difficult by differences in subjective views, although interviewees generally agreed that, in summary, the Future Foundations Regeneration Zone has:

· begun to clearly articulate a purpose direction for the area, a change from the earlier period of a collection of disconnected projects, valid though some of those projects were,

· correctly identified, in the views of most stakeholders, where the longer term development needs and areas of public action were needed,

· had less impact than desired on influencing the priorities, spending and activities of partners - although the Walsall URC does stand out in this regard - and investment does appear to be being levered in for the major initiatives,

· strengthened partnership working. Objective support to this view is provided by the success of launching the Walsall URC and Bilston Urban Village, and

· provided a clearer focus on a limited number of transformational projects and inspired confidence in the prospects for economic growth in the area.

Strategic added value has probably been less than it could be because of the weak links with other Delivery Mechanisms and other development initiatives. 

Potential for the Future
The interviewees thought that there was clearly a programme of action in place that could be delivered and that would have a real impact.  This is backed up by the 100% over programming in next year’s budget.  Deprivation indicators and the extent of derelict land and buildings suggests that the economic conditions that led to the establishment of the Zone still exist and require the spatial and partnership approaches reflected in the Regeneration Zone concept.

The Black Country Study should provide a much stronger strategic framework against which proposals could be judged.  The move towards greater collaboration across the two Zones that cover the Black Country and the sharing of governance structures would provide a more logical planning framework than just focusing on two parts of the Black Country.

3.2.2 South Black Country and West Birmingham (Arc of Opportunity)

Establishment and Development
This Zone covers the area to the west of Birmingham city centre, parts of Dudley and much of Sandwell. At its inception it adopted a clear (open-ended) vision and developed an implementation plan around the eight strategic objectives of:

· fostering wealth creation and employment opportunities,

· securing access to new jobs,

· supporting local enterprise development,

· providing the skills required for growth,

· overcoming infrastructure deficiencies,

· developing new locations for industry, commerce, leisure and housing,

· revitalising urban focal points, and

· investing in communities and local neighbourhoods.

The Prospectus and Action Plan were structured around the four pillars of the WMES and reflected the key sectors identified in the WMES.  

Responsibility for delivery of this implementation plan was shared across a range of partners.

The Prospectus and Action Plan did include an analysis of economic needs and opportunities and provided a partial strategic framework based, to some extent, on work already undertaken in Smethwick, West Bromwich and North West Birmingham.  Partners, including the private sector (who provided the chair for most the life of the Zone to date), saw the linking of needs and opportunities as the key objective.  In addition, they believed that the encouragement of cross-boundary working objective was important as people and businesses did not recognise the boundaries for social and economic interaction and because no other initiative had specifically tackled the corridors of deprivation on the boundaries.  

The ‘linking needs and opportunities’ objective meant significant voluntary and community sector involvement in the early days of the Zone.  However, with the reduction in revenue funding, the switch to an emphasis on transformational change and the difficulties of breaking down Local Authority boundaries, led to a relative disengagement of the voluntary and community sector and the need to increase private sector involvement.

There was also a perception that there was too much duplication with, for example, the Black Country Consortium, and there was a need to get more cross-border working across the Black Country as a whole.  Partners and stakeholders are supportive of the move to shared governance arrangements between the two Zones under the auspices of the Black Country Consortium.  This process started in December 2004 with proposals drawn together by October 2005.  A joint secretariat was established in November 2005 and full sharing of governance arrangements begins on 30th September 2006.  The chair of the Arc of Opportunity Regeneration Zone Board will be the chair of the new board and other representation on this is being developed currently.

Partners, as revealed in our interviews, believe that the Black Country Study will provide the right strategic framework but that there will be a need for a wide partnership, beyond but including the Local Authorities, and including new agencies such as British Waterways who own much of the land in the area.  The view is that there are clear distinctions between the Black Country and Birmingham and that eventually the role of West Birmingham in the joint governance arrangements will need to be considered.  (South Staffordshire could also continue to be included but how they relate to the Black Country Study will be an important issue for consideration).

Activity, Performance and Results
Since its inception the key achievements of the Zone have included:

· Icknield Port Loop, a mixed use development in West Birmingham,

· a significant package of business support,

· establishing a URC in Sandwell, RegenCo

· completing the building of the pUBLIC and contributing to the redevelopment of West Bromwich,

· business park improvement programmes,

· a range of skills initiatives including skills training centres at Merry Hill and Netherton in Dudley,

· work on Dudley town centre redevelopment focusing on its visitor/tourism potential,

· reinforcing the Brierley Regeneration Partnership and developing links between it and the Merry Hill developments, and
· work on Opus 9 in Wednesbury,

· the establishment of more new and affordable workspace in the Jewellery Quarter,

· the creation of key strategic employment sites including the St Paul’s and Holford IMI developments.

The Arc of Opportunity’s ZIP for 2006 to 2009 reports that it exceeded seven of the Zone’s eight targets for 2004/05 “resulting in over 1,600 jobs being created or safeguarded, 1,900 businesses assisted and provision of 4,100 learning opportunities to date”.  In 2003-04 its actual spend of £14.1 mi was in line with its allocation and led to the creation of 658 jobs and safeguarding of a further 163.  Overall the outputs for this Zone are higher than those for the North Black Country but these are still relatively low, reflecting the time lag on many of the outputs following major investment and the reductions in revenue funding.
Establishing RegenCo, Sandwell’s URC, is seen to have been an important milestone but there is acknowledgement that there needs to be a clearer focus to the URC’s work, greater delivery and a recognition that wider regeneration issues are at stake, not just property issues.  Similarly, building the pUBLIC was acknowledged as an achievement but it was also clear that the business planning and revenue side was not a success.  This project provides evidence of the gains from including the private sector in Zone partnerships as it was this sector that pointed out the difficulties in the business plan and the need for a rethink.

Strategic Added Value
There is widespread agreement that the Zone did improve partnership working.  Despite the view that cross-boundary working was not successful, interviewees thought that it had improved as a result of the Zone’s work.

The partners interviewed do think that the Zone has added strategic value by providing leadership through its identification of longer term development needs and of areas where public action is needed and the stating of a clear direction for the area, although the Black Country Study is reinforcing and improving this.  This leadership has influenced the priorities of partners but less so the spend and activities as a whole.  It does promote consistency of approach and coordination between partners although some expressed frustration with the duplication of partnerships and initiatives.  As a result, the Zone has inspired confidence in the prospects for economic growth in the area, although this impact could be stronger and, it is believed, will be stronger with the sharing of governance arrangements between the two Zones.  Nevertheless, partners think that without the Zone less would have been achieved and there would have been less understanding across boundaries.  The work between Sandwell and Dudley has strengthened the coming together of partners within the Black Country Consortium.
Potential for the Future
The Zone is currently embarking on its 2006/09 Implementation Plan. This is focused on a reduced set of strategic objectives relating to enterprise, employment and environment. It provides for £79.9m over the three years of projects relating to:

· promoting business growth and start-ups,

· increasing workforce skills,

· tackling economic inactivity, and

· the development of strategic sites.

There is clearly a need for the Zone or a similar initiative to continue in existence as there are still very high levels of deprivation and needs to be tackled alongside a long list of opportunities.  The potential will be improved by the joint governance arrangements under the auspices of the Black Country Consortium although the issues of the relationship of South Staffordshire and West Birmingham to this will need to be considered.  In addition, the mix of partners on the joint governance arrangements will need careful consideration.  Private sector involvement will need to be reinforced both for the business planning and commercial acumen brought along. There is also a need for some involvement of major land owners and developers because of the focus on transformational change and large scale capital projects.

In addition, some interviewees suggested that for the potential to be realised, there will need to be a greater stability of staff in the Zone’s secretariat.  Instability in the past has meant that skills have been lost and posts have not been filled.

3.2.3 The Rural Zone (RRZ)

Establishment
This Zone covers the most remote rural parts of the region, including most of Herefordshire and Shropshire and parts of Worcestershire. At its inception it adopted a clear vision to 2020 of ‘a connected rural area with a strong local identity, a rich quality of life for all, a healthy environment and a strong economy’. Based on this it developed Stage 2 and 3 Prospectuses and an Implementation Plan based on four pillars, these being:

· economic regeneration,

· the environment,

· learning and skills, and

· community regeneration.

These were linked to the WMES Pillars and key sectors, and under each were a number of key objectives.  There were also five cross-cutting themes, including one of urban/rural interdependency. A list of baseline indicators were compiled but not integrated in an analysis of drivers and barriers.  A list of needs and opportunities were provided in the Stage 3 Prospectus, but not prioritised or contextualised in a strategic framework. In addition, these documents did not identify who would take the lead on each pillar, or even on any specific projects, but did identify potential sources of funding.

A governance body and secretariat for the Zone were established in September 2002.  Both were large and unwieldy and concerns about this and a perceived weakness in delivery led to an AWM review and the eventual establishment in April 2005 of a smaller Board (two senior representatives from each of the 3 LSPs involved in the Zone and three others including an Executive Chair from the private sector who had been the Chair from September 2003) and a smaller secretariat of 4 staff (3.5 full-time equivalents) compared with 10 previously.  Revenue savings were vired to programme expenditure.

The new secretariat is employed directly by AWM but reports to the RRZ Board and is based in the Zone (currently Tenbury, soon to move to Ludlow).  The Board remains an unincorporated partnership, rather than a company limited by guarantee.

Despite these radical changes, or perhaps because of them (so as to ensure some stability), the new Board largely retained the vision, strategic focus and key priorities.   The centrality of improving the rural economy has been emphasised in the slightly altered Vision for 2006-2009 which now reads:

“By 2020 the Rural Regeneration Zone will be a connected rural area with a strong economy, a healthy environment and a rich quality of life for all.”

The list of objectives have been simplified into four Strategic Objectives, which are related to, but more specific than, the original four main themes/pillars.  A limited number of outcome ‘Indicators of Change’ have been identified which will be tracked by the Regional Observatory.  These include reductions in “food miles” and “carbon usage” - environmental measures that may also have a positive benefit for the rural economy.

Activity

In the early days, activity tended to consist of a series of relatively small, disconnected projects brought forward by the Local Authorities.  Some of these resulted in initiatives which are regarded as key achievements (see below) and many were revenue based.  Although the same pattern of reduced revenue funding remains true for this Zone, the balance is not as pronounced as with other Zones - partly because of the savings on secretariat costs.  Nevertheless, partners interviewed all argued for the need for a higher content of revenue funding if a greater impact were to be achieved.
The new structure has involved replacing the Pillar Theme Groups with short life task groups around Strategic Investment Frameworks, whose job is to develop the investment framework and work-up and commission projects within this framework.  To date the RRZ Board has established three such groups on the Enterprise Centre Network, Multi-Use Community Facilities and the Environmental Economy, and plans to establish others including ones on Employment Land, Creative Industries and Business Support.
Results and Performance
Since its inception the key achievements of the Zone have included:

· the Severn Centre, a multi-purpose centre in Highley, Shropshire,

· Going for Growth and the Enterprise Experience, two business support programmes,

· support to Heartwoods,

· investment in the RAF Museum at Cosford,

· Switch on Shropshire, which has extended access to Broadband across the whole of that county,

· investment in the Ross Creative Learning Centre and the Industrial Estate Learning Zone in Rotherwas,

· Development of a carbon reduction programme in Bishops Castle,

· acquisition of land at Hereford, Rotherwas, Bridgnorth and Oswestry,

· industrial units on the Rotherwas Industrial Estate and the launching of the Ludlow Eco-Business Park,
· a home enterprise development scheme, and
· investment in the Sandy Lane Industrial Estate, Stourport. 
In terms of expenditure, the RRZ defrayed £7.1 mi in 2003-04 and approximately £6.4 mi in 2005/06.  Jobs created and safeguarded more than doubled between the two years (to 102 and 125 respectively in 2004/05) and there were significant increases in the number of businesses assisted and people assisted with skills training.  The number of jobs created increased further to 392 in 2005-06, with an increase to 150 in jobs safeguarded and a further 196 people assisted into employment. However, interviewees argued that it was really too soon to judge outcomes and impact, particularly as some of the outcome indicators were new and that the new structure had only been operating for just over a year.  

They also emphasised a need to invest in the capacity of the RRZ and its partners, including delivery agents, to deliver economic regeneration projects.  This is an issue of specific importance to the rural area because most agencies, in particular the Local Authorities, do not have large economic development sections
Strategic Added Value

The available qualitative evidence does suggest that the RRZ has added strategic value to the rural regeneration process and that there is more to come.  

There is greater clarity about the purpose of the RRZ and the roles of its constituent partners, and interviewees thought that it had begun to clearly articulate a purpose and direction, had correctly identified longer term development needs and priorities and areas for public action to address market failure.  Moreover, because of the healthy functioning of the new arrangements, interviewees thought this would improve further.  While the latest, succinct ZIP is not a fully-blown rural regeneration strategy, the strategic purpose of the objectives and interventions are clear. 

There has also been a perceived improvement in the influencing of partners’ priorities, investment and activities, particularly around RRZ identified priorities, with apparent real success on leverage.  One example provided was the merger of the Herefordshire, Shropshire and Worcestershire Business Links, catalysed in part by the RRZ.

The cross-border character of the RRZ had added value in the eyes of interviewees.  Decisions were now made on the basis of the needs of and impact on the rural economy as a whole, rather than sharing resources out between the three counties.  This unity gave greater weight to the area and would help establish the rural economy in its own right, rather than as just an adjunct of the West Midlands conurbation.  

Gaps in geographic coverage were not seen as a great problem as the ‘outside but serving’ approach was well understood.  

Relationships with other AWM Delivery Mechanisms were seen as poor and ad hoc.  There were some links with the Malvern end of the Central Technology Belt and links with the food and drink and environmental clusters, but some interviewees suggested that more could be done here.  Others were not certain whether closer links would bring any particular benefits.

Key process improvements identified as contributing to greater impact and strategic added value were: the closeness of the RRZ secretariat to AWM, leading to faster appraisals and approvals; an ability to follow through on delivery after approval (again because of the secretariat being part of AWM staffing); and the programme and project management skills of the secretariat.  

Interviewees signalled a note of caution with regard to simply adopting the RRZ model in other parts of the region, because institutional and partnership arrangements were much less complex in rural areas than in most urban areas.  This helped create unity around (and legitimacy for) the RRZ Board as a leadership body in the field of rural regeneration.

Potential for the Future
The Zone is currently embarking on its 2006/09 Implementation Plan. This continues the focus on the four pillars of the economy, the environment, skills and social inclusion. It provides for projects with a value of £34m, so the Zone has a clear platform of activity going forward.

This includes developing the Strategic Investment Frameworks for multi-agency centres and enterprise centres on a hub and spoke model.  The later borrows an idea from the South East Development Agency of creating managed workspaces of 25,000 to 35,000 sq ft including fifty to ninety units available on short-term licences.  Two hubs are being built in Shrewsbury and Hereford (reflecting the ‘outside but serving’ principle) and six spokes (smaller centres and smaller management teams) in Ross, Leominster, Ludlow, Oswestry, Bridgnorth and Market Drayton.  

This is an example of a continuing market failure in the RRZ area which can be addressed by public sector intervention.  Other needs identified in the Stage 3 Prospectus still exist in the area and there is no other cross-boundary agency available to undertake the necessary investment planning and commissioning.

Some interviewees believe a greater emphasis needs to be given to social enterprise in the future, arguing that this is something that other Regional Development Agencies have given greater weight to.
3.2.4 Coventry and Nuneaton

Establishment
This Zone covers parts of Coventry, Nuneaton and Bedworth. Uniquely among the Zones it is in effect a subsidiary of the Coventry, Solihull and Warwickshire Partnership (CSWP). This gives it a more integrated platform for strategic development and delivery, linking it directly to the CSW High Technology Corridor and to the regeneration plans of its partner bodies. 

At its inception it adopted a clear vision ‘to seek to match need and opportunity, to bring about a marked reduction of inequality in economic performance, opportunity and quality of life between the Regeneration Zone and the wider sub-region by 2010’. This is reflected in the sub-heading to its ZIP – “Spreading market confidence north” – an approach developed through previous Single Regeneration Budget (SRB) bids and schemes in Coventry. 

The Zone purpose of matching needs to opportunities, that is, of tackling poverty and exclusion through economic regeneration and growth, is widely shared amongst partners interviewed.  The ‘gain’ of adding in deprived parts of Warwickshire that missed out on other regeneration programmes as a result of being part of a relatively affluent county was also emphasised.  The ‘linking needs to opportunities’ or ‘bridges to success’ approach continues to be reflected in plans to expand boundaries to bring in Leamington (because of the pockets of deprivation there and particularly because of the low income levels faced by the Portuguese community there, which is the largest Portuguese community in the UK). 

To achieve its vision, the RZ set itself four strategic objectives, these being to:

· bring forward physical regeneration opportunities,

· grow a more diverse, dynamic and competitive business base,

· maximise the benefit of new employment opportunities, and to

· promote communities of interest and social enterprise.

These strategic objectives were developed into a programme of action requiring £19.6m of AWM funding, largely to address the first objective, out of a total programme of £284m. These actions were detailed under the strategic objectives and underpinned by a SWOT analysis and extensive baseline data.

Interviewees also emphasised the role of the RZ as a catalyser of action, getting behind partners to help them to deliver.

Activity

The location of the Zone within CSWP does give a specific character to its activity.  Interviewees thought it was not seen as a source of funding by partners but more of an aligner of partners and an honest broker, giving a focus and impetus to particular projects.  All the interviewees thought that the partnership worked well with good relations between the different sectors, although some thought there was a need for greater private sector involvement.

All those interviewed believed that having more revenue and a better capital/revenue balance would provide more flexibility and allow greater support to the voluntary and community sector, as well as other revenue-intensive economic development activity.  The need to engage in large capital projects puts up barriers to community involvement because of the need to raise revenue income in ways other than through a RZ grant and because of the skill-set challenges this poses.  For example, the Nuneaton Council for Voluntary Services has been applying for funds for a new building which would provide accommodation for others in that sector but this is still held up by the need, it is stated by some, for a robust and sustainable business plan with a sufficiently low degree of risk on revenue streams. Some in the voluntary sector argue that more credence needs to be given to the capacity of the voluntary sector with a greater willingness to take risks.

The Zone’s latest ZIP has moved to organising its activity under Strategic Priority/Programme Areas - a shift from a project by project basis, albeit listed under strategic objectives and albeit believed to be well targeted. 
Results and Performance
Since its inception the key achievements of the Zone have included:

· the establishment of Pride in Camp Hill, an ‘urban village’ redevelopment, with some mixed use, of a deprived and poorly designed housing estate in Nuneaton, Warwickshire

· live-work units at Electric Wharf,

· physical and environmental improvements and a new business resource centre at the Bayton Road ‘Hub’,

· the Optima Innovation Centre,

· the Elliot Park Innovation Centre (EPIC) of innovation and incubation space for start-up and grow-on businesses,

· the Broadheath Enterprise Centre targeted at training young people in entrepreneurial skills which was initiated by the Zone,

· completion of Dunn’s Business Park,

· the Belgrade Theatre re-development in Coventry City Centre,

· the Coventry Ricoh Arena, said by some to have been the flagship with the creation of 1,300 jobs,

· commencement of the redevelopment of Swanswell and the establishment of the Learning Quarter; 

· ‘Bridges to Success’ training programmes which linked disadvantaged communities to employers through customised programmes,

· ‘Building Sustainable Neighbourhoods’, community regeneration projects in Nuneaton and Bedworth, and
· the launch of the RITE Team (regeneration, innovation, technology, enterprise) to promote enterprise and business development.
For some interviewees, the shift away from community-based projects and other policies such as the focus only on higher level learning (NVQ Level 3 and above) had weakened the ability of the Zone to link needs to opportunities.

All interviewees claimed that performance and results had been weakened by long drawn out and multi-layered appraisal and approval processes which did not involve project applicants, thereby unnecessarily extending the timescale.  Some thought that this required greater delegation but others thought this was a red herring as the sums involved in delegation would be well below that required for most ‘transformational’ initiatives.  It was suggested that managing the appraisal process should be delegated to Zones with AWM operating a quality control procedure for these processes, an approach that has been taken with other regeneration funding in the past.

The direct link of AWM with monitoring project delivery was not viewed as a barrier to delivery as the Zone and CSWP had good links with project deliverers in any case and knew when difficulties were emerging, allowing it to step in when necessary.  Indeed, not needing to ‘police’ contracts was seen as a distinct advantage.

In 2004-05, at £12.9 mi, the CNRZ’s expenditure was the second highest of the six Zones but also the lowest in terms of revenue spend; it was also nearly double its allocation.  It met or exceeded almost all of its targets between 2004 and 2006, whether in the areas of jobs created and safeguarded, land reclaimed, floor space created or brought back into use or skills training.  The impact of the Arena is visible in the large number of jobs created in 2005-06 but much of the rest of the impact is expected to be seen in output and outcome data over the next few years.  Some interviewees made a special plea for more resources for impact analyses. 

Strategic Added Value

The qualitative evidence is that the CNRZ has added strategic value to the regeneration process and outcomes in the Zone area, and this has largely been possible because of its location in a strong and mature sub-regional economic development partnership.  The key added value has been the drawing together of partners behind an agreed programme of specific projects.

There was general agreement amongst interviewees on the clarity of the purpose and direction of the Zone and that long-term development needs had been recognised.  Some thought that the weakening of the community regeneration component had meant that there was a gap in the interventions needed to tackle market failure.  

Partner priorities were influenced by the Zone but spend and activities less so, although the influence of the wider CSW partnership was cited by partners in terms of recognising the Zone as the main reference point for the area’s development.  As a result, partners had been brought together to deliver joint interventions based on joint priorities in a way that would not have happened without the Zone.

Sharing of intelligence and good practice and the reduction of duplication were also generally viewed as areas where strategic value was being added.

Interviewees all believed that a key factor that would increase strategic added value would be a speeding up, with better communication, of appraisal and approval procedures.  The impact of the Zone was partly a function of its ability to make things happen and procedures with long time horizons did not help.
Potential for the Future
The Zone is currently embarking on its 2006/09 Implementation Plan. This is based on a revised set of strategic priorities, these being:

· spreading market confidence northwards,

· creating the conditions for vibrant city and town centres,

· creating the conditions for vibrant and sustainable communities,

· embracing the technology, innovation, enterprise and cluster agenda, and

· adding value and maximising the impact of all regeneration work within the Zone.

It provides for a range of projects over the period. These are focused on five strategic programme areas, these being:

· Nuneaton and Bedworth,

· North Coventry,

· Swanswell and Coventry city centre,

· promoting entrepreneurship, and

· cluster development.

The Zone therefore has a clear basis for action going forward combined with needs which continue to require addressing.  The model of the Zone as part of a wider sub-regional partnership provides amongst partners the necessary legitimacy and confidence in the CNRZ as a delivery mechanism to deliver and meet needs.
3.2.5 North Staffordshire

Establishment
This Zone covers the urban core of the Borough of Newcastle-under-Lyme and the City of Stoke-on-Trent and operates within the parameters of a distinct sub-regional context and strategy.

The Stage 2 prospectus for the Zone was linked closely to the WMES and the four Pillars framework. It established its vision, consequently confirmed in the later Zone Implementation Plans, which is: “North Staffordshire is a successful and rewarding place to learn, work and invest, an exciting place to visit with an increased quality of life for all”. 

To achieve this vision the Zone has now focussed on five key objectives:

· retain wealth within North Staffordshire through increased economic activity;

· provide skilled jobs for skilled people;

· re-design and re-shaping the urban fabric to create a high quality environment and infrastructure;

· link opportunity to need, and break down barriers for our communities;

· make North Staffordshire a place of choice for residents, businesses, students and tourists.

In order to deliver the above objectives the Zone has, since 2004, concentrated its efforts on four large spatial priority areas with four thematic areas reacting and responding to the needs of these geographic priorities.

The Zone was established in the context of a huge regeneration agenda of high levels of deprivation and economic difficulties as a result of the closure of mines and pottery factories and a number of firms going out of business.  At the same time there was a poor record of partnership working with varying degrees of tension between the stakeholders that needed to be brought together to develop an adequate response.  A shadow Board operated for two years until it was incorporated, with a private sector Chair who was also a member of AWM’s Board, in December 2004.

The major task over most of this period has been developing a strategy, aligning this with other strategies and ensuring the buy–in of key partners.  The SRB5 and SRB6 programmes were brought within the Zone programme and management and there are integrated economic development, transport and spatial strategies.  Key partners are now signed up and the Zone is now focused on delivery with a financial delegation of £250,000. 

Activity

Much of the work of the Zone has been strategy development.  Interviewees all thought this had been successful, helped by the streamlining in 2004 of a large number of sub-groups on priority work areas down to four strategy groups comprising representatives from relevant organisations focusing on planned major interventions.

Work has begun, mainly on land and property projects such as on Keele University’s Science Park and the development of a strategic employment site at Chatterley Valley, but also on developing a City Centre Prospectus and Development Framework and Investment strategy for Stoke city centre, preparatory work on the planned University Quarter and the Learning and Employment Action Package (LEAP), a mix of support measures aimed at matching disadvantaged people with local employment and training opportunities.
Results and Performance
Since its inception the key achievements in relation to project delivery have included:

· developments at Keele University Science Park;

· the start of 110 hectare mixed use development at Chatterley Valley;

· development of an Enterprise Centre at Silverdale (an ex-colliery site);

· a programme of activity to ‘green’ the sub-region, including cycleways and pathways;

· improvements to the canal network; 

· roll out of a programme to increase the amount of business space available for new enterprises;

· demolition of Unity House, the tallest building in Stoke-on-Trent, signalling the beginning of the development of a city centre business district;

· a major programme of activity to link disadvantaged communities to the opportunities created through the infrastructure developments.

In addition to the above the Zone is well advanced with its plans for major investment in the re-development of the City Centre, the creation of a University Quarter and the creation of attractive approaches into the city centre.

The Zone‘s expenditure totalled £7 mi in 2003-04, £8 mi in 2004-05 and £8.9 mi in 2005-06. Outputs appear fairly low in comparison with 36 jobs created or safeguarded in 2003-04, 82 in 2004-05 and 88 in 2005-06, reflecting in part the time lag involved with the type of investments made.  Training outputs are higher with 1,125 provided with skills training in 2003-04, 807 in 2004-05 and 558 in 2005-06.
As with other Zones, there is concern that the low level of revenue expenditure available will hamper ability to deliver outcomes, particularly around the linking opportunities to need objective.  There is also concern with the slow process of appraisal and approvals and, while there is appreciation of the granting of financial delegation, the limit is much lower than required for many of the transformational projects planned.

However, the main concern of the Zone is the capacity of project sponsors to deliver.  More skilled and experienced project teams are required in many of the delivery partners.

Strategic Added Value

Qualitative evidence suggests that the Zone has added strategic value particularly when account is taken of the distance travelled.  Interviewees all agreed, some more strongly than others, that the Zone clearly articulates the purpose and direction for the area and that it has identified the longer term development priorities and areas for public intervention.  

The Zone’s strategy also appears to be influencing the priorities of partners, with, for example, plans having been prepared by the LSC on the specific skills/training needs associated with the ZIP. Leverage is expected to be high on Zone sponsored projects but there is probably less influence over the wider activity and spend of partners.  

Links with other Delivery Mechanisms are weak.  No High Technology Corridor touches on the Zone, although the Zone Secretariat and Board are interested in learning via AWM from their experience.  While the Zone has a strong relationship with Keele University around medical technologies and Staffordshire Health Authority is on the Zone’s Board, this is independent of the medical technology cluster group.

The extent and nature of the economic decline facing North Staffordshire requires a sub-regional, cross-border response, which places a significant leadership responsibility on the North Staffordshire RZ. 

Potential for the Future
Importantly the Zone has been a catalyst in creating and shaping the future strategic economic and spatial strategies in the area and is a key player in regenerating North Staffordshire.

The latest ZIP provides for £75.4m of expenditure over the 3 years up to 2009 on 53 continuing and new projects. This programme - with its ambitious plans for the re-development of the city centre, the developments at Keele Science Park linked to the University hospital and the major regeneration of Chatterley Valley - gives the Zone a clear basis for going forward.  The concerns about the delivery capacities of project sponsors do need addressing for the potential to be realised.

A question for the future is the relationship between the Zone and Renew, (the North Staffordshire Housing Market Renewal Partnership).  There is clearly a case for a strong link or a merger between the two programmes given the interdependency of housing market dynamics and economic growth and regeneration.  On the other hand, any successful delivery partnership needs to be based on clear plans for action where roles, responsibilities and synergy are specifically spelt out rather than on abstractly correct statements of intent but no concrete descriptions of potential synergy.  The Zone has begun a momentum of delivery which could be lost if the eye was taken off the ball.

3.2.6 East Birmingham and North Solihull (EBNS)

Establishment
This Zone covers most of East Birmingham, extending from the city centre and taking in the Hodge Hill District and parts of the Yardley and Erdington Districts of Birmingham plus North Solihull. At its inception it adopted a vision for the area to be ‘at the vanguard of innovative and integrated policy to bring the opportunities for growth, and the economic and social needs of citizens and residents closer together’. 

To secure this vision it adopted six strategic objectives, these being to:

· ensure that key developments occur and are of a high standard,

· increase the competitiveness of existing businesses,

· provide residents with a range of skills,

· improve transport links,

· improve the environment and infrastructure of the Zone, and to

· tackle long-term deprivation.

These objectives were prioritised and packaged into a £125m programme of action, of which £15m was to come from AWM.

To begin with, the Zone was managed by an ad hoc team which also provided support services to the Partnership Board.  The Zone secretariat was established more firmly when the Zone was incorporated in March/April 2004 and is now made up of 4 people with support from seconded development managers.  At the same time, five private sector representatives nominated by the Chamber of Commerce were appointed to the Board, one of whom became Chair.  They believed that the company legal structure made their roles clearer and the secretariat were clearer who they reported to.

Solihull Council, which was involved in establishing the Zone, was later joined by its Community Development Trust (Colebridge Trust), in order to provide a ‘community perspective’.

In the first years of the programme, there were close links with the Eastside initiative and its European Action Plan which provided some strategic direction.  However, through establishing the revised Board and company structure in April 2004, the Regeneration Zone’s priorities were revised to consider the priorities of the wider East Birmingham and North Solihull area (which include some of the most deprived wards in the UK).  A wide-ranging strategic review was undertaken in developing the Zone Implementation Plan (ZIP) for 2005 to 2008, and this now forms the basis of the EBNS RZ’s Strategic Plan which guides medium to long-term delivery.  The revised vision of the RZ is that “by 2020 the area will be a thriving place for people and enterprises to live, work, develop and succeed, and where opportunities are within everyone’s reach”.

To achieve this vision, the RZ Board has identified the following goals:

· Thriving Enterprise

· Thriving People and Communities

· Thriving Environment and Infrastructure.

In the 2006 to 2009 ZIP, the RZ Board identified seven Strategic Investment Plans to focus more robustly on areas of strategic intervention, integrated with partner delivery, to achieve transformational change. 

The seven SIPs that are being developed are:

1. Enterprising Communities

2. Eastside and Digbeth growth through enterprise

3. North Solihull jobs, skills and enterprise

4. Creating economic prosperity through local employment centres

5. Development of employment land

6. Environmental economy

7. Jobs, Skills and Enterprise.

Activity

Activity in the first few years mainly centred around underpinning the Eastside programme through land and property acquisitions.  Solihull Council’s involvement has led to support for economic elements of their major housing-led regeneration programme in North Solihull.  A major programme of improvements to the training infrastructure has also been delivered.

In 2004, there was a significant shift in the purpose of the Zone - from connecting needs and opportunities, to using capital spend on land and premises to create jobs and support entrepreneurship and local businesses.  This linked with a reduction in revenue funding resulting in a current capital/revenue split of 82%/18%.  This means that while the Zone can supply the capital funding, it often has to go to mainstream funds of partners to lever in the associated revenue funds. Paradoxically, there has been an underspend of revenue following this because many stakeholders - and in particular the voluntary and community sector - disengaged to some extent because of the long time it took to get approvals.

Results and Performance
Since its inception the key achievements of the Zone have included:

· the major and ongoing development of Eastside which was able to move forward more quickly,

· the Connecting Businesses to Opportunities programme,

· the Bordesley Centre (Muath Trust) ,

· the Construction Centre of Excellence,

· St Martin’s Centre Learning and Advice Centre (linked with the Bull Ring Hub),

· The Prince’s Trust community project in Shard End,

· The ‘Busterwerkenbak’ transport project,

· refurbishment of Nechells Baths, and
· the establishment of six Community Nurseries across North Solihull.

The Bordesley Centre, Nechells Baths and the Prince’s Trust Shard End projects are good examples of projects established to link opportunities created through major economic development within Birmingham’s City Centre to communities of most need in the wider RZ area.

All interviewees stressed that it was too early to really assess the economic impact of Zone investments to date.  Eastside support generally involved land acquisition and assembly and it will be some time before outputs and outcomes are apparent.  Outputs are available from the investment in training infrastructure, for example the Construction Centre of Excellence is oversubscribed, but an impact analysis will be required of how many of these places went to residents of the Zone and how many secured and retained employment as a result.

Zone investments have not been equally spread through areas of need in the Zone.  Deliverable projects have tended to come forward from areas where there had been previous regeneration programmes such as SRB schemes as a result of a more developed community and delivery infrastructure.  There were capacity issues elsewhere. 

As with most other Zones, there were comments about delivery being slowed and added value not being grasped as a result of a lack of financial delegation, the long timescale of project appraisals and approvals (although some of this may be a consequence of more time needing to be spent on project development up to the point where they are ready for appraisal), and the lack of purchase over delivery once approval had been given.  The need to lever in mainstream revenue resources from the outset was also leading to delays according to some interviewees.

Interviewees also stressed the need to overprogramme because much of the Zone support was only gap funding and relied on decisions of other major funders on whether to proceed and at what pace.

The EBNS RZ appears to have had the largest financial allocation by a significant margin amongst the six Zones in 2003-04 and 2004-05, spending £14.3 mi in those two years respectively.  However, these figures include direct grants from AWM to Eastside from the AWM Single Pot.  Nevertheless, outputs appear comparatively low for the reasons described earlier.
Strategic Added Value

All interviewees agreed that the Zone had clearly articulated a purpose and direction for the area, identified long-term development needs and priorities and contained the appropriate interventions for addressing market failure.

There was general agreement that the Zone influenced the priorities, activity and spend of other partners, and strong agreement that it levered in additional resources for Zone sponsored projects.

Most believed that the Zone had begun to inspire confidence in the prospects for economic growth in the area although some thought that it was too early to expect this.

There is a definite belief amongst partners that the partnership is now robust and bought into by all, and is poised to start making a difference.  The cross-boundary working was seen as making sense here as the economic and social unity across the boundary is well understood, resulting in cross-boundary learning and project development. There are, however, some concerns about bringing West Birmingham in as a result of the sharing of governance structures in the Black Country Zones.

Potential for the Future
The Zone is now embarking on the delivery of its 2006/09 Implementation Plan with a wide ranging programme of actions. The needs and challenges which need to be addressed, as analysed at the establishment of the Zone, are still there and there remain a number of opportunities to be grasped.  The SIPs are beginning to give a framework for what needs to be done, although some work is needed for these to be fully developed.  Partners think a degree of confidence in the plans and readiness of the Zone and believe that the momentum needs to be maintained.  

3.3 Overall Zone Performance and Prospects

The previous sections of this chapter have provided a narrative of the establishment, activity, performance, strategic added value and potential for the future of each of the six Zones.  This is necessary to bring out the differences in the conditions faced by the different Zones and in their institutional and partnership structures.  However, there is a need to think through the Regeneration Zone concept as a whole, noting the differences and possible different responses because of the differences between the individual Zones.  This section draws together the common threads that have emerged in our evaluation of the Zones as Delivery Mechanisms.

3.3.1 Establishment of Zones

The understanding of the purpose of Regeneration Zones by partners involved in their structures varied across the Zones and through time.  This partly reflected the depth of analysis of barriers and drivers in each Zone when they were first established and partly reflected the prior involvement in regeneration and partnership working of the different Zone partners.  Most partners saw the primary purpose being the linking of needs and opportunities with a significant role for community regeneration and voluntary and community organisations.  These organisations were expected to be key players in the creation of bridges between economic opportunities and deprived communities/individuals who had tended to be bypassed by existing institutions.  This was a view expressed and owned by all sectors of the partnerships (public, private and voluntary/community) including many of the private sector Chairs of the Zones.  

Now though, the purpose is understood by most to be ‘transformational change’ and large economic development projects, together with the aligning of key partners behind this transformational change.  Some interviewees thought this shift was to some extent a response to the reduction in revenue funding rather than a fundamental change in strategy.  Others recognised that the scale of ambition required to meet the level of need in the region necessitated transformational change – linking need to opportunity had to be based on the transformation of opportunities as well as building bridges to these opportunities.

A number of partners in the Zones, including the private sector, believe that the links between social and economic regeneration are not now getting the attention they deserve. The evidence is that the voluntary and community sector involvement is getting weaker and though engagement has stayed at a strategic level, at an on-the-ground delivery level, many voluntary and community organisations have ‘walked away’.  This has led to the paradoxical situation of a reduction in the availability of revenue funding leading to underspending in revenue budgets. Put another way, it may be the case that the RZ’s contribution to the Public Service Agreement target to “increase voluntary and community sector engagement, especially amongst those at risk of social exclusion” has weakened over recent years.

The evidence on this charge is not conclusive.  Significant capital funds have been allocated to community-owned facilities (for example, the Muath Trust’s Bordeseley Centre) and the issue is one shared with partners who are unable to come up with the necessary revenue that the Zones do not have.  In addition, it is by no means proven that the voluntary and community organisations within the Zones have the capacity to build bridges that other organisations cannot.  However, unless there are impact studies of ‘bridges to success’ initiatives and unless there is a strategic focus on developing the capacity of the voluntary and community sector to deliver services in the ‘bridges to success’ arena, this is a charge that the RZs and AWM cannot disprove nor act to correct if there is any truth in it.  An important issue to consider, arising from this evaluation, is whether opportunities are being missed to develop the capacity of community based organisations to create effective bridges to economic opportunities for groups of people who are traditionally bypassed by existing agencies.  

On a more positive note, it does appear that the Regeneration Zones have moved from being processing machines for a collection of disjointed projects to a more strategic function, based on a more solid evidence base and better strategic frameworks.  The Black Country Study is seen as a key shaper in the trajectory of the two Black Country Zones while the seven Strategic Investment Plans in EBNS are building upon the strategic focus previously provided by Eastside.  The restructured Rural Regeneration Zone is also seen as having a better strategic focus. The key achievement of the North Staffordshire RZ has been the development of a jointly-owned strategy for the transformation and rebuilding of North Staffordshire.

We would make two observations.  First, many of these strategies have further to go in analysing the key drivers of and barriers to transformation and ‘bridges to success’, although the direction of movement has been positive.  Secondly, the geographical area covered by a Zone has a bearing on the extent to which a strategy can be transformational.  If it covers a coherent geographical economic unit, then a coherent transformational strategy is a greater possibility.

A further issue raised by some interviewees was that the initial and subsequent analysis in Regeneration Zone documents was weak in terms of understanding the link between ethnicity/race and economic regeneration.  The approach adopted, it is argued, is one of ‘diversity management’ rather than one of tackling race inequalities in the labour market (a need) and of building on the economic potential of the West Midlands multi-ethnic and multi-cultural population (an opportunity). Evidence from the analyses in the Prospecti and ZIPs, together with the small number of initiatives they put forward which tackle this issue, backs this claim.  (There are notable exceptions in the programme of the Future Foundations and EBNS Zones.) AWM and the Zones should consider whether their strategic frameworks and their activities are addressing this issue adequately. 
3.3.2 Zone Activity

The tendency to give greater weight to strategic function and impact in putting forward projects in more recent years, has taken place in tandem with the absolute and proportionate decease in revenue funding with a greater weight given to capital projects.  Some partners expressed the view that this relative shift between capital and revenue had gone too far and that this reduced the impact of initiatives under Pillars 1 to 3 as well as under Pillar 4.  Business support measures and training programmes require revenue funding which is not always available from other sources.  In addition, how well a building functions is often related to revenue-funded management and maintenance.  AWM and its partners might wish to consider the impact that the balance between capital and revenue has on strategic added value.

Those raising the weakness of Zone strategies in relation to ethnicity and race also raised the paucity of initiatives which directly addressed race inequality in the labour market and the business and market opportunities presented by having a multi-ethnic workforce and population.  One clear exception to this is the BME business initiative in the North Black Country.  Other exceptions might include the training facilities supported in the EBNS Zone.

Table 3.1: Regeneration Zone Expenditure (£000’s) 2003/04 – 2007/08

[image: image1.emf]Capital Revenue Capital Revenue Capital Revenue Capital Revenue Capital Revenue

Allocation 6,000        3,200        7,600         3,400        9,600           2,600        11,200       2,300       12,700       2,300       

Actual 6,038        3,163        3,235         3,112        6,854           2,704       

variance

38             (37)            (4,365)        (288)          (2,746)         104          

Allocation 9,000        5,100        7,900         5,100        10,900         4,100        15,900       4,100       23,900       4,100       

Actual 9,010        5,120        4,634         4,932        3,876           3,661       

variance

10             20             (3,266)        (168)          (7,024)         (439)         

Allocation 4,600        2,500        2,900         3,500        4,600           3,400        8,300         1,700       10,300       1,700       

Actual 4,626        2,464        3,772         2,975        4,187           3,244       

variance

26             (36)            872            (525)          (413)            (156)         

Allocation 6,600        1,800        4,500         1,900        6,000           1,300        6,700         1,800       7,700         1,300       

Actual 6,586        1,833        11,251       1,695        3,032           1,142       

variance

(14)            33             6,751         (205)          (2,968)         (158)         

Allocation 4,400        2,700        6,800         2,700        8,800           1,700        10,200       2,300       13,700       2,300       

Actual 4,374        2,690        5,683         2,378        7,263           1,648       

variance

(26)            (10)            (1,117)        (322)          (1,537)         (52)           

Allocation 10,900      3,500        11,900       3,100        15,200         1,300        15,400       2,900       17,100       2,900       

Actual 10,900      3,490        11,900       2,438        9,800           1,061       

variance

-            (10)            -             (662)          (5,400)         (239)         

Allocation 400              15,200       14,400      

Actual

Allocation 41,500      18,800      41,600       19,700      55,500         14,400      82,900       15,100     99,800       14,600     

Actual / Forecast 41,534      18,760      40,474       17,530      35,011         13,460     

variance

34             (40)            (1,126)        (2,170)       (20,489)       (940)         
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Note: In this table and all other tables referring to expenditure, the amounts included refer only to AWM spend.  It has not been possible to include figures relating to leverage.  The line ‘North Staffs Special Case refers to the amount agreed by CMT to add to the Regeneration Zone allocation for North Staffordshire to take account of the special circumstance that prevail in that part of the Region
3.3.3 Zone Performance

There are two difficulties in fully evaluating the performance of the six Zones in terms of outputs, outcomes and impacts.  First, the time lag between expenditure and outcomes for much of the projects brought forward by the Zones is fairly long.  Consequently, it is too soon to make judgements about the overall impact of the Zones to date - a point made by many of those interviewed for our research.  Secondly, the available data on expenditure, outputs and outcomes are insufficiently detailed to allow an adequate analysis, requiring a reliance on subjective information.  For example, there is no data collected on leverage achieved from the private sector and from other public sector budgets.  (The overwhelming impression from the interviews is that the Zones have been successful here, although there are gaps in the leverage of revenue funding).

Nevertheless, all Zones have seen significant activity on the ground, although some took longer to get going than others because of the time taken to establish functioning partnerships and Delivery Mechanisms.  

As would be expected, the interviews produced a list of issues around AWM appraisal, approval and monitoring processes.  While these have been the subject of the Regional Assembly’s Scrutiny Report, it is worth noting and commenting here on the possible impact that processes have on strategic added value.  The issues raised included:

· the lack of financial delegation,

· the length of time taken over appraisals and approvals, linked with the lack of involvement of project sponsors in the appraisal process leading to the clarification of many issues taking a much longer time than necessary, and

· the limited role Zone Secretariats and Boards play in driving and managing project delivery after a project has been developed to the stage where it is sent to AWM for appraisal and approval.  As AWM awards the contract, monitoring is through AWM and they pass information to Zones, giving the Zones little role in troubleshooting and in drawing other partners in during delivery.  An ability to do the latter could increase strategic added value by increasing impact and using project delivery to stimulate further partnership working and activity.

Counter views, some held by individual Regeneration Zones, are that the delegation issue is a red herring, because: sums involved are usually much smaller than those required for transformational projects; project development has been poor resulting in time wasted on appraisal work; appraisal and approval needs to be kept independent from project sponsors; and delegation, appraisal and delivery monitoring can only be passed to the Zones if AWM has confidence in skills and ability to deliver.

AWM and its partners may wish to consider:

· the extent to which a lack of delegation hampers ability to bring about transformational change,

· whether improvements could be made in project development processes before they are sent for appraisal – for example, EBNS has established a ‘shadow appraisal’ process,

· whether impact could be improved by changes to appraisal procedures such as delegating this role to Regeneration Zones with quality inspections of appraisal procedures, and integrating negotiations with project sponsors into the appraisal process.  Such approaches have been adopted with success in other regeneration initiatives in the United Kingdom, 

· whether giving a greater role to Zones in project delivery post-approval would add value and, in particular, strategic value.  Of relevance here is the role of driving project delivery in the successes of other regeneration initiatives in the past such as Urban Development Corporations, City Challenges and large SRBs, and

· the implications of these changes for skills development needs amongst staff of AWM, Zones and project delivery agencies.

The issue of skills and experience, particularly project development and management skills, was raised by a number of Regeneration Zone partners.  This is an issue amongst individual project sponsors/deliverers as well, with some Zones pointing towards weak capacity of local agencies to deliver the regeneration projects required.

Table 3.2: Regeneration Zone Outputs, 2003/04 – 2005/06
	
	2003-2004
	
	2004-2005
	
	2005-2006

	
	Jobs Created
	Jobs Safeguarded
	New Businesses
	Businesses Assisted
	Skill Assisted
	
	 Jobs Created
	 Jobs Safeguarded
	 New Businesses
	Businesses Assisted
	Skill Assisted
	
	 Jobs Created
	 Jobs Safeguarded
	People Assisted into Jobs
	New Businesses
	Businesses  Attracted
	Businesses Assisted
	Skill Assisted
	Skill Basic
	Skill NVQ2
	Skill Grads
	Skill Mgt

	Coventry and Nuneaton
	61
	432
	3
	219
	1303
	
	132
	108
	8
	818
	1043
	
	1202
	380
	250
	10
	0
	551
	413
	0
	0
	0
	0

	East Birmingham and North Solihull
	290
	1
	208
	463
	115
	
	485
	92
	378
	520
	389
	
	59
	3
	32
	0
	0
	5
	3627
	0
	0
	0
	0

	North Black Country and South Staffs
	492
	321
	171
	472
	465
	
	263
	395
	109
	593
	578
	
	261
	357
	304
	120
	0
	405
	898
	0
	0
	0
	0

	North Staffs
	32
	4
	15
	153
	1125
	
	77
	5
	15
	191
	807
	
	63
	5
	0
	18
	1
	266
	558
	0
	0
	7
	2

	Rural
	37
	63
	6
	310
	528
	
	102
	125
	4
	818
	1427
	
	392
	150
	196
	42
	0
	307
	1528
	77
	228
	12
	13

	South Black Country and West Birmingham
	658
	163
	258
	760
	1551
	
	864
	305
	316
	934
	1923
	
	84
	163
	379
	28
	1
	288
	1636
	0
	0
	0
	0

	Totals
	1570
	984
	661
	2377
	5088
	
	1922
	1032
	830
	3674
	6276
	
	2051
	1058
	1161
	218
	2
	1822
	8660
	77
	228
	19
	15


Note: see Annex A for a definition of each output

3.3.4 Strategic Value Added of Zones

The overall perception is that the Regeneration Zones are adding strategic value to regeneration and economic development.  This has improved through time but all RZs think that partners are working together and discussing and planning more openly.  The shift in emphasis towards transformational projects, however, means that some consideration is needed of the make up of partnerships.  Reinforcing the contribution of private sector members, without losing the contribution of other partners, should be considered, as their value in questioning business planning assumptions and commercial issues has been welcomed by other partners.  In addition, there is a need to consider the distinct contributions of developers, property specialists and landowners while ensuring that sufficient probity safeguards are introduced.

However, while there is evidence of better partnership working around the Zone priorities, the ability of Zones to lead on all regeneration issues in the geographical areas they cover is more limited.  The value and potential of Regeneration Zones becoming ‘investment planning vehicles’ for all relevant partners in a geographical area should be considered.  Operating as an investment planning vehicle would involve partners considering the investment opportunities available in the Zone, jointly agreeing the added value and priority of each opportunity and allocating Zone and partner funds accordingly to these initiatives.  In doing so, Zones would need to consider the extent of their ability to influence other partners and whether this influence would be greatest by focusing on a limited number of transformational projects with significant Zone funding rather than trying to spread the net too far.

Potential strategic added value is being lost as a result of poor communication and collaboration between Regeneration Zones and other AWM Delivery Mechanisms and between Regeneration Zones and other initiatives relevant to regeneration such as LSPs/Local Area Agreements, Neighbourhood Renewal Strategies, Housing Market Renewal initiatives and URCs.  There are some good examples of Zones collaborating with high technology corridors and specific clusters, but in general the picture was one of ad hoc links as and when necessary.  In addition, a number of partners expressed frustration with the duplication and confusion of the plethora of initiatives in some areas.  Indeed, it was argued that the ability of the Rural Zone to deliver successfully was that there were fewer players in the regeneration arena in the area it covered. Similarly, the location of the Zone within the Coventry and Warwickshire Strategic Partnership is believed to have helped with coherence and communication in that area.

Collaboration between DMs is not an end in itself but is worthwhile if it produces a more effective and efficient result.  Not all DMs need to or should collaborate.  But there are examples where collaboration between DMs, specific clusters in specific Zones for example, could be beneficial.  In addition, DM communication is important for learning, something that many interviewees requested more of. Furthermore, the importance of collaboration with other regeneration initiatives has been alluded to already, such as developing coherence of large economic development initiatives with neighbourhood renewal or with efforts to renew housing markets.

This is linked with another issue we would raise for consideration – the role AWM could and should play in strategic co-ordination between the Zones and between all Delivery Mechanisms.  Judgements need to be made about the spatial priorities of certain regeneration initiatives – not every Zone can have ‘one of everything’, and different geographical areas will always play different economic roles.  The priorities in the revised Regional Economic Strategy will need to have a spatial dimension to guide DMs and particularly Zones, as well as to ensure consistency with the revised Regional Spatial Strategy.  At the same time, AWM is in a position to maintain an overview of the activities of all the DMs, and to point out areas where greater collaboration and communication could be productive.

Hard evidence of the strategic added value of cross-boundary working is more difficult to find.  This is partly due to limited examples of cross-boundary working despite Zones being established across boundaries.  Nevertheless, partners reported greater learning and support across boundaries and instances where the cross-boundary structure produced added value.  Examples include discussions and agreement around a position on Coventry Airport in the Coventry and Warwickshire Regeneration Zone and the mutual support and planning between Birmingham and Solihull in the EBNS Regeneration Zone.
3.3.5 Potential for the Future

The evaluation suggests that there remains a high degree of need, a sufficient number of opportunities and evidence of strategic added value for the maintenance of Delivery Mechanisms on a similar partnership basis and with a similar quasi-sub-regional spatial focus as the Regeneration Zones.  However, there are a number of functional, process and structural issues to be considered which could improve strategic added value.  Many of these have been raised above.  In addition, two further issues need to be considered:

· the legal and organisational form of Regeneration Zones; and

· the geographical coverage of Regeneration Zones

The answers to these considerations are likely to differ from area to area.

A number of partners, including some private sector Chairs, questioned whether a company legal structure was appropriate for the Zones and whether it brought any added value.  Some pointed towards successes in the Rural Zone and in Coventry and Warwickshire as alternative models.  On the other hand, private sector Board members had thought that the independence of Zones from Local Authorities had become clearer in most Zones where companies had been formed. 

The key issues of geographical coverage are to do with whether a particular Zone covers the appropriate economic geography, and its interaction with the political geography, and not whether certain lacunae and adjacent areas that were excluded to avoid making a Zone too big should be included.  These latter issues could be dealt with through a ‘porous boundary’ or ‘outside but serving’ approach.  

The economic geography issues mainly concerns the Black Country Zones although they have a knock-on effect to Birmingham and Solihull.  Partners interviewed in the two Black Country Zones were almost all strongly in favour of the merging of secretariats and governance functions.  The Black Country was seen as an important unit, which is distinct from Birmingham and now has a 30-year unifying framework and strategy in the Black Country Study.  However, the points made in favour of this tend to refer more to political and social rather than economic geography. Indeed, there is probably a stronger economic case for a super-regeneration zone which covers the Black Country, Birmingham and North Solihull than for a separate Black Country one.

The merger of secretariat and governance functions in the Black Country raises a question on where South Staffordshire and West Birmingham fit in.  South Staffordshire has natural economic linkages with the North Black Country, together with a track record of working closely with Black Country boroughs.  The proposed new arrangements may not pose too great an issue there.

In relation to Birmingham, it has been suggested that West Birmingham should be linked with EBNS but the impact on the partnership with Solihull needs to be considered, bearing in mind that the current arrangements for the EBNS Zone are supported in both Birmingham and Solihull.

In summary, we would suggest that, when considering appropriate geographical boundaries, consideration needs to be given to economic geography as well as political geography and the interaction between the two.  Underpinning this is consideration of the most appropriate boundaries for a transformational strategy which combines the effective seizing of opportunities along with the creation of ‘bridges to success’

4 clusters

4.1 Introduction

A salient feature of the West Midlands economy during the 1980s and early 1990s was that as a region it lagged the UK economy as a whole in both employment and productivity growth. A key task identified in ‘Creating Advantage’ was to address this lag and to increase employment and productivity growth. In common with other RDAs, and in line with the overall stance of public policy at the time, AWM originally had a sectoral approach to doing this. This was focussed on three traditional and five growth sectors, reflecting the need to support existing as well as to develop new sectors of the regional economy, and was delivered through a series of Business Growth Task Groups resourced through a number of funding streams such as the Skills and Competitiveness Development Funds and managed directly by AWM. However, coterminously with the re-orientation of activity through the ‘Agenda for Action’ process there was a shift in policy at government level to a cluster-based rather than sector-based approach to delivering employment and productivity growth. This was predicate on the idea that it was not what firms make or do that was important (and as they are defined by SICs) but what technologies they used or end products they produced. This implied the need for a focus on supply chain linkages and the specialist education, finance, research and training infrastructures needed to support development in those geographical areas where relevant concentrations of firms were located.

In shifting to a cluster based approach, DTI set out critical success factors for, and attributes of successful clusters. Critical success factors that appear central to successful clusters are: strong networks and partnerships; a strong skills base and innovation; and R&D capacity. Contributory factors for successful cluster developments are: the presence of large firms: adequate infrastructure: entrepreneurial spirit; and access to finance. Complementary factors for successful policy development are the role of traditional business support, the context in which the cluster operates and the role of a supportive policy environment. To test out this approach the DTI launched the Innovative Clusters Fund, through which AWM was supported in the delivery of six capital projects. ‘Agenda for Action’ therefore built on this shift in public policy by proposing a cluster-based approach as one of the key strands of delivery.

Although building on the sector approach, at the level of delivery this approach was fundamentally new and required a significant period of strategy development. Research identified three categories of clusters. These were:

· established clusters where there was a challenge to help clusters to diversify and modernise, but not necessarily to grow,

· growing clusters where there was a challenge to increase the rate of growth, and

· aspirational clusters where, though clustering activity was limited, there were significant prospects for future growth.
Within each category a number of specific clusters were identified. These were:

· established – transport technologies, building technologies, food and drink, tourism and leisure and high value added consumer products,

· growing – information and communication technology, specialist business and professional services and environmental technologies, and

· aspirational – interactive media and medical technologies.

This set of clusters was arrived at primarily to enable to support to be given to the actual or potential growth-leading parts of the regional economy, although a number were included to reflect the transformational possibilities of older, in some respects otherwise failing, parts of the economy.

As of 2002, the key features of these ten clusters were that they:

· employed 946,000 workers, equivalent to 37 per cent of total jobs in the region.

· generated approximately £25 billion of output (in 1995 prices) – more than two-fifths of the regional economy,

· made a vital indirect contribution to performance elsewhere in the regional economy in diverse ways – from driving productivity and innovation through ICT to promoting the image of the region through the media and tourism and leisure, and

· make a disproportionate contribution to the region’s economy in that they were more productive than the region as a whole.

To take forward this cluster approach AWM set out to:

· strengthen the Business Growth Task Groups and create new ones as the delivery vehicles to take forward work on clusters,

· properly map each cluster and determine their needs and opportunities,

· undertake a market opportunities research and foresight exercise for each cluster,

· draw on the mapping and market research to enable the Task Groups to identify and develop business networks, and

· identify cluster champions to head up the work on each cluster.

During 2002/04 cluster development work was set in train and further research undertaken to establish a clear evidence base going forward for each cluster. In doing this, during the course of 2001/03, the limitations of the Task Groups were recognised. To provide them with more focus AWM committed funding to partners (LSCs, Business Links and Higher Education Institutions (HEIs)) to support dedicated cluster development workers, who came together to form Cluster Executive Groups (CEGs). These in turn drove the development of the policy and established Cluster Opportunity Groups (COGs) as the representative (private-sector led) bodies to act as the ‘owners’ of the specific cluster programmes. These then developed Cluster Strategies and Cluster Business Plans during 2004, aligned for planning purposes with AWMs 2005/08 corporate planning window, and sub-dividing and adding to clusters as appropriate. Delivery of these was supported by £52m of AWM funding over this period and additional public and private sector funding. The further research looked in more detail at the needs and opportunities of each of the ten identified clusters. This identified weaknesses within the original identification of there being ten clusters; transport technologies was realised as being too broad and was therefore divided into three (automotive, aerospace and rail) whilst the absence of an overarching manufacturing cluster was recognised and addressed through the formation of an additional cluster. The original ten therefore became thirteen.

Although this development process did not preclude delivery projects being initiated prior to 2005, clusters as a collective key delivery mechanism only came into being at that point. It is therefore largely from that point that their performance should be assessed (but bearing in mind the prior history of a number of them where this existed). This section therefore considers whether, since that point:

· there were and are identified economic needs for clusters,

· they designed robust and appropriate strategies to meet those needs,

· those strategies have been implemented,

· there have been results of that implementation, and

· the clusters have played a strategic leadership role in achieving those results.

Although the term ‘cluster’ is used to describe a set of Delivery Mechanisms they are different in scale, scope and context. Therefore although these questions are appropriate in respect of clusters as a whole, they must be answered in respect of individual clusters before they can be answered for clusters as a whole. Therefore this section examines clusters individually before doing so collectively.

4.2 Individual Cluster Performance and Prospects

4.2.1 Automotive Technologies

The automotive sector is a key part of the West Midlands economy and the West Midlands is a key part of the sector in the UK. It includes several volume vehicle manufacturers (Jaguar, Land Rover, Peugeot) and about 20 niche vehicle manufacturers. There is a significant presence of major first tier suppliers such as GKN, TRW, Dana, Delphi and Denso, and a broad supply base of 1777 companies employing almost 100,000 people. There is also a specialist R&D base including MIRA, Ricardo and Prodrive, supported by University expertise at Warwick, Coventry, Birmingham and University of Central England. 
However, the sector has been experiencing a significant period of change. The steady decline of volume car manufacturing, historic under-investment and low productivity and a poor record of product innovation have contributed to a long-term decline in the importance of the sector to the region. This has led to a restructuring of the manufacturing base and a necessary re-orientation of companies within the sector. To secure the success of this re-orientation and hence the sustainability of the sector as one of continuing significant importance to the region there is therefore a clear case for clustering-type activity as a means of fostering and spreading innovation, strengthening the supply chains as they transform and providing assistance in securing new markets. The evidence for this need was researched and reported on in 2003/04 and has provided the evidence base for the work of the cluster.

To meet this need the cluster has a strategy with clear objectives. These are to:

· encourage enterprise and investment,

· improve manufacturing competitiveness,

· promote research, technology and innovation,

· develop the regional skills base, and

· create the conditions for cluster growth.

In taking forward these objectives the cluster has a strong evidence base and a clear strategy focused on skills, productivity, competitiveness and sales growth, themselves dependent on leadership and workforce development, investment, process improvement, network development, R and D / innovation, diversification and new market penetration. Within this strategy there is a prioritisation on technology and innovation.

These objectives are reflected in the work of the cluster to date and in its Business Plan. 19 projects were commissioned in advance of the Business Plan and, going forward, the Business Plan provided for three new projects at a planned cost of £5.3m to AWM (of which less than 40% is capital). Each of these latter involves the type of activities which are typical of cluster activity (promoting collaboration, bringing business together, deepening the evidence base). There is therefore a significant track record of intervention and a commitment that this will continue and that the cluster will develop further.

Organisationally, although part of the cluster family of delivery vehicles, its genesis, activities to date and mode of operation differ markedly to those of the other clusters. This is in no small part due to: the size and nature of the automotive sector within the West Midlands economy; the changes through which it has recently gone; the response to date of AWM to these; and the external constraint that since ‘automotive technologies’ falls within one of the DTI’s continuing sector strategies, it has to attempt to be consonant with this rather than risk confusion within the industry by developing a distinctively different (genuinely) cluster-led approach. It has therefore been operating through a Cluster Executive Group comprising public sector and industry groups rather than a private-sector led Cluster Opportunity Group (although this has very recently changed). Its activities have been driven by events – the scale and speed of change within the sector – and are in any case a sub-set of a much larger set of interventions in the sector by AWM and others (notably PARD). The speed of delivery has been rapid, reflecting the political priority attached to the cluster, and the cluster has therefore been delivery- rather than strategy-led.

This delivery has been co-ordinated with the development of the High Technology Corridors and the Innovation and Technology Council, a reflection of the technological push underlying both, but not with other clusters or the Regeneration Zones - even though the areas of the latter are host to a number of cluster projects.

The dominant features of this cluster – that it really relates to a sector not a cluster, that it has been part of the ongoing story of the decline of the sector, that it has been accorded significant political and funding priority, that it operates alongside Accelerate (itself a cluster-related programme) and that it is still (partly as a result of these) at the stage of developing a genuine cluster approach and establishing a Cluster Opportunity Group – mean that it is difficult to measure in the same way as other clusters, compare with them, assess progress to date or predict what sort of strategic value added it might deliver. This much is recognised in the Business Plan, which acknowledges the need to generate performance against standard KPIs and a cluster specific KPI (to do with business excellence), but recognises that productivity and employment changes directly attributable to the cluster will be difficult to measure and even then can only be done over time.

The conclusions that must be drawn from this cluster, therefore, are that:

· there is a compelling and evidenced economic need for the cluster, last reviewed in 2003/05. This need is widely acknowledged, an acknowledgement unlikely to change given the continuing importance of the sector to the regional economy. In response to this need clear priorities have been identified.

· these priorities were subjected to a mapping exercise and gap analysis, on the basis of which the cluster Business Plan was developed; but this Business Plan should be seen as part of a wider strategy for the sector rather than a stand-alone plan. Whilst this Business Plan is shared by the CEG, for organisational development reasons, it is yet to be owned by the new COG.

· as one part of a wider set of interventions the role of the cluster is understood, although how far that understanding spreads beyond the cluster is unclear. The role and activities of the cluster are kept under review and are evolving.

· because of this essentially dependent role the results achieved by the cluster beyond the generation of outputs are difficult to measure and will in any case take time to feed through, and

· although the cluster delivers strategic added value through bringing forward initiatives that might not otherwise have occurred, it is unclear as to whether, in the absence of the cluster, they might not have gone ahead anyway through one of the other intervention mechanisms within the sector (such as Accelerate) or the creation of some other mechanism. The cluster is more influenced by (than is an influence on) partners (which should not of itself be a cause for concern) and it has brought co-operation to a higher level, including with some other Delivery Mechanisms.

4.2.2 Aerospace

The aerospace cluster is of medium importance to the West Midlands economy - although the Midlands cluster of which it is part is key to the UK and worldwide industry. It is made up of a number of major firms (Goodrich, Rolls Royce, Dunlop. Etc) and some 300 firms connected to the various supply chains. These employ some 25,000 – 30,000, leading on power and control systems and feeding into the East Midlands cluster based on aero-engines. The cluster was recognised following 9/11 when it was appreciated at national level that the UK had an aerospace cluster that was vulnerable to events in the world markets in which it operates, following which cluster support was made a national priority. This was geared to the way in which the world market operates – i.e. extended product design and lifespan cycles (typically 30+ years) market domination by a limited number of aircraft manufacturers, well-developed but potentially fragile supply chains and the possibilities of securing significant first mover advantage in innovation.

Although part of the cluster family of Delivery Mechanisms it differs from them in being a partner in the Midlands Aerospace Alliance (MAA) which gives it a strong inter-regional focus and a nationally important policy role. It established an industry-led COG in 2003 and, on the basis of the additional research undertaken for AWM and DTI, developed a business plan during 2004 (although it was not approved until 2005, leading to 2005/06 underspends). This sets out clear objectives, these being to:

· strengthen the region’s position in global markets,

· attract and retain high levels of R and D and innovation,

· attain world-class standards of productivity QCD and process excellence,

· develop a skilled and flexible workforce, and to

· create cohesive and collaborative networks.

In taking forward these objectives the cluster has a strong evidence base (albeit hampered by the unsuitability of SICs) and has a clear strategy based around markets, innovation, supply chain improvement and skills development. This strategy was taken forward prior to the 2005/08 Business Plan by funding for MAA, the Lift Off 2 programme and several LSC-delivered schemes. Going forward, the Business Plan provided for a further six projects at a planned cost of £2.8m to AWM (of which none is capital). These include the further extension to MAA and Lift Off 2, alongside new projects around technology, the supply chain, business development and business networking. Each of these is typical of the type that characterises cluster activity and relates directly to the delivery of the evidence-based strategy. This cluster therefore has a track record, clear direction going forward and the buy-in of the private sector; although activities in relation to skills needs are a cause of concern. This has been developed in part through joint working with the manufacturing cluster and the Wolverhampton and Telford High Technology Corridor.

The dominant features of this cluster are that it is really an inter-regional cluster, that in MAA it has a strong platform on which to build and that it has a clear national policy framework within which to operate. Objectively, it therefore provides a benchmark against which to measure other clusters, albeit that many operate in less propitious circumstances.

The conclusions that must be drawn from this cluster, therefore, are that:

· there are clear needs and opportunities justifying the cluster that relate to maintaining the aerospace industry within the UK in general and the West Midlands in particular. The priorities for doing this have been clearly set out and are agreed within and between regions and nationally. Given the timescales to which the sector works they are unlikely to change in the near future,

· to meet these priorities a strategy has been set out for the cluster by the COG. This clearly relates industry need and opportunity to cluster activity priorities and establishes the role of the COG as being to bring forward the projects necessary to deliver that activity, within the broader context of MAN.

· following a slow start in 2005/06 these activities are now being implemented and its operation is seen as a success by stakeholders, albeit that the Business Plan and project approval process is seen as having taken too long. Planning is already underway for 2008/11, indicating commendable forward planning to avoid a repeat of these.

· given the 30-year cycles which characterise the sector then the outcomes achieved by and impact of the cluster will take considerable time to become apparent – longer, possibly, than for any other cluster. At an intermediate level outputs are being achieved, and

· the leadership role of the cluster is recognised by stakeholders. It is the underpinning of MAA (the East Midlands does not have an equivalent) and so has provided a key platform for the development of cluster activity at both inter and intra-regional levels. It has provided a focus for co-operation and collaboration, has influenced partners and has improved confidence.

4.2.3 Rail

The economic importance of the rail cluster is difficult to assess. Although originally identified as part of the transport technologies cluster subsequent research showed it to be a specific sub-cluster (moreover one with potential growth prospects) based on rail-related manufacturing. Indeed the sector overall was historically manufacturing-based but was tied into a monolithic nationalised industry which in many respects determined the nature of the sector as it drove technology and innovation, determined markets and had a top-down approach to supply chains (with much work being done in-house in any case). However, it was atomised by successive privatisations (of, for instance, ferries, hotels, engineering works, train and rolling stock manufacture and ultimately of rail operations themselves). Its coherence as a sector has therefore been undermined and the historic network of inter-relationships destroyed. This has faced the sector (such as it now is) with the inter-related tasks of individual parts of it developing a capacity to innovate, the sector as a whole re-forming supply chains and networks and new (competitive) markets (domestic and international) being identified and accessed.

Unsurprisingly, given the nature and extent of change through which the sector has gone, the evidence base developed to support clusters was not able to go into detail about what specific challenges the cluster faced and how these might best be addressed. Developing the evidence base has therefore been down to the CEG and the COG. These conceptualised the sector as having discrete component parts - the rolling stock industry both new build (in decline) and refurbishment, the provision and maintenance of infrastructure (now increasingly taken back in-house by Network Rail), consultancy (particularly strong in the export market), rail system suppliers and integrators and rail transport operators. These parts may have operational utility but it is not clear that they constitute a coherent whole nor that firms within it have the opportunity to adjust to radically different circumstances. 

This has been reflected in the development of the cluster, which has had to develop during this period of changes which operate against the concept of clustering (continuing atomisation, competitive pressures, other concerns within firms which make it difficult for some of them to adjust to radically different circumstances) and which make it an aspirational rather than an established cluster. Nevertheless it has developed a Cluster Opportunity Group) and has a Business Plan with clear objectives. These are to foster the strength of the cluster (around its consultancy base) to deliver and support change (esp. privatisation) in railway networks both in the UK and overseas. The Plan seeks to bring the businesses within the sector together around these objectives and to build those linkages which best fit the markets which they seek to address. It seeks to:

· support skills, recruitment and retention,

· improve industry competitiveness,

· promote research, technology and innovation,

· promote collaboration and networking, and to

· develop a recognition of capability.

In taking forward these objectives the cluster faces a number of difficulties. It has a relatively weak evidence base and needs to develop this as a matter of urgency. It has little shared perception of cohesion or track record of collaboration or even association among firms. It has no track record of project development and delivery. However, gong forward the Business Plan provided for nine projects at a planned cost of £2.8m to AWM (of which only a negligible part is capital). The four main projects address technology transfer, supply chain development, international business development and a business alliance to promote new products, markets and collaboration. The first three projects are under way. While they are projects that are characteristic clustering activities their success is predicate on the cluster developing per se.

The dominant features of this cluster are that it is at the margins of aspirational (being a set of separate supply chains feeding into rail operations which may or may not network over time), that it has a weak platform on which to build, little track record to date and no guiding national framework. Objectively, it therefore starts as being at the margins of viability as a cluster and its performance will relate to cluster formation rather than impact on productivity and employment except in the very long term.

The conclusions that must be drawn from this cluster, therefore, are that:

· there was an identified economic need for a cluster, but it is not clear that it is this need that the cluster is setting out to meet, or that what it is setting out to meet relates to a coherent and cohesive set of needs. It therefore needs a stronger vision. Without this, whilst there are high-level priorities, it will not be clear how they were arrived at, whether they are bought into by partners or whether they have any objective validity,

· notwithstanding this the cluster has a seemingly robust strategy (within understood limits within the UK market – the lack of funding, passivity within procurement, a tight planning framework, detailed legislative controls and limited demand) to increase activity and opportunity. 

· the Business Plan for the cluster contains projects which clearly relate to the prioritised needs identified. These were originally general rather than specific and have since been further developed to enable them to be commissioned.
· the above being the case, evidence as to the results obtained would be premature and in any case the nature and extent of the task facing the cluster is such that desired results need specifying before they can be assessed, and

· the above being the case it is difficult to ascertain the strategic added value of the cluster to date, although stakeholders suggest that early beginnings are promising. It has started to re-form the coherence of the sector (though this may have its limits) and to influence partners. However, the passive role of many partners in the sector may limit its ability to boost confidence.

4.2.4 Building Technologies

The building technologies cluster incorporates many different types of activity. These can be grouped into three broad spheres: the production and manufacture of materials for the building industry; general construction, engineering and installation; and the wholesale of building materials, and architectural and other related consultancy. 2003/04 research found that the cluster directly employed 263,000 people in the region in 2002, equivalent to 10.3 per cent of total employment. Output from the cluster was around £6.7 billion (measured in constant 1995 prices), equivalent to 11.4 per cent of the regional economy. The cluster was relatively more important to the West Midlands than across other regions, reflecting the high concentration of construction manufacturing activity in the region. It also performed better, productivity being higher than the average for all sectors in the region. However, the outlook at that stage was not encouraging. Employment in the cluster was expected to fall over the next decade, both in the region and nationally. There was therefore a need to shift to higher value-added areas, notably the utilisation of new materials such as polymers and re-cycling. The demand drive of regeneration and public sector capital programmes provide good opportunities for this. Without this shift, employment was expected to fall. There is therefore both a clear need and opportunity for cluster activity within the sector.

Thus this is an ‘established’ cluster but one which is undergoing a period of rapid transition from a low-technology, site-based industry to one more geared to the manufacture of buildings. This is reflected in the vision for the cluster, which is that it should be ‘visionary, international, modern, inclusive, connected, sustainable (and) attractive’. To deliver this vision the cluster has a clear strategy that is based on:

· developing markets,

· stimulating new products, and

· promoting best practice.

This strategy has been arrived at only after systematic consideration of the evidence base and evaluation of the options. This has led to a focus on:

· the implementation of ‘Constructing Excellence’ to deliver best practice and cost savings,

· developing the off-site capacity of the sector in the region to place it at the forefront of the shift to factory-based solutions, and

· driving the technology and innovation to support the increasing sustainability of buildings that is seen as a key result of the response to climate change.

Delivering this strategy is seen as a task shared by other Delivery Mechanisms and other parts of the public and private sectors. However, the specific value added of the cluster is provided for by the activities covered in its Business Plan. With minor exceptions these represent the start of the cluster’s work and include six projects at a planned cost of £3.8m to AWM (of which £1m is capital). This suite of projects provides for market development and showcasing, technology exchange, tackling skills shortages and developing and marketing the cluster itself. All relate to the strategy and make clear provision for cluster development. These include a Centre of Constructing Excellence, Modern Construction Materials, Sustainable Public Buildings and several skills projects jointly with the LSC. However, whilst these are strategically informed, whether they represent a comprehensive means of delivering the strategy is another matter. Further development of the cluster may provide an opportunity to address this.

The key features of this cluster are that it is a traditional sector rather than a new cluster but that the sector is undergoing changes that allow a focus to be placed on new technologies and materials, thereby lending itself to clustering activity. The opportunity for change is partly led by government through its own capital programmes and through capital programme drivers such as the Sustainable Communities Plan. However, taking this opportunity will require significant behavioural change in the sector, which has little experience of clustering-type activity. The corollary of not taking the opportunity is decline within the sector in terms of both employment and output which, given its size, would be harmful to the overall regional economy.

The conclusions that must be drawn from this cluster, therefore, are that:

· there is both economic need in terms of the challenges facing the firms within the sector and economic opportunity given the way demand is shifting. This need and opportunity have supported the definition of clear priorities which are broadly shared and owned, though they have not recently been reviewed.

· the role of the cluster in delivering those priorities has been understood, in particular that it will have to work collaboratively, although there seems to be some ambiguity as to its inclusivity or representativeness. 

· the implementation of the strategy is largely a matter of the implementation of the Business Plan, there being little prior activity. Implementation is now being achieved. As with other clusters this had been initially slow due to commissioning problems, although these have now been worked through. This implementation is at an early stage so a review of the strategy and business plan would appear premature.

· whilst the outputs achieved from this implementation programme are broadly in line with expectations the ultimate impact of the cluster will take some considerable time further to show itself. Further development is needed if the cluster is not simply to amount to ‘Constructing Excellence’, and

· the cluster is providing leadership at a time when this is needed if the industry is to adjust to new challenges and opportunities. It has influenced partners and enhanced co-operation, although there is little evidence that this has led to increased confidence in the sector. Whether this ‘makes a difference’ is yet to be seen.

4.2.5 Food and Drink

The food and drink cluster is of median importance within the region. 2003/04 research identified it as directly employing approximately 59,400 workers in 2002, equivalent to 2.3 per cent of all jobs in the region. The cluster generated almost £2 billion of output, (measured in constant 1995 prices), which accounted for 3.4 per cent of regional output. This signified relatively high levels of productivity in the cluster, particularly in activities associated with food and drink production and the manufacture of machinery for use within the cluster. 

The cluster was less concentrated in the region than the national average, but was synonymous with specific activities within the cluster and, in particular, with those associated with the brewing, cider and wine industries and the production of chocolate and confectionary. Although four-fifths of employment in the cluster was located in the conurbation, a relatively small proportion given its dominance in other aspects of the regional economy, it is most heavily concentrated in Shropshire and, to a lesser extent, in Hereford and Worcester and Staffordshire. 

The prognosis for the future was one of steadily falling employment but rising productivity, posing the challenge of arresting employment loss and maximising productivity gains, particularly in terms of value-added in production. There was therefore a strong evidence base to support the establishment of a cluster.

The food and drink cluster was classed as an established one and in practice its formal inclusion within the class of clusters was simply a recognition and extension of existing activities. As part of rural policy, in particular following the outbreak of foot and mouth disease and as a result of the Currie Report, there was already clustering activity being undertaken. The cluster therefore represented an extension of this to the broader, sector-based cluster (although, notably, this extension excluded the retail sector). Translation of this existing activity to a broader action programme was in consequence achieved earlier (2003) than was the case with other clusters. This was subsequently translated into the cluster Business Plan in 2004. This contains clear objectives; these are to:

· achieve a collaborative and innovative culture,

· ensure firms and employees have access to skills,

· encourage the development of sustainable new businesses,

· ensure that businesses can anticipate and respond to change, and to

· develop and exploit local supply chains.

This led to a focus on new value added food and drink products and new processes and technologies. In taking forward these objectives, the cluster has a strong evidence base and a clear action programme based on nine areas of activity, projects contributing to which were running prior to delivery of the formal Business Plan. This provided for eight further projects at a planned cost of £5.4m to AWM (of which 55% is capital). These cover incubation and product development, information and business support, trade development and sector infrastructure. These, however, are not all characteristic of the types of projects dealt with by other clusters or of clustering activity per se, some being more akin to direct sector support and generic business infrastructure provision. Nevertheless, clustering activity does occur. The West Midlands Food Partnership has been established to bring together all the food and drink delivery agencies operating in the region so that business support is clearly signposted. Cluster businesses now experience support from a single communication hub, run in partnership between Heart of England Fine Foods (HEFF) and the Food and Drink Information Centre, supported by Business Link West Mercia. Therefore there is a strong basis for action going forward.

These projects are being delivered alongside the development of links with (and projects delivered by) other Delivery Mechanisms, in particular the Environmental Technology, ICT, Tourism and Manufacturing Clusters, the Regeneration Zones (in particular the Rural Zone) and (albeit only in relation to packaging and food science) the High Technology Corridors. There is also linkage with Pillar 4 of ‘Delivering Advantage’ through the development of healthy food initiatives.

The dominant features of this cluster are that it is a traditional sector rather than a new cluster, that it has had traditionally weak networking as a basis for clustering, that many cluster firms experience difficulties in access to markets and innovation and that the market is dominated by a small number of large retailers (for which reason their exclusion is problematic). These are reflected in the additional KPIs developed by the Cluster Opportunity Group relating to new products and the provision of incubator space, and by the linked focus on marketing vehicles.

The conclusions that must be drawn from this cluster, therefore, are that:

· there were clearly identified economic needs and opportunities to support the establishment of the cluster. Following an initial concentration on delivery per se these have been refined into priorities shared by the partners. These priorities are reviewed as part of an annual strategy review process.

· the sector covered by the cluster is broad and heterogeneous. Developing a robust strategy to meet needs and maximise opportunities will therefore always be difficult. The strategy was developed by the COG and focuses on cluster development and marketing and development and promotion of new products. This reflects the nature of the cluster, which is geared towards sector promotion as much as to cluster development.
· the strategy has been developed into a significant range of activity streams and a large number of projects. Taking these forward has been resource limited and subject to delay as a result of the commissioning process. A pragmatic and prioritised approach has therefore been taken to implementation. This suggests realism in the face of a high level of ambition but also a strong basis for implementation going forward.

· the content of the cluster’s projects are activities and resources on the ground. These will take time to produce outcomes and deliver an impact. In addition to the delivery of project outputs, however, there is already a view that the cluster has raised the profile of the sector in the region, thereby contributing to the underlying strategic objectives for the sector, and

· in part because it builds on existing activities and because it has a strong and supportive policy context, the cluster has developed leadership capacities and capabilities. It has influenced the actions and resource allocations of partners and improved confidence in the sector. It is unlikely that this would have occurred in the absence of the cluster.

4.2.6 Tourism and Leisure

The tourism and leisure cluster is one of the largest employers in the West Midlands. It acts as an umbrella, bringing together a number of related activities including tourism accommodation, catering establishments, leisure activities, and supporting industries, such as transport services. The Heart of England Tourism West Midlands Economic Impact Assessment 2002-2004 showed that 128,588 people are employed by tourism related expenditure and that around £4,492 mi was generated by tourism for the West Midlands Region in 2004.  Productivity levels in tourism and leisure tend to be relatively low, particularly within those aspects of the cluster that are concerned with providing a ‘customer-facing service’ and productivity growth under-performed the region (although the hotel and restaurant sector has seen a 39% increase in GVA since 1997).  The cluster was also characterised as having a relatively young workforce, with lower than average qualifications and being susceptible to high rates of staff turnover. Employment within the cluster was subject to volatility but over the period 1997 to 2002, growth rates were, on average, above those achieved by the region as a whole. 

The outlook for employment was identified as being positive as a result of a number of economic, social and demographic factors that encourage spending in the leisure sector. The need for the sector was therefore to maintain growth and the opportunity to raise productivity and value added.

This growth potential was recognised prior to the development of clusters. A Business Growth Task Group for the sector was established in 2000 and this produced a Business Needs Analysis and commissioned a number of developmental projects. It was transformed into a Cluster Opportunity Group in 2003, amongst the earliest to be so. During 2003, significant changes took place in how public bodies relate to the sector. RDAs were given responsibility for strategic direction of tourism and AWM developed the ‘West Midlands Visitor Economy Strategy’ (VES). Organisationally, a Regional Centre for Tourism Business Support (RCTB), Heart of England Tourism (HET) and Tourism West Midlands (TWM) were established, the latter taking over the role of the COG. This took on the task of driving forward the Visitor Economy Strategy and the Cluster Business Plan is one of its main means of doing so, making it different in nature from those of other Cluster Business Plans which are unrelated to any statutory sector responsibility.

The Business Plan adopted the vision of the VES and its three strategic objectives. These are to:

· 
add value to the West Midlands Visitor Economy,

· 
enhance the West Midlands for residents and visitors, and to

· 
support local businesses and cultural life.

Meeting these through ‘Avenues for Action’ was set out in the VES and the Business Plan picks up on three of these (creating a framework for action, communicating the breadth of the visitor economy and managing organisational development), effectively focusing on organisational development through:

· 
providing financial support to the three key bodies (TWM, HET and the RCTB),

· 
establishing and providing support to six theme groups,

· 
supporting these with underpinning programmes (including some managed by others), and

· 
providing destination support.

These are being delivered through 10 projects at a planned cost of £7.45m to AWM over the three years (excluding the project funding for HET and RCTB, which is in part funded outside of the cluster budget) and are closely co-ordinated with the wider Regional Marketing Strategy to maximise synergies. These ‘projects’ however, are more akin to mainstream services and investment in facilities than are the projects of other clusters and make this cluster qualitatively different. Moreover, their nature is not such as to fit well with parallel work with other Delivery Mechanisms, rendering co-operation and co-ordination with them minimal.

The key features of this cluster are that it is organisationally mature, has an established public sector set of partners, has a broad scope and entrenched vested interests. To a significant degree therefore its work has not been about creating something new, but about driving forward an agreed strategy within an already complex and crowded environment in relation to what is clearly a sector, not a cluster. This is a difficult task. As a conduit for funding to the key bodies it has worked well, but in terms of strategic projects to enhance the potential of the sector, particularly capital projects, it has progressed less well. Theme groups covering Business Tourism and Festivals and Events have been or are being established.  Of particular note, the task of bringing a regional focus to a diverse and often competing, but nevertheless well-established, set of partners is proving difficult.

Progress is measured against a benchmark Volume and Value Study undertaken in 2001 which is currently being repeated and which should show the nature and extent of growth in the sector in the past five years. This provides a much clearer outcome focus to achievement than the performance metrics of other clusters, but its replicability across clusters may be uncertain (largely because they are less easy to measure).

The conclusions that must be drawn from this cluster, therefore, are that:

· it is organisationally the most developed,

· most of what it does is to do with sector promotion, not cluster development,

· cluster development is hampered by a lack of resources (notwithstanding the high level of resources allocated to the cluster),

· it could provide a platform for significant capital programmes,

· it is characterised by competing and conflicting interests,

· it works within a set framework and has a clearly articulated way ahead, and that

· it will probably continue to make progress on the way ahead, even though this has little discernable link to a cluster strategy.

4.2.7 High Value Added Consumer Products

The high value added consumer product (HVACP) cluster is an established cluster within the region. It comprises a number of sub-sectors including clothing and textiles, ceramics, furniture making, jewellery, glass, leather, and carpets. These are linked by being demand-led and design-rich, and hence share markets and processes in a way which creates opportunities for synergies. 2003/04 research showed that the cluster employed 54,600 people in the region in 2002, equivalent to 2.1 per cent of total employment. It generated £1.4 billion-worth of output in 2002, contributing 2.3 per cent of the regional economy. The cluster is the largest HVACP employer in the UK and the concentration of HVACP jobs is higher in the region than elsewhere, with particularly large concentrations of ceramics, carpet making, jewellery and furniture making. The HVACP cluster is located throughout the region, with individual towns recognised for particular activities. However, employment in the cluster has fallen dramatically in recent years. Between 1997 and 2002, the region’s average annual rate of decline was 4.3 per cent, in line with that recorded across Great Britain. These losses were driven by a combination of factors, though two in particular – the weak global economy and low-cost competition from abroad – had the greatest impact. The need for the cluster is therefore to arrest employment decline and the opportunity is to do this through driving design-led value-added gains.

To a degree the cluster has evolved out of some of the priority sectors identified in ‘Creating Advantage’. It therefore has organisational and activity antecedents on which to build. However, perhaps because of this, the cluster strategy and the COG have evolved slowly. This has been in part because of the innovative nature of its concept (design is a function rather than a product or technology), the disparateness of its component parts and the organisational legacy of eight Sector Groups. Early projects sponsored by the cluster therefore tended to be sector-based and sector-geared, and were in any case few in number or value (with the exception of the University of the Shop Floor for Ceramics). Nevertheless, progress is being made and is reflected in the Cluster Business Plan. The strategy underlying this is ‘to foster an exemplary community of visionary, creative, design rich, market led companies from within the regions broad consumer goods sectors; and to encourage aspirational businesses to develop these attributes and support them through the transformation process’ To secure this it has the objectives of:

· promoting design and facilitating its adoption,

· supporting co-operation and collaboration,

· establishing the net.infinity centre to develop the cluster,

· facilitating access to market intelligence,

· reducing skills gaps and shortages, and

· developing new initiatives with stakeholders.

These objectives are to be delivered through four key themes relating to:

· holistic design,

· enterprise,

· skills and training, and

· marketing innovation.

These themes are to be delivered through a range of projects (many external to the cluster) but will principally be the responsibility of net.infinity - a cluster-wide capacity and capability resource, which accounts for the planned bulk of the £2.5m of AWM resources required in the business plan (all of which is revenue). This delivery platform has now been established and, in effect, has devolved responsibility (subject to overview by the COG) for developing and taking forward the cluster business plan and for delivering performance.

These projects are being delivered and the delivery platform developed alongside the development of links with (and projects delivered by) other Delivery Mechanisms, in particular the Business and Professional Services, Screen Image and Sound, ICT and Tourism and Leisure Clusters and the Regeneration Zones (in particular the Rural and South Black Country and West Birmingham Zones).

The key features of this cluster are that it is new in bringing together a number of sectors which, though established, were different, that its concept (design) is conceptually distinct and different to those of other clusters, that the mechanisms and projects needed to enable the cluster to ‘gel’ around this concept are still being developed and that the means of development and delivery have effectively been placed at arms length.

The conclusions that must be drawn from this cluster, therefore, are that:

· the cluster is something of a hybrid but, within its analytical terms, there is a clear need for it (employment decline) and it offers opportunities (design-led growth). As a hybrid bringing together different sectors there is a clear need for there to be a cluster (otherwise the hybrid could not exist) as a delivery mechanism. Taking as its starting point previous sector activities it has started to draw these together to define priorities for the cluster, although there may still be some way to go before partners fully comprehend the cluster as such

· a strategy is being developed iteratively. It is robust in concept and bold in design, but will take time to permeate the thinking of some partners. Originally geared towards enterprise and innovation, a process of review has shifted it to design. This has been a difficult process for the COG, which has a legacy of being an amalgam of five clusters and/ or eight sector groups. Nevertheless, progress is being made and the underlying cultural shift needed achieved.

· strategy implementation has mirrored strategy development. There has been a shift from (individual) sector-led projects to a cluster-wide approach delivered through net.infinity. This has been a gradual process constrained by the speed of cultural change amongst partners, but is now substantively achieved. It is yet to be seen whether the business model for implementation - that of channelling core cluster projects and initiatives through net.infinity and signposting others to other providers - will be successful. The first major project has been established - a Business by Design programme run jointly with the Design Council.

· given the nature and extent of change to existing arrangements required to establish this embryonic cluster out of previous established clusters and the consequent slow pace of implementation impacts and outcomes are yet to show. Projects per se have outputs but these will not measure the integration of a concept into processes or the gain this may deliver in employment or value-added over time, and

· as a delivery mechanism the cluster is providing leadership and without it the  cluster would not exist. Faced with a transformational task, it has started to influence the decisions and funding flows of partners and has secured a measure of co-ordination between them. Completing the cultural change necessary amongst partners will be necessary to improve confidence in the sector, but to the degree that this has been done this is being achieved.

4.2.8 Specialist Business and Professional Services

Specialist business services form part of the rapidly growing financial and business services sector. The cluster covers research and development, legal services, accounting and tax services, management and business consultancy, advertising, and other business activities (which range from exhibition and trade activities to credit referencing and interior design). 2003/04 research showed that the cluster is a relatively large employer. In 2002, more than 90,000 workers were employed in the cluster in the West Midlands, equivalent to 3.6 per cent of jobs in the region. The cluster generated over £1.5 billion-worth of output in the region in 2002 (measured in constant 1995 prices). Productivity in the cluster was below the average for the regional economy, but this was consistent with other labour intensive, and rapidly expanding, service industries. The cluster has less weight within the region than the national average, which reflected the dominance of London and the South East. Adjusting for this the cluster had above average weight. The cluster is Birmingham-led but has significant pockets elsewhere in the region; the cluster had performed well in employment terms and was expected to continue to do so. Its need and opportunity was therefore to develop the cluster so that it could grow sustainably, free of the shadow of London and the South East.

The cluster therefore lies at the heart of the issue of whether Birmingham (and other major provincial cities) is able to challenge the dominance of London in professional services and hence maintain a fully sustainable regional economy. This is encapsulated in the vision for the cluster, which is for the West Midlands ‘to be the premier region for doing business with Professional Services of Excellence’. Achieving this vision is dependent on:

· achieving and maintaining critical mass in Birmingham and other key sub-regional locations,

· promoting an offer based on excellence, quality, a competitive price and value for money,

· ensuring firms have access to the right skills to develop,

· developing distinctive services to demonstrate value added, including to other clusters,

· collaborating through the development of professional networks and of links with key public sector support agencies, and

· effectively marketing the services available within the region.

Delivering these is the objective of the cluster. In its work prior to 2005 it supported the development of a number of relevant projects, principally aimed at building professional networks but including also the Birmingham Future Graduate Fair and the Birmingham International Legal Symposium. The Cluster Business Plan builds on these by promising nine projects at a planned cost of £1.9 to AWM (of which none is capital). These projects cover a diverse range of activities including:

· creating a regional services database,

· enabling professional collaboration,

· addressing access and diversity,

· exploiting innovation and know how,

· developing professional symposia,

· establishing a West Midlands Intellectual Property Forum, and

· continuing to develop the core work of the cluster.

During 2005/06 over 80% of these projects (by value) were commissioned so the cluster is on course to deliver its activities. Where opportune these projects are being delivered alongside the development of links with and projects delivered by other clusters and, for example, the North Staffordshire Regeneration Zone.

The key features of this cluster are that it brings together a range of disparate professional services each of which offers specialised value-added to others’ activities but which operate in markets where fierce competition is the norm, with a consequent block to collaboration and networking. Achieving the provision of excellence across the cluster and delivering a ‘joined up’ service offer will be the keys to the cluster’s success. Sub-regionally, there is an additional need to replicate outside Birmingham those networking developments which have underpinned the emergence of the city as an alternative to London in those areas (Coventry, Stoke and Wolverhampton) which are capable of providing sub-regional clusters of critical mass. This will clearly take time.

The conclusions that must be drawn from this cluster, therefore, are that:

· the need for and opportunities presented by this cluster have been known and recognised for some time, at least in relation to Birmingham. Existing networks were already dealing with these. However, the formal establishment of the cluster presented the possibility of developing these further and replicating them in other parts of the region. The means whereby this might be done have been considered and prioritised.

· a robust and appropriate strategy has been developed to exploit that possibility, with a clear strategy lead being taken by the COG. This would appear to be shared by partners. To date it has not been reviewed because of its initial robustness and recent date.

· initial implementation of the strategy was piecemeal and un-co-ordinated, focusing on one-off projects of limited strategic value. The Business Plan, however, provided for a shift to delivery that is now strategically driven.

· although this will generate outputs, of more relevance will be the networking generated, innovative service offering fostered and sector growth achieved at increasing values.

· the COG has necessarily augmented the leadership role already achieved in parts of the cluster in Birmingham but which needed broadening for that clustering to be replicated. How far that can be been mirrored by improved functional networking around professional services products and market access will take time to show. This will need influence to be exercised with a large number of (relatively small) private sector partners. Achieving this requires a catalytic capacity which the cluster represents.

4.2.9 Information and Communication Technologies

ICT clusters are seen as the archetype of clusters per se. Where strong, they achieve rapid growth and have significant impact on other industries, many of which would be unable to function efficiently without the provision of ICT. It is, however, hard to define as it consists primarily of a group of companies focused around technologies, rather than a single product or industry. In general terms, however, it includes software consultancy and supply, the manufacture of computers, processing equipment and electronic components, and telecommunications. 2003/04 research showed that the ICT cluster directly employed approximately 78,300 people in the region in 2002, equivalent to 3.1 per cent of employment. Output from the cluster equated to almost £3 billion (measured in constant 1995 prices), equivalent to 4 per cent of the regional economy. ICT was less concentrated in the region than nationally, although part of this reflected the dominance of London and the South East, which tended to skew national comparisons. Those apart the concentration of ICT was higher in the West Midlands than in most other regions. Productivity was above average and employment growth relatively strong, with both forecast to grow further. The need for the cluster was therefore to secure sustainable growth independently of the dominant regions and the opportunity was the ability to achieve this and continue this strong performance.

Although important for two reasons, the cluster is not concerned with the horizontal support ICT is able to give to regional growth (that being the remit of the regional ICT strategy) but with the vertical growth of the sector. This is reflected in the cluster’s vision, which is for the West Midlands to be ‘the Digital Foundry of the World’, and its associated overall objective of developing a cluster of ICT businesses and partners to bring competitive advantage to the region. How the cluster was to take these forward was originally set out in the 2003 ICT Cluster Strategy and has since been carried forward into the current Business Plan. This sets out four strategic objectives, these being to:

· create a networked business community,

· manage the transition from manufacturing to services,

· focus on a small number of sub-sectors in which there are particular strengths in the region, and to

· exploit the strong knowledge base in the region’s Universities.

Delivering on these objectives had commenced prior to 2005 through:

· support to the West Midlands IT Association,

· development of a technology demonstrator, iCentrum, to help ICT SMEs utilise the latest technology,

· support for a photonics cluster,

· support to OpenAdvantage, the West Midlands Open Source Solutions Centre,

· support to the Centre of Excellence for Research in Computational Intelligence and Applications, and

· support to the IT Futures Centre.

To these the Business Plan added provision for a further eight projects at an overall planned cost of £4.4m to AWM (of which none is capital). These are a range of cluster support and strategy development projects and three new delivery projects: West Midlands Mobile and Wireless; an ICT Supplier Standard Pilot; and a West Midlands ICT Hub. These will bring total spend over the three years to £10.9m by AWM. This spend aligns closely with the objectives set and includes prudent provision for maintaining the corporate capacity of the cluster through the CEG.

To drive forward these projects and keep the overall strategy under review the COG has an annual strategy away-day and oversees the work of six sub-groups covering data and intelligence, marketing and communications, innovation, workforce development, public sector procurement and exports. The are supported by both a Cluster Manager and an assistant, an unusually high level of resource. They collaborate closely with the High Technology Corridors, although not with other clusters or Regeneration Zones (unsurprisingly given the generic nature of the sector).

The key features of this cluster are that it provides a key enabling counterpart to the regional ICT strategy, that it therefore focuses on innovation and collaboration within the cluster, not just marketing its outputs, and that it supports strong links with the Universities and the High Technology Corridors. Its ultimate success will depend upon the qualitative improvements it is able to bring to the rate of innovation within the cluster and of technological change in the economy as a whole, each of which will require long-term tracking.

The conclusions that must be drawn from this cluster, therefore, are that:

· there was an identified economic need for the cluster. This has clarified its remit to ensure a focus on the vertical cluster needed to support the horizontal application of ICT. This facilitated the prioritisation of what was needed by partners.

· to deliver these priorities and provide a framework for future action a robust strategy has been developed (in addition to the business planning process). This is shared by partners and reviewed annually.

· the strategy is being implemented through the project pipeline for the cluster, which includes both network support and specific cluster projects. The annual review process includes consideration of project performance so that the COG is able to satisfy itself that changes can be made where necessary.

· the results of this implementation are measured in terms of outputs and these are meeting requirements. However, these only quantitatively measure intended qualitative impacts. The latter have not been measured because of disproportionate costs and the time-span that would need to elapse before doing so, and

· in a sector previously characterised by failed attempts to develop clustering activity, this cluster has clearly provided the necessary leadership to start to bring together a coherent cluster. This is now influencing partners decision-making and funding streams and is generating a degree of co-ordination. Without the cluster mechanism it is likely that the previous action-off scenario would have persisted.

4.2.10 Environmental Technologies

The environmental technologies cluster encompasses a number of activities concerned with protecting and improving the physical environment in order to attract investment, improve quality of life for residents and workers, and progress towards sustainable development. Its importance lies in exploiting the market opportunities offered by the conservation of the environment for future generations. The largest parts of the cluster include sewage and refuse disposal, the production and distribution of electricity and gas and the manufacture of engines, turbines, pumps, compressors and motors. 

It is a relatively small cluster. 2003/04 research showed it to employ approximately 45,900 in the region in 2002, equivalent to 1.8 per cent of total employment. Output from the cluster equated to £3.2 billion (measured in constant 1995 prices), equivalent to 5.3 per cent of the regional economy. Although small, the weight of the cluster is higher in the West Midlands than the national average and in 2002 the region accounted for 10.7 per cent of environmental technologies employment in Great Britain. Recent performance to 2002 had been mixed. Between 1997 and 2000, employment and output growth in the region were both strong and above the national average, but, employment had then turned down. This was expected to continue but be matched by continuing strong productivity. There was therefore a clear need for a cluster (to protect employment) and an opportunity (to build on strong regional performance in a strong sector).

The cluster is largely driven by government regulation and the opportunities this presents for innovation and business growth. Its key features in the West Midlands are that:

· it has particular strengths in a number of developed sub-clusters (e.g. equipment for renewable energy, aspects of waste management),

· it includes many new and growing businesses,

· it has a strong component manufacturing base,

· it generates significant revenues from outside the region, and

· these combine to create a strong regional export base.

It is these that form the basis of the cluster vision for the West Midlands to be ‘an internationally recognised region for the supply and use of environmental technology products and services by 2010’. To secure this vision the cluster has clear priorities, these being to:

· stimulate regional demand,

· support innovation by linking companies to R&D,

· provide business support in identifying and accessing new markets,

· develop networking around sub-clusters and particular technologies,

· identify and support meeting skill needs, and to

· secure sites and premises suitable for environmental businesses.

Since its inception in 2003 the cluster has developed a portfolio of eight projects at a cost to AWM of £2.2m, largely specific delivery projects supplemented by development work on sub-clusters and skills. The Business Plan provided for the continuation of these and the bringing forward of eight additional projects. In total these will require £6.2m from AWM (and of which £1.9m is capital). Again, these projects are very delivery-focused, although it is supplemented by limited cluster capacity development and networking. This skewing of the business plan reflects the high and emerging growth opportunities open to the cluster, but may come at the expense of sustainability.

These projects are being delivered alongside the development of links with (and projects delivered by) other Delivery Mechanisms, in particular the Food and Drink and Tourism and Leisure clusters and the Regeneration Zones, particularly the East Birmingham and North Solihull and Rural Zones.

The key features of this cluster are that it is based on product groups, not a sector, that it has clear policy drivers set by government, that it links certain traditional functions (in terms of processes and sectors) with emerging technologies and that therefore it is a vehicle for economic transformation as much as it is for growth per se. Its success will therefore be measured not simply by the achievement of tasking framework targets but by the scale and speed on which this transformation will be achieved.

The conclusions that must be drawn from this cluster, therefore, are that:

· there was an identified economic need for the cluster, which has developed a series of clear priorities, although these have not been reviewed since 2004.

· to support delivery of these priorities a robust strategy has been developed by the COG. This effectively pre-dated the Business Plan but is continued through it.

· that strategy is now being implemented through the commissioning of the projects in the Business Plan and the continuation, where appropriate, of previous projects. However, the time-lining of delivery suggests that the scale of delivery may start to decline during 2007/08.

· although output targets from delivery are being met, many of the deliverables are technology- and innovation-led. The results of these will take a number of years to appear. In the interim the clustering activity is achieving a degree of coherence within the sector, and

· the early indications are that the cluster is making a strategic impact in terms of bringing partners together, influencing their decision-making and funding streams and providing for a degree of co-ordination. However, this is still at an early stage and renewed effort will be needed to maintain momentum.

4.2.11 Interactive Media

The interactive media cluster (Screen, Image and Sound) is an embryonic cluster based on the creative media sector. Although significant in comparison to other regions and therefore having comparatively strong growth potential, the sector overall is London-centric, presenting a challenge if it is to develop in a regionally-sustainable way. Typified by self-employment and micro-enterprises, it has a highly volatile structure with low employment, rapid product cycles and a high turnover of firms. It is characterised by a high level of networking within sub-sectors but a low level of interaction across the cluster or outside it. 

It was one of the smallest clusters and was seen as embryonic. It covers a range of activities and disciplines concerned with the origination and exploitation of creative ideas. As originally considered they included radio and television activities, libraries and archives, cultural and literary pursuits, and the reproduction and distribution of sound recording, video recording and computer media. 2003/04 research showed that the cluster employed just 13,700 people in the region in 2002, equivalent to 0.5 per cent of total employment. Nationally the cluster was also small, employing only 283,300 people. Within the region the cluster was not only small, but also relatively under-represented, it being half the size one would expect it to be given national trends. Employment had also been volatile, reflecting the cluster’s embryonic nature. Over the period 1997 to 2002, employment in the cluster had grown at an average annual rate of 1.6 per cent, below the level achieved nationally. However, this was above the average for the region and was expected to continue. Providing a cluster mechanism was therefore a means of focusing on a small but potentially relatively high growth sector.

The formative nature of this cluster is reflected by the changed focus it adopted at an early stage. Rather than a broad-brush approach to ‘creative’, it confined itself to screen, image and sound (hence its change of name). It was also reflected in its vision: ‘by 2010 the West Midlands screen, image and sound industries will lead the exploitation of integrated digital technologies for innovative education and entertainment content creation and grow to achieve a critical mass’. To achieve this vision the cluster has set itself clear objectives. These are to:

· catalyse and grow the digital content industries in the West Midlands,

· enable new entrants to gain equal access to cluster industries and to retain talent in the region,

· support effective, innovative and well targeted opportunities for development and learning for business, creative and craft skills relevant to the cluster,

· develop new and innovative routes to market and business models specifically for digital industries, and to

· develop initiatives to showcase the region’s creative screen, image and sound products to increase the flow of business.

Each of these objectives has been translated into a clear action programme to guide the work of the cluster and which is designed to integrate cluster industries, through networks and digital technology, and to develop capacity to grow the region’s content creation industries to achieve critical mass by 2010. The immediate priorities of this action programme have been the creation of an enterprise network to bind an otherwise highly atomised set of sub-industries, complemented by showcasing opportunities, a marketing strategy, and a particular focus on the serious computer games sub-cluster.

The objectives and priorities are reflected in the cluster Business Plan, which provides for 16 new projects to supplement two exiting projects at a planned total cost to AWM of £1.7m (of which under 20% is capital). This is a diverse set of projects, perhaps reflecting the diversity of the cluster, which is largely project-delivery oriented, rather than strategic in nature. It is therefore highly ambitious given the youth of the cluster, which has only been in functional existence for six months, and will require further work to form it into a coherent whole. Nevertheless, the capability of the structure is developing, to the point where COG membership is partly to be determined by open (contested) election.

These projects reflect the highly focused nature of the cluster. Therefore they are delivered independently of other Delivery Mechanisms, although in developmental terms there is a degree of interaction with them.

The key features of this cluster are that it is embryonic and fast-moving, that it is based on a highly atomised set of sub-industries, that these are characterised by a high proportion of micro-businesses, that there are strong networks but that these are generally limited to within their sub-industry. The key tasks for the cluster are therefore to define what it is (which appears to have been achieved), to give it some practical form (which is underway) and to develop a coherent set of interventions capable of achieving economic impact rather than meeting self-defined needs (which is moot).

The conclusions that must be drawn from this cluster, therefore, are that:

· there was an identified economic need for the cluster but in quantitative terms it was marginal in comparison with the other clusters. At inception it lacked a clear focus and priorities but these have now been provided and are shared by the partners.

· within a more focused approach a clear strategy has been developed to meet identified market opportunities, a strategy driven by the COG. This strategy is kept under review by the COG.

· although the strategy has given rise to a number of projects in broad terms delivery is always going to be problematic. The diffuse and anarchic nature of the sector militates against delivery and therefore much of what is being delivered is developmental in nature.

· because of this fundamentally developmental nature of much of what is being delivered, although outputs are achieved it will be some time further before any meaningful impacts will be had or outcomes achieved, and

· because the cluster has had to re-invent itself from the word go it has (by virtue of its continued existence) clearly shown a degree of formative leadership. It has influenced the decisions of partners and their funding streams and is bringing a form of co-ordination to its limited sphere of activities. However, given the initial weight of the cluster in the regional economy the impact of this on the wider regional economy is likely only ever going to be marginal. Nevertheless, even that would not be achievable were it not for the cluster.

4.2.12 Medical Technologies

The medical technologies cluster is defined broadly as the manufacture of medical, surgical and orthopedic equipment and appliances. For analytical purposes it includes the manufacture of pharmaceutical products and preparations, of medical and surgical equipment and instruments and the wholesale of pharmaceutical products. 

It is the smallest of the thirteen clusters. 2003/04 research showed it directly employed approximately 7,300 people in the West Midlands in 2002, equivalent to 0.3 per cent of total employment. It generated £210 mi-worth of output in 2002 (measured in constant 1995 prices), equivalent to 0.4 per cent of economic activity in the region. In each case this was less than the national average. Output per worker in the cluster was well above the average for the West Midlands’ economy, but below that achieved by the cluster at a national level. The research found that cluster performance had been volatile. Between 1996 and 2002, employment in the cluster had fallen on average by 0.6 per cent each year. This average masked strong growth in some years, but sharp declines in others. 

Employment in the cluster nationwide was flat over the same period. Despite falling employment, output from the medical technologies cluster had increased over the same period, although again growth had been erratic. This loss in employment, but gain in output, was expected to continue, creating a need for a cluster if regional weakness was to be corrected by linking in to occasional good performance.

The cluster was not formed in a vacuum. Medilink West Midlands (MWM) was formed in 2003 to provide an organisational basis for clustering activity. This has proved successful and the task for the cluster is therefore to supplement, rather that replace or replicate it. Undertaking this task has taken some time. Nevertheless research has been undertaken to provide an evidence base and interim organisational arrangements put in place. These have enabled the production of a cluster strategy and an Interim Business Plan (subsequently revised into a firmer version) and the development of a clear vision for the West Midlands to be ‘internationally recognised for expertise in medical technologies, delivering economic growth for businesses’.

The main issues that need to be faced to deliver this vision are:

· gaining access to new markets,

· facing competition from low cost economies,

· reforming NHS procurement processes,

· developing and identifying new products and services,

· dealing with regulatory costs and barriers,

· deepening market knowledge, and

· growing markets and new technologies.

However, the need to face these has only recently been translated into a clearer programme of action, hence the initially interim nature of the cluster’s business plan.   Notwithstanding this provisionality, the Business Plan provided for seven projects in 2005/06 at a planned cost to AWM of £1.1m (of which £.35m was capital). These have been delivered and have met their targets. However, work now needs to be carried forward if the cluster is to develop further. In so doing links with other clusters (ICT, Building Technologies and Screen, Image and Sound) and with the Central and Coventry, Solihull and Warwickshire High Technology Corridors can be built on.  (Subsequently a further £2.7M has been committed for 2006-08.)

The key features of this cluster are that it is embryonic to the degree that it is yet to be understood. It shares with others the unhelpfulness of SICs but faces the additional difficulties of having weak cluster identification by firms, an uneasy interface with HEI structures, non-recognition by bodies such as the LSC and the prior existence of Medilink West Midlands. Overcoming these difficulties will be the key to the ability of the cluster to move forward and become a functioning cluster rather than an aspiration.

The conclusions that must be drawn from this cluster, therefore, are that:

· there was an identified economic need for the cluster but this was weak in both quantitative and qualitative terms, hence it being viewed as embryonic. This need was further researched in 2005 to provide a more secure evidence base going forward than that previously provided. This has enabled priorities to be set which are shared by partners.

· albeit late, this has now been developed into a robust strategy by the COG, one which may provide the basis for action going forward. It would clearly have been inappropriate to review this so soon after its adoption so this has not been done.

· the task for the COG going forward is to develop proposals for implementing this strategy, since implementation to date has been on ad hoc projects which may deliver outputs but the strategic value of which is not necessarily evident,

· clearly at this stage in the development of the cluster it would be premature to expect there to be any results from implementation in the form of impacts or outcomes, and

· although the cluster has played a leadership role in getting this far, there remains continuing uncertainty at to the extent to which this is or to a significant degree can be additional to that which could in any case have been provided by MWM. Both appear to influence partners decision-making and are capable of developing this embryonic cluster. The question of why there are two such bodies is difficult to avoid.

4.2.13 Manufacturing 
Although classed as a cluster for management and budgetary purposes manufacturing is not a cluster but a sector. As a sector it is of central importance to the West Midlands economy, accounting for nearly 25% of the region’s GDP and 19% of its employment. This centrality will continue, although the share of GDP is expected to fall to 20% by 2015 and the share of employment by somewhat less, implying that total output and productivity will rise. This regionally important sector is also of national significance, forming the heart of the UK manufacturing sector, and its future will therefore impact on the economy overall.

The key problem facing manufacturing is competition from lower cost countries. In the face of this its domestic and export markets will only survive if there is investment in technological modernisation and the re-focusing of production around new, higher value added products. However, the record of the sector in doing so, particularly in the urban core of Birmingham and the Black Country is poor. There is therefore a major risk that the continued prosperity of the manufacturing sector, and with it the West Midlands economy, will falter and growth will not be delivered without intervention at key strategic points.

AWM does not have an explicit strategy to do this but the task is in practice the function of the manufacturing cluster. Through its co-ordinating efforts with the nine clusters that cover the manufacturing sector and the High Technology Corridors and its own cross-sectoral programmes of action it is aimed at creating ‘excellence in translating science, technology and specialist knowledge into the manufacture of successful products and services’. To achieve this it has set clear objectives to:

· embed the knowledge from a number of key identified technology areas within the regional supply base,

· facilitate the transfer of such knowledge through collaboration,

· develop regional support around industrial product design and information,

· engage manufacturers and the NHS around procurement and manufacture,

· leverage knowledge and resources from a broader range of sources, and

· maximise marketing and publicity for the above.

The cluster does not have a COG to guide these objectives but instead works under the guidance of the Beacon Manufacturing Group (BMG), a twelve person public:private body which champions manufacturing (the existence of which pre-dates the development of COGs). This in turn works alongside the Manufacturing Foundation (an independent, manufacturing-related think tank) and, at the level of business support for individual firms, the Manufacturing Advisory Service. They are able to design, commission and shape the delivery of services to manufacturing, currently in the course of being rationalised to provide for a more seamless, company-facing service offer.

Beyond this the cluster is responsible for its own portfolio of projects. Already operating six, the Business Plan provided for a further eight at a planned cost of £2.7m to AWM (of which 40% is capital). These projects provide the innovation support capacity needed by the sector and the development of key, cross-cutting interventions. It is also leading the Advanced Materials initiative for the ICT Cluster.

As stated, the key features of this cluster is that it is not a cluster, that it operates a meta-level with respect to the other clusters and the High Technology Corridors, that its genesis pre-dates clustering activity but this is now incorporated within it and that it plays a uniquely strategic role. This is likely to continue given the importance of the sector and its continuing need to modernise and innovate. It has a clear understanding that success will come in the form of the impact it is able to have on output, investment, innovation, productivity, profitability and skills, rather than just the generation of project outputs driven by the Tasking Framework.

The conclusions that must be drawn from this cluster, therefore, are that:

· the economic need for a manufacturing cluster was not identified at the same time as that of the other clusters. This is partly because the weight of the manufacturing sector is such as for the need to be obvious but also because significant work was already in train. The need was recognised for this to be formalised and for a co-ordinating mechanism to be put in place to assist other Delivery Mechanisms. This having been done, industry-led priorities were incorporated into the cluster mechanism having already been shared by partners. These priorities were part of an ongoing process and have been subject to regular review.

· there is a robust strategy to meet the needs of manufacturing which permeates through much of the work of AWM and its partners. The strategic role of the cluster mechanism is to co-ordinate and to gap-fill. This is recognised by the Beacon Manufacturing Group, the pre-existence of which rendered unnecessary the formation of a COG.

· that strategy has been implemented directly and indirectly, as would be expected of a body which combines delivery and co-ordination. The efficacy of that delivery is kept under review.

· manufacturing continues to decline in importance within the West Midlands economy. The objective of the strategy is to arrest that decline by securing the transformation of manufacturing into a high-value-added, knowledge-embodying sector. That change will of necessity be generational and therefore whilst projects may deliver outputs their true value will not be seen for some time, and

· the BMG has provided a significant leadership role. It exercises broad influence and leverage and without it is unclear what other body could have done this.

4.3 Overall Cluster Performance and Prospects

4.3.1 Establishment of Clusters

It is a matter of fact that clusters have been established. Originally planned to be ten, there are now thirteen (one having been split into three and an additional one having been added). However, not all are at the same stage of development and not all should be viewed the same way within the context of a cluster approach.

Of the thirteen currently established five are functioning and have a track record on which to build, six are functioning and have little or no track record on which to build and two are only just at the point of functioning. Clearly for established clusters establishment was not an issue, it was more a case of re-branding and adjusting existing arrangements. However for those not already established a number of issues provided difficulties. These included:

· Identifying strategic objectives, related to long-term market opportunities,

· appointing champions in the form of Cluster Managers,

· identifying the nature and extent of the cluster,

· identifying who should be involved in Cluster Opportunity Groups,

· securing involvement from those firms and individuals,

· articulating what clusters were and how they could be supported,

· inculcating appropriate behavioural patterns,

· getting Cluster Opportunity Groups to think strategically,

· translating strategic thought into programmes of action, and

· turning those programmes of action into specific projects.

Overcoming these difficulties has taken time. However, in the majority of cases this has been done or is planning to be done. The key Cluster Plans were all published and list the detailed three year programme of projects which are being progressively implemented. The objectives they set vary, but ultimately they focus on increasing the capability of the cluster (or specific sub-clusters) to exploit long-term market opportunities, or on reducing identified barriers. Thus they focus on developing the future, not propping up the past.

Within these thirteen some can genuinely be viewed as clusters within the terms set out by DTI, some are not yet clusters but are moving in that direction whilst at least four are not really clusters at all but are sector initiatives. From a practical point of view this is not, however, a cause for concern. What matters is that the clustering-type activity in which the designated clusters engage adds value to the development of the regional economy.
4.3.2 Cluster Activity

Cluster activity to date includes 87 projects commenced / completed by 2004/05 and 103 projects continued / commenced / planned for 2005/06 – 2007/08. Of these, 32 are classified as being purely strategic clustering projects and 158 are geared to actual delivery of strategic objectives and of Tasking Framework Outputs. 172 are wholly or largely revenue projects and 18 wholly or largely capital projects. Projects per cluster average 13 and vary between 9 and 22, strategic projects average 2.5 and vary between 0 and 6 and capital projects average 1.5 and vary between 0 and 4. Of these planned projects some 65% are now fully contracted for whilst the remainder are in the course of development.

Actual and planned expenditure on these projects is shown in Table 4.1 below. Expenditure against Business Plans has lagged as a result of project commissioning delays but over the period as a whole (with the proviso of possible slippage running into 2008/09) should reach budgeted levels. Should this be the case then in a financial sense the clusters will have performed as intended.

Table 4.1: Cluster Expenditure (£000’s) 2003/4 – 2007/08

[image: image2.emf]Actual Expenditure Actual Expenditure Allocation Actual  Allocation Actual

Capital Revenue Capital Revenue Capital Capital Revenue Revenue Capital Revenue Capital Revenue

HVA Consumer Product 0 29 0 65 0 0 495 463 0 900 0 1050

Screen Image and Sound 0 128 0 268 270 79 325 340 310 657 100 475

Environmental Technologies 0 1001 1245 667 935 1280 1218 1165 0 2340 0 1833

Building Technologies 0 87 0 53 515 362 236 350 379 1258 135 1316

Areospace 31 1398 10 311 3 2 1157 1090 2 1025 0 975

Automotive# 30 0 825 725 975 761

Rail 0 0 0 0 10 0 130 0 30 934 30 968

Business & Prof Services 0 38 0 37 0 2 422 283 0 706 0 734

Food and drink 0 718 0 620 320 45 570 604 1995 921 640 883

Tourism and Leisure 11 711 20 1705 374 324 2054 1922 825 3222 550 3380

Manufacturing 0 0 0 0 175 194 462 103 603 496 550 602

ICT 1365 356 1238 1862 1129 532 4029 3429 169 3843 11 1276

Medical Technologies 3 471 0 444 1458 1452 573 509 0 1574 250 1658

TOTAL 1410 4937 2513 6032 5189 4273 11701 10257 5138 18601 3241 15911

2005/6 2005/6 2004/5* 2003/4*

Allocation  Allocation

2007/8 2006/7


Notes:

· * No formal cluster allocation in 2003-05

· # Several major Automotive sector projects were undertaken outside the Cluster Programme during 2003-06.

· All figures are £’000s and are AWM spend only. 
So far 74.5% of the Cluster 3 Year Plan projects (by value) have been contracted. These have achieved additional funding leverage of 47% overall (private sector contribution worth 26% of Agency contribution and additional public sector contribution worth 21%)  This compares to an original aspirational target proposed in first draft cluster plans of 52% private sector leverage and 67% public sector leverage.

Activity to date and that planned going forward is therefore significant but highly varied. Given the heterogeneity of the clusters, there is no consistent pattern of activity across clusters or projects. This results from activity at cluster level being driven by a number of factors including the maturity of the cluster, whether or not a Cluster Manager has been in place for some time, the underlying nature of the cluster and the relationship between Cluster Opportunity Groups and project deliverers. However, at a broad level cluster activity can be characterised as projects relating to:

· core cluster development work,

· soft network development,

· trade body formation and support,

· business support,

· skills development,

· research and innovation,

· market development and access promotion,

· collective marketing, and

· infrastructure development.

Of these types of activity the majority are characteristic of clusters. However some, such as collective sector-based marketing, are more akin to traditional sector support whilst others, such as the provision of workspace, are more akin to traditional regeneration programmes. However many of these are in fact focused on the clusters’ specific objectives: e.g. the collective marketing to the wind turbine builders supports the creation of an environmental; technology sub-cluster, the marketing of the Furniture Forum was focussed around the products of collaboration between makers and free-lance designers, in line with building a cluster around embedding design as a key business driver; and the development of Food and Drink incubation facilities supports the cluster focus on new product development.

4.3.3 Cluster Performance

The broad objective of clusters is to increase competitiveness, productivity and employment by uplifting the rate of innovation, collaboration, market penetration and hence sales and profitability. However, measuring whether this has been achieved or not is difficult. In practice, the evidence base used to support the development of clustering does not provide a baseline for these and in any case achieving impact on some indicators of this type would not be viable for a period greater than that for which clusters have been operating. It would therefore be both difficult and in any case premature to attempt to assess the impact and outcomes achieved through clustering at this stage. There are two alternatives to this as a means of assessing clustering performance.

The first is to consider the intervention logic of clusters and projects and consider whether the objectives set are reasonable and are being achieved. At approval stage this is done by the COGs and by project sponsors at AWM. This would ordinarily then be done on an ongoing basis. However, the nature of project management and the metrics by which projects are measured means that this has not been done on either a cluster or individual project basis. This form of performance measurement is therefore not a practical option at this stage. However, going forward it would be beneficial for arrangements to be put in place for regular reviews of project performance against objectives (as opposed to outputs), as are already undertaken by some clusters, and for end of project evaluations to be undertaken.

The second is to consider what outputs are being achieved by clusters and projects and whether these outputs are likely to achieve objectives given the intervention logic. Outputs are measured on a project basis and summed to cluster and aggregate level. The measures used are a mixture of RDA Tasking Outputs, engagement with firms by clusters and, in the case of some but not all clusters, specific cluster performance measures.

These outputs are shown in the Tables
 below. These include DTI tasking outputs and an activity measure as a surrogate for outcomes, which is the number of businesses actively participating in clustering. The definition for this measure is tightly calibrated, including only those who are collaborating over an extended period on initiatives to address long-term market opportunities, and who are investing their own resources in this.

From these it is clear that, in overall terms, the output targets are being met and in some cases exceeded. However, the nature of the measures is clearly such that they neither measure cluster performance in ways meaningful to their interventions nor provide a basis for cross-cluster comparison of clustering type activity, with the exception of the measure of companies active in clustering. This is indicative of the high level of private sector engagement in clustering and is a useful and innovative common measure. However the rigour with which different COGs apply it varies; and further work is needed to make its value more robust.

At the end of March 2006, 3123 businesses were active in clustering.  More detail is given in Table 4.8.  Clusters measure the number of companies active in clustering as a key performance indicator.  Criteria are set to measure businesses really engaged in clustering, and not just networking.  They require that: businesses are addressing long-term market opportunities; that two or more companies are working together; that companies are committing their own resources (not just attending meetings); and that the initiative runs over a sustained period (minimum of 3 months, normally more).

Results are, however, not comparable between clusters, as some aim for a few companies clustering at a deep level; others aim for more companies clustering at a shallow level.  Some benefited from existing programmes running.

Table 4.2: Cluster Outputs: Businesses Assisted 2002/03 – 2008/09 

	
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	6
	6
	68
	76
	4
	4
	45
	63
	71
	71
	62
	0

	Rail
	0
	0
	0
	0
	0
	0
	2
	0
	18
	27
	0
	0

	Building Technologies
	0
	24
	98
	74
	70
	87
	35
	43
	68
	68
	72
	0

	Food and Drink
	5
	82
	10
	87
	100
	108
	102
	105
	128
	128
	143
	41

	Tourism and Leisure
	0
	0
	402
	402
	0
	0
	27
	27
	659
	659
	801
	0

	High Value Added Consumer Products
	0
	0
	5
	5
	25
	27
	30
	29
	150
	150
	100
	90

	Business And Professional Services
	0
	0
	0
	0
	21
	20
	136
	156
	214
	122
	66
	0

	ICT
	44
	44
	372
	372
	176
	176
	418
	422
	323
	323
	75
	75

	Environmental Technologies
	1
	0
	395
	371
	341
	331
	349
	274
	401
	501
	206
	7

	Screen Image and Sound
	0
	0
	77
	77
	36
	36
	88
	85
	129
	442
	84
	0

	Medical Technologies
	178
	178
	160
	160
	20
	57
	142
	137
	200
	200
	200
	0

	Manufacturing
	0
	0
	0
	0
	0
	0
	0
	0
	15
	15
	5
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	234
	334
	1587
	1624
	793
	846
	1374
	1341
	2376
	2706
	1814
	213


Table 4.3: Cluster Outputs: Businesses Created 2002/03 – 2008/09 
	
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1
	0

	Rail
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Building Technologies
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	2
	0

	Food and Drink
	0
	14
	10
	0
	0
	0
	0
	0
	0
	4
	0
	0

	Tourism and Leisure
	0
	0
	0
	0
	0
	0
	0
	0
	50
	50
	102
	3

	High Value Added Consumer Products
	0
	0
	0
	0
	0
	0
	0
	0
	1
	1
	10
	9

	Business And Professional Services
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	ICT
	0
	0
	3
	3
	4
	4
	16
	16
	4
	4
	20
	12

	Environmental Technologies
	0
	0
	2
	2
	3
	3
	18
	7
	1
	1
	2
	2

	Screen Image and Sound
	0
	0
	0
	0
	2
	2
	2
	2
	1
	2
	24
	0

	Medical Technologies
	1
	1
	2
	2
	0
	2
	0
	1
	4
	4
	1
	0

	Manufacturing
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	1
	15
	17
	7
	9
	11
	36
	26
	61
	66
	162
	26


Table 4.4: Cluster Outputs: Jobs Created 2002/03 – 2008/09 
	
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	0
	0
	42
	42
	0
	0
	44
	22
	16
	16
	26
	0

	Rail
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Building Technologies
	0
	0
	1
	1
	3
	3
	0
	0
	0
	0
	0
	0

	Food and Drink
	25
	38.5
	40
	70
	40
	17
	6
	9
	12
	22
	23
	31

	Tourism and Leisure
	0
	0
	3
	3
	5
	5
	1
	1
	93
	93
	119
	22

	High Value Added Consumer Products
	0
	0
	2
	2
	1
	2
	9
	9
	1
	1
	0
	19

	Business And Professional Services
	0
	0
	0
	0
	0
	0
	3
	3
	0
	0
	0
	0

	ICT
	5
	2
	33
	36
	45
	45
	29
	31
	39
	39
	23
	15

	Environmental Technologies
	0
	0
	71
	71
	71
	63
	48
	48
	34
	34
	44
	9

	Screen Image and Sound
	0
	0
	2.3
	2.3
	8.3
	8.3
	2
	2
	48
	223
	10
	0

	Medical Technologies
	12
	12
	6.5
	6.5
	4
	5
	1
	4
	10
	10
	10
	0

	Manufacturing
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	42
	53
	201
	234
	177
	148
	143
	129
	253
	438
	255
	96


Table 4.5: Cluster Outputs: Jobs Safeguarded 2002/03 – 2008/09 
	
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	0
	0
	305
	305
	99
	99
	44
	157
	16
	32
	32
	0

	Rail
	0
	0
	0
	0
	0
	0
	0
	0
	2
	2
	0
	0

	Building Technologies
	1
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	165

	Food and Drink
	200
	71
	125
	441
	250
	207
	37
	40
	21
	27
	50
	53

	Tourism and Leisure
	0
	0
	1
	1
	21
	21
	0
	2.5
	121.5
	122
	129
	43

	High Value Added Consumer Products
	0
	0
	0
	0
	0
	0
	0
	0
	3
	3
	8
	9

	Business And Professional Services
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	ICT
	0
	0
	12
	12
	23
	23
	4
	4
	64
	64
	22
	0

	Environmental Technologies
	0
	0
	69
	69
	220
	249
	38.5
	6
	195.5
	221
	35
	10

	Screen Image and Sound
	0
	0
	2
	2
	10
	10
	1
	1
	2
	122
	28
	0

	Medical Technologies
	1
	1
	6
	6
	6
	13
	13.5
	13.5
	20
	20
	20
	0

	Manufacturing
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	202
	73
	520
	836
	629
	622
	138
	224
	445
	613
	324
	280


Table 4.6: Cluster Outputs: Knowledge Base 2002/03 – 2008/09 
	
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	0
	0
	16
	16
	10
	20

	Rail
	0
	0
	5
	5
	20
	18

	Building Technologies
	0
	0
	0
	0
	0
	0

	Food and Drink
	8
	8
	12
	34
	22
	25

	Tourism and Leisure
	0
	0
	93
	93
	0
	0

	High Value Added Consumer Products
	0
	0
	1
	1
	0
	0

	Business And Professional Services
	3
	0
	0
	0
	3
	4

	ICT
	132
	136
	40
	40
	121
	0

	Environmental Technologies
	0
	0
	34
	34
	78
	78

	Screen Image and Sound
	4
	4
	48
	223
	72
	60

	Medical Technologies
	30
	46
	10
	10
	0
	0

	Manufacturing
	0
	0
	0
	0
	15
	5

	 
	 
	 
	 
	 
	 
	 

	TOTAL
	177
	194
	259
	455
	341
	210


Table 4.7: Cluster Outputs: Skills 2002/03 – 2008/09 
	
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09

	
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Actual
	Target
	Forecast
	Target
	Target

	Aerospace
	0
	0
	75
	78
	0
	0
	22
	47
	38
	38
	42
	0

	Rail
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Building Technologies
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	200
	0

	Food and Drink
	100
	79
	100
	0
	0
	0
	0
	0
	1
	1
	1
	0

	Tourism and Leisure
	0
	0
	53
	54
	40
	40
	500
	500
	450
	450
	200
	100

	High Value Added Consumer Products
	0
	0
	0
	0
	15
	15
	55
	55
	80
	80
	80
	0

	Business And Professional Services
	0
	0
	0
	0
	0
	0
	20
	0
	335
	335
	685
	0

	ICT
	38
	0
	80
	118
	386
	386
	369
	373
	288
	288
	80
	135

	Environmental Technologies
	0
	0
	34
	23
	40
	32
	26
	0
	121
	141
	51
	0

	Screen Image and Sound
	0
	0
	6
	6
	39
	39
	26
	26
	20
	20
	20
	0

	Medical Technologies
	3
	3
	24
	24
	0
	9
	20
	8
	0
	0
	0
	0

	Manufacturing
	0
	0
	0
	0
	0
	0
	0
	0
	15
	15
	5
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	141
	82
	372
	303
	520
	521
	1038
	1009
	1348
	1368
	1364
	235


Table 4.8 Cluster Outputs: Companies Active in Clustering 2005/06 

	
	Q1 Actual
	Q2 Actual
	Q3 Actual (Revised)2
	Q4 Actual
	Annual Target (set May 05)3

	Aerospace
	47
	32
	51
	73
	36

	Business and Professional Services
	153
	153
	169
	192
	142

	Building Technologies 
	138
	74
	140
	160
	58

	Environmental Technology 
	50
	83
	47
	296
	274

	Food and Drink 
	410
	561
	270
	302
	1201

	High Value Added Consumer Products
	45
	110
	80
	93
	80

	ICT 1
	58
	63
	111
	727
	158

	Screen Image and Sound 
	125
	20
	21
	30
	120

	Medical Technologies
	8
	24
	16
	35
	16

	Rail 
	6
	13
	18
	30
	 4

	Tourism and Leisure
	138
	213
	288
	378
	363

	Automotive 2
	 n/a
	 n/a
	796
	715
	 4

	Manufacturing
	177
	145
	127
	114
	4

	TOTAL
	1349
	1484
	2120
	3123
	2448


4.3.4 Strategic Added Value of Clusters

Whilst measuring the performance of clusters is indicative of their achievement of impact and outcome, it does not indicate whether the existence of clusters per se delivers additionality in respect of those impacts and outcomes. This, however, is critical if the value for money and leverage of the operating costs of clusters are to be assessed and their strategic value added measured. In theory this could be done quantitatively by econometric analysis of impact and outcome variables to show a ‘before’ and ‘after’ situation or to show a counterfactual. However, the data needed to conduct such an analysis is unavailable and, in respect of the counterfactual, is unlikely ever to be available. As a proxy, however, it might be appropriate to benchmark clustering participants against their wider sector via an annual survey to establish perceived outcome value-added.

Therefore we adopted a qualitative approach. This involved asking partners and key stakeholders to rate the strategic value added of clusters and undertaking a survey of firms involved in clustering.

Partners and Key Stakeholders

In relation to the positive aspects to date of the clusters, the partners and key stakeholders referred to the following:

· clearly articulate a purpose and direction,
· help identify longer-term development needs and priorities,
· identify areas where public action can be used to develop and access new market opportunities,
· develop appropriate interventions for addressing market failure,
· influence the priorities of partners,
· influence the spend and activities of partners,
· lever in additional investment, funding and resources,
· are recognised by partners as the main reference point in terms of  development,
· align existing strategies and promote consistency of approach,
· reduce duplication between partners in the design and delivery of interventions,
· promote good practice in scaling up successful approaches,
· create and support appropriate partnerships,
· promote sharing of intelligence, and
· inspire confidence in the prospects for growth.
Firms

The majority of firms interviewed had two main expectations from involvement in the various clusters and their initiatives. Firstly, the firms expected increasing networking opportunities from their involvement and, secondly, the firms expected access to increased levels of public funding. Firms generally were complimentary about networking across the board and had also gained access to some public funding mainly for marketing purposes (trade show attendance, Meet the Buyer events). Perhaps inevitably, many commented they would like access to more funding and that it should be quicker to access.

Actual benefits of involvement were an almost across the board level of increased confidence in the firms area of business due to the various clusters existence. There were several cases where firms had received a direct benefit to the bottom line as a result of involvement in an initiative. This included firms involved in the Accelerate Automotive cluster initiative, the Heart of England Fine Food initiative as part of the food and drink cluster, the Midlands Aerospace initiative, the Medilink medical cluster initiative and the icentrum initiative, part of the ICT cluster.

These benefits came from a number of sources: from increased marketing opportunities, inter-firm networking and from collaborative projects. However, the highest number of measurable bottom line benefits mentioned by interviewees came from access to public funding for marketing purposes, a more traditional business support initiative, rather than a cluster initiative (although as we have seen above, in many instances this is directly focused on cluster objectives). Networking was also mentioned frequently but as a less measurable bottom line benefit and it is unclear whether this could have already been achieved through a business sector approach rather than a cluster initiative. Although benefits of traditional cluster involvement like collaborative working for innovation and R&D were apparent in some clusters (Aerospace, ICT, Automotive) this was less apparent in most cluster firms surveyed. This seems partly, but not totally, due to some firms with a high technological component being more obviously a beneficiary of this form of cluster development, whereas the innovation in other clusters is derived from sources that may more easily be described as networking– e.g. the Intellectual Property Rights initiative, the focus on design as a core business driver, and the transfer of digital content between different creative media.

Satisfaction with cluster initiative involvement from interviewees can be roughly grouped into three;

· firms in the Aerospace, Business and Professional Services and Food and Drink Clusters were most satisfied with their involvement, reflected by a majority of respondents being happy with initiatives so far and being happy to recommend involvement to other firms,

· firms in the Automotive, Tourism and Leisure, ICT, Manufacturing, Medical, HVACP, Rail, Environmental and Screen, Image and Sound Clusters varied in their level of satisfaction. Roughly half of interviewees in these sectors were both satisfied with involvement and would recommend to others. However, within this mid-level of interviewee satisfaction it should be noted that some initiatives within clusters were highly rated. This included icentrum within the ICT cluster and Accelerate within the Automotive cluster, and

· firms in the Building Technologies Cluster had an overall level of dissatisfaction from interviewees, measured by a higher number of firms dissatisfied with involvement than satisfied. 

Similarly, firms’ commitment to the various cluster initiatives, expressed by willingness to pay for initiative services in the future, or continue paying where subscriptions were already charged can be grouped in a similar fashion to above. Firstly, firms in the Heart of England Fine Food Initiative and the various sub-regional Business cluster initiatives all already paid subscription charges and considered that the levels of subscription (approximately £100-500 dependent on firm size) were appropriate. The Midlands Aerospace Alliance (MAA) does not yet charge a subscription but interviewees considered that a charge of £500-1000 could be appropriate dependent on firm size.

In the second grouping of firms, several initiatives were identified as being particularly appropriate of their current subscription charges. This included the icentrum initiative in the ICT cluster and Medilink in the Medical cluster, both of whom charged a membership fee of around £200-400. While no subscription charge currently existed for the Environmental Technologies Cluster, most firms interviewed considered this could be appropriate in the future, but in the hundreds rather than thousands of pounds.

In summary, therefore:

· most firms had three main reasons for joining the various cluster initiatives; networking possibilities; developing the industry in the region more widely, and; access to public funding,

· firms in the Aerospace, Business and Professional Services and Food and Drink Clusters were most satisfied with their involvement in the cluster programmes while those involved in the Building Technology cluster were least satisfied,

· benefits gained from involvement were threefold; increased marketing opportunities; inter-firm networking, and finally, a small but measurable amount of collaborative working.

It seems possible, however, that some of these benefits (traditional sector-based marketing and networking) could have been delivered by more normal business sector support agencies, rather than specific cluster policies. The exceptions were the firms within parts of the Automotive, Aerospace and ICT cluster initiatives who seem to have a measurable amount of collaborative working being established in the clusters through initiatives like Accelerate, MAA and icentrum.

The strategic value added of clusters is therefore attested to by both key stakeholders and partners and by firms involved in clustering activity.

This has been born out by our research into clusters. The majority have exercised a leadership role, have started to influence the decision-making of partners and their funding streams and have secured new strands of co-operation. However, it is unclear as to whether they have increased confidence in the regional economy overall.

4.3.5 Potential for the Future

There is a general consensus at both national and regional levels that clusters have a significant role to play in delivering improved economic performance. However, in order to assess their potential and measure whether or not it is being achieved will require a step change in the way they are appraised and performance managed. In particular

· the frameworks within which clusters operate need strengthening and aligning more closely with the intervention logic of clustering to provide them with sharper focus and prevent mission creep into project areas which, though useful, are tangential to clustering,

· the number and scope of individual clusters should be reviewed to ensure that the scale of intervention is not diluted by it being given to broad a scope and so that individual clusters are able to focus on definable clusters and not simply potential clusters within a broader sector,

· managerial support to clusters should be strengthened so that an appropriate level is provided to underpin long-term delivery irrespective of short-term priorities and matched by partners where necessary,

· the operational metrics for clusters should be changed to provide for a much closer overview of and alignment between projects on an ongoing basis (such as that provided by the clustering KPI) to ensure that strategic added value is maintained and increased,

· the process metrics for clusters need foreshortening to ensure that momentum is not lost and the engagement of private sector partners maintained, and

· a level of visible continuity will be needed beyond 2007/08 to maintain the necessary level of trust with participating private sector businesses.

At a more detailed level, firms were also asked to comment on any particular changes they thought the cluster initiatives needed to implement to improve their effectiveness. These changes fell into the four main groupings, these being to:

· make initiative a one-stop public sector portal – Tourism and Leisure, Food and Drink, Aerospace, Rail, Environmental and HVACP clusters all commented on this,

· keep initiatives focused – ICT, Screen, Image and Sound, Tourism and Leisure, Rail and HVACP clusters all commented on this,

· deliver a faster funding approval process – Business and Professional Services, HVACP, Automotive and Manufacturing clusters all commented on this, and

· improve cluster communication – Building Technology, Screen, Image and Sound, Environmental, Rail, ICT and Manufacturing clusters all commented on this.

5 high technology corridors

5.1 Introduction

The Rover Task Force Report, published in June 2000, identified the promotion of three ‘high technology’ corridors as a way to diversify the region and make it less dependent on the automotive industry. The purpose of these corridors was to attract and develop high-tech, high value-added businesses into three parts of the region to take advantage of the presence of research institutions, universities and property opportunities, including incubator and ‘grow on’ space

Following extensive research these corridors were defined as:

· the A38 corridor from the centre of Birmingham, past Birmingham University and Longbridge out through Worcestershire to Malvern,

· the Coventry, Solihull and Warwickshire area, and

· the Telford / Wolverhampton corridor running along the M54 axis.

However, these definitions did not imply fixed boundaries to intervention, but were rather an indication of what should comprise the core of each spatial area of activity - the point being to discover and develop opportunity. Nor did they imply greenfield ribbon development along arterial roads, being based instead on brownfield land and existing designated development sites.

The Stage Two Report to the Rover Task Force, published in September 2001, set out in more detail what the corridor action plans ought to comprise. Monies were then allocated from RTF funds to resource these projects. To secure delivery, AWM established three partnerships, each supported by a dedicated secretariat. The latter were then responsible for developing and commissioning the relevant projects, subject to AWM project approval processes. These partnerships and secretariats were therefore delivery rather than strategy mechanisms in the first instance.

It had always been the case that the RTF funding was of limited duration and that therefore once the projects initially funded by it had been implemented there would be a need for a re-consideration of the need for and role of the corridors. This need was anticipated by AWM and the corridors, which from an early stage recognised the need to plan for sustainability and a more strategic role than that necessary simply to deliver a set of projects. Having taken the decision to maintain them as a delivery mechanism, AWM and the corridors worked together to produce successor three year medium term strategies and action plans. These covered 2005/08 and enabled their work to be carried forward with a three-year resource allocation of £57.5m. These action plans therefore represented for the first time the ‘strategic face’ of the HTCs and, building on the strategic intent adopted from an early stage, transformed them from being simply Delivery Mechanisms to strategic vehicles in their own right. Having approved these action plans AWM then charged the HTCs with delivering them and subsequently with rolling them forward into 2006/09. Simultaneously with these plans being developed the HTCs were required to re-balance their projected expenditure profiles from being a balance of capital and revenue to predominantly capital, thereby turning them into investment planning vehicles rather than service providers. Their underlying nature was therefore transformed, placing changed demands on their capabilities.

The HTCs have therefore been in existence for approaching four years, during which time they have acquired a track record of delivery and started to acquire a measure of strategic and investment planning capability. In considering their performance to date (and their future performance) we must therefore be mindful of this process of evolution and the changed role that has gone with it.

5.2 Individual Corridor Performance and Prospects

5.2.1 Central Technology Belt (CTB)

The vision for the A38 corridor was originally set out by the sub-regional partnership established at its inception. It was ‘to draw upon the outstanding knowledge base which is dispersed across several institutions within the area to nurture the development of knowledge-based industry clusters’ and that ‘although there will be variations in the way this affects different parts of the corridor all areas – and the people within them – should benefit over the medium to long term’. This was therefore a two-fold vision involving realising the area’s strength at the same time as contributing to regeneration and was supported by a strategy based on sustainable outcomes.

To realise this vision 11 projects were put forward in the first instance. These were:

· property development around Malvern,

· medium term site and infrastructure development,

· a ‘Science park’ in the north of the corridor,

· a mechanism for investment and development,

· an innovation support consultancy scheme,

· a technology clustering initiative,

· an innovation network,

· a research concept fund,

· a Director for the commercialisation of medical technologies,

· a Director for a Centre for Nanotechnology, and

· a programme for entrepreneurship.

The focus was therefore on medical technologies, nanotechnology and commercialisation.

During 2002/03 implementation of the agreed operating approach based on establishing a Company Limited by Guarantee was stalled due to state aid concerns but got underway in early 2003/04 and continued thereafter. In the interim, CTB partners took responsibility for implementing and delivering the initial projects. Key achievements have included:

· acquisition of sites at Pebble Mill, Bromsgrove and Longbridge,

· support to the Universities,

· provision of grants and advice to SMEs to support innovation,

· establishment of the ‘Technology Transfer Fund’,

· appointment to the two commercialisation focused Directorships,

· expansion of the Malvern Hills Science Park, and

· masterplanning for Malvern Science and Technology Park.

The above plus further delivery in 2005/06, ensured that the RTF projects were fully delivered, although in some instances behind schedule due to a variety of causes.

In late 2003 CTB structured its strategy within seven strategic themes, these being:

· the knowledge base,

· business development and technology transfer,

· people and skills,

· sites and infrastructure,

· funding, finance and operations,

· stewardship, and

· having a marketing and customer focus.

These themes were reflected in the initial three year plan and now drive the plans for the corridor, which provide for 17 continuation or new projects to the end of 2008/09 at a total cost in excess of £200m.

The Central Technology Belt has therefore delivered its original objectives, evolved and developed its strategic role and has ambitious delivery plans. Questions must remain, however, as to its ability to bring projects to fruition in a timely fashion, meet spending targets and secure the original vision given the shift in the balance of expenditure.

5.2.2 Coventry, Solihull, Warwickshire Triangle (CSW)

The vision of the Coventry, Solihull, Warwickshire Triangle as originally set out was to ‘develop a globally significant and self-sustaining cluster of knowledge based businesses. The cluster should embrace both inward investors and indigenous spin-outs. Its technological focus will be diverse but there will be particular specialisms across the areas of motorsport, transport engineering and design, ICT and biotechnology’. This was therefore a more focused vision than that for the Central Technology Belt, one that was geared solely towards the new.

To realise this vision ten projects were put forward in the first instance. These were:

· RITA Plus,

· an ICT Skills Task Force,

· an ICT Training Scheme

· Transport Design Cluster Management,

· support for design,

· access to pre-seed finance, mentoring and interim management,

· development of a high-tech sites portfolio,

· development of a property vehicle,

· the CSW Phenomenon, and

· the CSW Network.

During 2002/03 implementation commenced and continued thereafter. Key achievements included:

· the ICT Skills Taskforce,

· development of the pre-seed investment fund,

· delivery of the CSW Phenomenon marketing tool,

· development of the electronic CSW Network,

· delivery of the ICT training scheme,

· the extension of Warwick Science Park,

· support to ‘design4…advantage’,

· the development of a Serious Games Institute,

· provision of business incubation support at Warwick Science Park,
· provision of a Metrology Centre,

· project development for an Advanced Construction Technology centre (ACT-UK),

· development of a Niche Vehicle Technology Park, and

· development of the Design Hub project.

The above, plus further delivery in 2005/06, ensured that the RTF projects were fully delivered, although in some instances behind schedule, and that further projects were developed.

In transferring to its strategic role in 2004/05, the CSW Triangle eschewed strategic objectives in favour of rolling forward the RTF-funded projects in one form or another and focusing on its clustering role and responding to the needs of firms, in particular by:

· improving graduate recruitment from the two universities,

· opening up public sector procurement to SMEs,

· refining local NHS purchasing in medical technologies, and

· exploiting the expertise and capabilities of the universities.

It is these themes that drive the plans for the corridor, which provide for 11 new capital projects to the end of 2008/09.

The CSW Triangle (now re-named RITE) has therefore delivered its original objectives, has adopted a new role as a co-ordinated investment planner supporting clusters and has forward delivery plans. Questions must remain, however, as to its ability to bring projects to fruition in a timely fashion, meet spending targets and secure the original vision given the shift in the balance of expenditure.

5.2.3 Telford/Wolverhampton Corridor (WTTC)

The Telford/Wolverhampton Corridor lacked a starting vision similar in nature to those of the other two corridors; rather, it was based on a shared strategy aimed at:

· focusing on higher rather than high technology given the low starting point,

· linking existing knowledge assets in academia and business,

· providing focus for Wolverhampton Science Park,

· developing clusters in polymers, plastics and advanced engineering, and

· addressing the deficit of high quality property.

This was a focused strategy but one which set its sights significantly lower than those of the other two corridors.

To realise this strategy seven projects were put forward in the first instance. These were:

· an integrated innovation initiative – i3,

· development of the Delta Research Park,

· an advanced engineering project,

· development of a polymer cluster,

· expansion of Wolverhampton Science Park, an integrated engineering support service, and

· development of Wobaston Road.

Implementation on a limited scale commenced in 2002/03 and moved forward fully in 2003/04. Key achievements included:

· completion of Wolverhampton Science Park Phase 3,

· establishment of advanced engineering and polymer clusters,

· development of i54 at Wobaston Road, and

· development of the Telford E-innovation Centre.

In moving forward to its more strategic role WTTC adopted five thematic priorities. These are:

· to secure recognition of WTTC as a technology hub within the UK,

· to develop new businesses and attract inward investment,

· to develop WTTC as a centre for internationally renowned research activity and collaboration and knowledge transfer,

· to develop a large pool of skilled and entrepreneurial labour, and

· to ensure adequacy and sufficiency of sites and premises.

To meet the needs of these five priorities WTTC is in the process of developing 24 continuation or new schemes.

The WTTC has therefore delivered on most of its original objectives, has sought to continue its role as a capacity and capability development and investment vehicle and has forward delivery plans. Questions must remain, however, as to its ability to bring projects to fruition in a timely fashion, meet spending targets and secure its strategic priorities given the shift in the balance of expenditure.

5.3 Overall Corridor Performance and Prospects

5.3.1 Establishment of Corridors

Corridors were not envisaged in ‘Creating Advantage’. They arose out of the need to respond to rapid and damaging change within the economic base of the region and were established to serve this end. The three Corridors have been successfully established and proved adequate to their initial task of acting as delivery vehicles for projects identified by the Rover Task Force. In so doing there has been a clear acceptance of the dictum ‘form follows function’. Therefore although each has a Board and secretariat they have been allowed to differ in substance. Consequently the three corridors are different in nature as delivery vehicles. CSW is an integrated model, being part of CSWP and managed and delivered alongside the Regeneration Zone and a number of other sub-regional interventions. The Central Technology Belt is private sector led and consequently has strong links to the business community. Wolverhampton and Telford is HEI led and has strong links to the development of Wolverhampton University. Each model has proved competent and capable. However, whilst this was demonstrably the case for so long as they were delivering pre-assigned projects with clear resource streams this is now less certain. 

Effectively, if they are to continue to be fit for purpose they will need to effectively re-invent themselves. They have clearly done at least this at the strategic planning stage, through the production of self-generated three year business plans. However, for the long-term future, they should develop into investment planning vehicles, able to generate investment requirements and appraise them (ideally within the context of an over-supply of investment opportunities). This can be done within current structures.

5.3.2 Corridor Activity

Activity to date has centred on the twenty eight projects the corridors were originally tasked with delivering and, following the switch to a ‘strategy-on’ modus operandi, the successor projects developed by the individual corridors themselves. The expenditure required to achieve these is shown in the Table below. From this it is clear that (with a limited degree of lagging) initial expenditure plans were realised. However, there have been doubts expressed about the sustainability of this with respect to successor expenditure plans.

Table 5.1: Corridor Expenditure (£000’s) 2002/03-2005/06 
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Allocation 8,161       1,567       8,550       558          10,000     215         

Actual / Forecast 41            829          566          1,275       2,786       2,409      

variance

566          1,275       (5,375)      842         

Allocation 2,125       2,235       2,000       309          5,000       212         

Actual / Forecast 138          1,951       994          1,652       1,902       1,999       2,371      

variance

1,652       1,902       (126)         136         

Allocation 9,897       933          8,000       242          10,000     144         

Actual / Forecast 93            292          92            974          1,546       1,638       918         

variance

1,546       (8,259)      (15)          

Allocation 20,183     4,735       18,550     1,109       25,000     571         

Actual / Forecast 93            471          2,043       2,797       2,218       4,722       6,423       5,698      

variance

(13,760)    963         

2006/07 2007/08 2002/03 2003/04 2004/05 2005/06

Central Technology Belt

Wolverhampton Telford 

Corridor

Coventry Solihull & 

Warwickshire

All Corridors


5.3.3 Corridor Performance

The performance of the Corridors can be measured in three ways. These are the extent to which:

· Corridors were able to fulfil their plans,

· delivery of those plans delivered outputs against projects, and the extent to which

· those outputs succeeded in meeting the objectives of the Corridors.

Evidence suggests that on the first measure the Corridors have succeeded; performance in respect of the second measure - delivery of outputs - is shown in the Table below. Outputs are clearly being secured, but their meaningfulness as performance measures in respect of capital projects (which enable, but do not deliver, economic growth) should be considered extremely tenuous.

Table 5.2: Corridor Outputs (2004-2006).

	
	
	Jobs Created
	Jobs Safeguarded
	New Businesses at 12 Months
	Business Assists
	Private Leverage £'000
	Public Leverage £'000
	Brownfield Land Remediated
	Skills Assists
	Graduates into Employment
	Knowledge Base

	CTB
	2004
	30
	102
	- 
	36
	-
	-
	-
	-
	-
	-

	
	2005
	85
	131
	-
	75
	-
	-
	-
	-
	-
	- 

	
	2006
	37
	117
	9
	247
	- 
	-
	-
	-
	5
	50

	
	Total
	152
	350
	9
	358
	-
	-
	-
	-
	5
	50

	CSW
	2004
	10
	122
	8
	87
	-
	-
	-
	109
	-
	 -

	
	2005
	75
	117
	40
	146
	-
	-
	-
	51
	-
	- 

	
	2006
	82
	241
	-18
	124
	-
	-
	-
	218
	-
	- 

	
	Total
	167
	480
	30
	357
	-
	-
	-
	378
	-
	-

	WTTC
	2004
	9
	155
	2
	31
	-
	-
	-
	-
	-
	- 

	
	2005
	149
	547
	32
	77
	-
	-
	2
	-
	-
	- 

	
	2006
	309
	1568
	40
	150
	263
	55
	- 
	311
	4
	-

	
	Total
	467
	2270
	74
	258
	263
	55
	2
	311
	4
	-

	Total - all years
	786
	3100
	113
	973
	263
	55
	2
	689
	9
	50


Evidence as to achievement in respect of the third is not really available. This is a matter that should be addressed.

5.3.4 Strategic Value Added of Corridors

The strategic added value of the Corridors as originally envisaged was minimal – they were set up to deliver plans devised by others. This they have done and in a technocratic sense have therefore delivered the strategic added value that was required of them. However, the structures established adopted a strategic role from an early stage, essentially taking on board the need to secure sustainability and provide for future development. This changed the nature of the corridors. They became strategic as well as delivery bodies. The potential for strategic added value therefore increased considerably. There are indications that this potential is being realised. However, the operational rather than planning phase of this transformed role is still in its early stages. A full assessment of whether this potential has been realised must therefore be a matter for the future.

5.3.5 Potential for the Future

Going forward, there is significant potential for Corridors to deliver strategic added value if they are able to continue to adjust to their new role. However, this will require a clear focus on strategy (already largely achieved), a more methodical and consistent approach to investment planning and appraisal and a more strategic approach to the underlying investment framework than was provided for in their original configuration. There will therefore need to be a significant increase in the level of co-ordination with clusters and other Delivery Mechanisms.

6 conclusions

6.1 Introduction

The purposes of this evaluation were to consider:

· what has been done to establish key Delivery Mechanisms to meet the objectives of the Regional Economic Strategy,

· what has been done by those key Delivery Mechanisms,

· what have been the results of those actions,

· what has been the strategic added value of the key Delivery Mechanisms in achieving those results, and

· how this strategic added value might be increased in the future.

To meet these the evaluation set out to answer five questions. These were:

· was there (and is there) an identified economic need for the delivery mechanism?

· has it designed a robust and appropriate strategy to meet that need?

· has that strategy been implemented?

· what have been the results of that implementation? and

· what has been the leadership role of the delivery mechanism in achieving those results?

To answer these questions we undertook:

· examination of documentary evidence in the form of AWM corporate strategies, business plans and reports,

· examination of documentary evidence in the form of delivery mechanism strategies and business plans,

· interrogation of AWM management, financial and performance records,

· in-depth interviews with AWM staff, delivery mechanism managers and key players,

· telephone interviews with a range of stakeholders,

· a business survey, and

· a self-assessment of strategic added value undertaken by delivery mechanism managers and key players.

These have enabled us to reach answers to these questions which we set out below in the form of conclusions in respect of each class of delivery mechanism.

6.2 Regeneration Zones

In the case of the Regeneration Zones our conclusions are that:

· When Zones were established, they all identified economic needs and opportunities in their areas, linked to the framework established by the Regional Economic Strategy although the depth and comprehensiveness of this identification was related to the recent history of regeneration activity in their respective areas.  In addition, the extent to which barriers and drivers were identified and a clear strategic framework provided (as opposed to a series of themes on which to hang project ideas) varied.  This was linked with a variable understanding and ownership of purpose and priorities amongst the different partners.  However, the qualitative evidence suggests that the evidence base, the strategic analysis and clarity, the prioritisation that flows from this and the sharing and ownership by the partners has improved a great deal through the life of the Zones.  This analysis and prioritisation has been reviewed through the production of ZIPs and sometimes in relation to external “shocks” rather than internal review procedures.  Nevertheless, the extent of transformational vision does vary across the Zones, linked to the economic cohesiveness of the geographical unit they cover.  In addition, there are gains to be had in deepening the analysis and operational plans of Zones in relation to racial/ethnic dimensions of need and opportunity.

· Two related major shifts took place during the life of the Zones to date.  These were a reduction in the availability of revenue funds and a radical shift in the ratio of capital to revenue funding, and an increased emphasis on transformational change and transformational projects which were related to the major barriers and drivers in each Zone.  In responding to these shifts, the role of the Zones did become clearer and the sense and ownership of strategic direction improved.  In some cases, understanding of the different roles of the different partners improved – for example of the need for partners to provide complementary revenue funding – but in other cases there is still a sense of frustration.  Tackling this issue will, in our view, be critical if the Zones are to realise their potential of investment planning vehicles and if future initiatives and expenditure are to have the intended impact. 

· Related to these shifts is the relative disengagement, particularly at an operational level, of the voluntary and community sector from Zones in recent years.  Further consideration should be given of the impact this has on the ability to create “bridges to success”, particularly for excluded groups, and of the capacity building needs of the sector in relation to capital projects and ability to deliver “bridges to success” services.  

· Some progress has been made against stated objectives but in general, the long term nature of most of the objectives means that it is too early to say whether objectives have been successfully met.  Many of the initiatives supported through the Zones are at early stages of land assembly, land remediation or construction/refurbishment work.  Attracting businesses and employment will follow on over the next three to five years if these initiatives are successful.  Many have even longer time horizons.  Those with shorter time horizons, such as the improvements to the training infrastructure in many Zones, are beginning to yield results but further impact analysis is needed on whether training and access to jobs initiatives are reaching target groups within the Zone area or whether these opportunities continue to be missed. This is related to the issues raised concerning engagement of the voluntary and community sector. 

· The quality of the available data is insufficient to draw firm conclusions relating outputs to the resources spent or on value for money.  However, many of the output measures relate to revenue spend rather than capital spend (or where related to capital spend, there is a time lag beyond the period of this evaluation).  As a result, while there have been significant outputs, these do look relatively low compared with expenditure.  On the other hand, most of the Regeneration Zones can point to important successes that have unlocked regeneration projects that have been blocked for some time and/or have improved confidence in the potential for economic growth in the Zone.  In some cases, these results can be observed from early in the life of the Zone as a result of work undertaken prior to the Zones being established - for example, the work of Eastside.  In other cases, once the initial teething problems of the Zones had been overcome, momentum on new ideas was established – for example the URC in Walsall and Pride in Camp Hill in Coventry and Nuneaton.

· Across the Zones, there is a perception amongst partners that there is greater clarity, and as a result, a greater sense of leadership by the Zones, on what the Zones will be delivering and why.  This has tended to draw in funding and support from other partners for the Zone supported initiatives (although this is based on subjective judgements as objective leverage data is not available), but not necessarily influence over all the regeneration activity within a Zone’s boundaries.  Furthermore, in many areas, there are gaps in the complementary support and coordination required from other partners, particularly around revenue funding.  All think that the availability of more revenue funding through AWM would improve strategic added value. Nevertheless, the delivery of some key projects has, in the views of partners we interviewed, improved confidence in regional economic prospects.  Without Zones, or mechanisms with a similar partnership and spatial focus, many of these initiatives would still be on the starting block.  More importantly, without the Zones or similar arrangements, the likelihood of many of the planned initiatives taking off would be lessened. 

· Nevertheless, there are a number of issues to be considered and possible changes in strategic focus, form and function of the Zones which could increase the strategic value they add. In addition to those referred to above, these include:

· consideration of geographical boundaries that reflect economic and political geography and therefore allow greater transformational vision, strategy and delivery;

· the appropriate make-up of the Zone partnerships, in particular the need for continuing and widening private sector involvement;

· the potential for more AWM strategic co-ordination and facilitation of appropriate collaboration and communication between Zones and with other DMs;

· more work analysing the impact of initiatives on linking the most excluded to opportunities; and,

· changes in project development, appraisal, approval and delivery processes to improve strategic value added;

· An urgent need to improve project design, management and delivery skills amongst staff of AWM, Zone secretariat and Zone project deliverers.

6.3 Clusters

In the case of the clusters our conclusions are that:

· the economic need for clusters as Delivery Mechanisms was well established in the majority of cases. In relation to some clusters (transport technologies) there may initially have been too few whilst others (manufacturing, tourism and leisure) were largely simply a continuation to one degree or another of pre-existing arrangements. In only a few cases (rail, HVACP) was there any artificiality to the cluster. However, that has not automatically fed through into poor performance. In almost all cases this need has been defined and prioritised and those shared with partners (who have by and large been their drivers in any case). In the majority of cases, though, these priorities have not been reviewed. This is understandable given the recentness of their having been arrived at and is now being addressed. Nevertheless there might be merit in adopting the practice of the ICT cluster of having a formalised annual review process.

· the role of the cluster mechanisms is well defined and most appear to be operating well in terms of their understanding that role. They have translated needs and opportunities into strategies and have elicited projects as a means of delivering these. However, this has not always been an easy role to take on. Their role is essentially strategic (they are mechanisms, not vehicles) and is circumscribed by the commissioning requirements of AWM. Additionally, there may have been instances where conflicts of interest could have been perceived. These factors may have distorted the translation of strategy into programmes and projects. As learning organisations this is not to be regarded with surprise or disquiet. However, there may be merit in reviewing the operational metrics of the clusters as Delivery Mechanisms to support them in their necessary task of self-challenge and self-evaluation.

· it is too early to determine whether the clusters have been successful in delivering their stated objectives. At one level these are strategic and long range, as should be the case, and it will be a number of years before they could be achieved in any meaningful way. At another level they are intervention related and, although they can be measured in terms of quantitative outputs, it is still too early to determine whether they have achieved impact of secured outcomes. However, in almost all cases we found no clear metric for measuring either strategic or intervention success when the time becomes appropriate to do so. There may therefore be merit in their considering collectively how this might be done to ensure that appropriate metrics are able to be supported by appropriate data in due course.

· outputs have largely been achieved in full by the funded projects and they offer value for money within the terms of the appraisal mechanism. However, although this meets DTI requirements there is a significant degree to which these are irrelevant to the intervention logic and, because they are applied in each case, their use may prevent a mature approach to risk averaging rather than risk minimising. This may be to the long term detriment of the success of the clusters. Although this can be mitigated through the appraisal process, to significantly change this situation would require action on the part of the DTI, and

· in aggregate the clusters have contributed to the leadership capacity and capability necessary for economic development. This is a matter of considerable credit to the private sector players who, for the most part, drive the clusters. They are influencing decision-making and bringing a greater degree of co-ordination than was previously the case. However, some clusters still adopt a somewhat sub-strategic approach which needs addressing and others have an only limited extent to their influence. In particular, the skills agenda is not being addressed in many instances, implying that not all partners are appropriately susceptible to influence. There may be merit in considering this at regional level to ensure that practice on the ground measures up to commitment given at regional level.

6.4 High Technology Corridors

In the case of the High Technology Corridors our conclusions are that:

· the economic need and opportunity for the corridors mechanisms was well established in the first instance by the Rover Task Force and supported by a clear evidence base. They were set a clear range of projects to deliver, implying prioritisation, and these were signed up to by the three partnerships. However, the expiry of that original set of tasks raises the question of the continuing economic need and opportunity underlying the corridors, the evidence base for which should also drive their strategies and delivery plans. There is a strong consensus that there is such continuing need and opportunity. However, whilst this may be true at a level of generality, there may be a case for considering what specifically these are in the light of the original tasks having been delivered. To a degree this will have been done anyway in the course of preparation of the ongoing business plans. However, to do so more explicitly might serve to strengthen those plans going forward.

· the role of the corridor structures was well defined and well understood. They were there to deliver a set of programmes and projects. This has now been done and it may therefore be appropriate to re-consider the corridor structures, even if only to confirm that they are still fully appropriate. This is important in the light of the need for the balance of corridor projects to change in view of the emphasis on capital projects and the need to change the nature of underlying partnerships to secure complementary revenue funding. This will require new partner inputs and new skill-sets to take the corridors forward. Whilst there is no reason to suppose that these are not readily available as a matter of good practice the corridors should self-evaluate to assure themselves that this is the case.

· it is too early to determine whether the corridors have been successful in delivering their stated objectives. At one level these are strategic and long range, as should be the case, and it will be a number of years before they could be achieved in any meaningful way. At another level they are intervention related and, although they can be measured in terms of quantitative outputs, it is still too early to determine whether they have achieved impact of secured outcomes. However, in almost all cases we found no clear metric for measuring either strategic or intervention success when the time becomes appropriate to do so. There may therefore be merit in their considering collectively how this might be done to ensure that appropriate metrics are able to be supported by appropriate data in due course.

· despite initially slow starts the original tranches of projects have been delivered, largely with the level of outputs required. However, although this meets DTI requirements there is a significant degree to which these are irrelevant to the intervention logic and, because they are applied in each case, their use prevents a mature approach to risk averaging rather than risk minimising. This may be to the long term detriment of the success of the corridors. However, to significantly change this situation would require action on the part of the DTI, and

· in aggregate the corridors have contributed to the leadership capacity and capability necessary for economic development. This is a matter of considerable credit to those involved in establishing such innovative Delivery Mechanisms. They are influencing decision-making and bringing a greater degree of co-ordination than was previously the case. However, going forward they will need to raise their game both to become self-sustaining and to enable them to adjust to new circumstances. In particular, partners will need to sign up to the complementary programmes necessary to justify the renewed phase of capital investments. There may be merit in considering this at regional level to ensure that practice on the ground measures up to commitment given at regional level.

6.5 Cross-Cutting Conclusions

There are significant differences between the classes of delivery mechanism. Drawing conclusions across them is therefore difficult. They share a common goal – that of improving the economic performance of the region – but have different ways of achieving this in different contexts. They therefore have different objectives, strategies and modes of intervention. Their performance in achieving these objectives, about which we have reached the conclusions set out above, is very much a matter for themselves in that they create their own success. However, during the course of our evaluation a number of issues emerged that have commonality across the classes of delivery mechanism and which might therefore more appropriately be considered corporately. These were that:

· determining the strategic added value of organisations and strategies is always difficult. Doing so in respect of individual components of the delivery of those strategies is harder still. In theory, it can be done by complex econometric analysis of a range of relevant variables, taking a baseline and measuring performance against a counterfactual. In the real world, however, the number of variables and their inter-dependence renders this an almost impossible and largely meaningless task, one which involves disproportionate cost and frequently produces greater residuals than explanations. Nevertheless, the principle of measuring strategic added value remains and must be tackled. The latest practice for the partnership-type organisations dealing with economic development which the Delivery Mechanisms are is to be found in the metrics for Local Area Agreements. These set outcome objectives, measures and targets. As a matter of methodological good practice and in the interests of consistency of approach among partners there may be merit in adopting an analogous performance metric for the Delivery Mechanisms.

· irrespective of their level of performance, organisations, including Delivery Mechanisms, change over time. This results from changing circumstances and contexts and the development of new forms of intervention. It often occurs only gradually and incrementally and therefore is only recognised after a period of time. This would appear to have been the case with the Delivery Mechanisms. The clusters have developed a focus on specific technologies, sub-clusters and transformational options, requiring a different set of activities and interventions than might be suggested by conventional cluster theory. The zones and corridors have become more focussed on investment planning as the upward trajectory of RDA expenditure and the changed treatment of capital receipts required by the National Audit Office have eased the pressure on meeting expenditure targets and replaced it with a need to focus on quality. These changes have placed new capacity and competency requirements on the Delivery Mechanisms which as a matter of good corporate practice need to be periodically considered, as they are for RDAs themselves through the Interim Performance Assessment process. There is currently no built-in mechanism for this being done either collectively or, for the most part, at the level of individual Delivery Mechanisms. There may therefore be merit in putting in place such arrangements as a counterpart to an enhanced performance metric.

· although, as stated above, the performance of the Delivery Mechanisms is very much a matter for themselves they nevertheless form a coherent whole as a set of interventions. To maximise their impact they therefore need careful co-ordination, at least at a strategic level. Although we found many examples of cross-working between Delivery Mechanisms and classes of delivery mechanism these occurred largely by chance and were opportunistic. Where the level of cross-working is high a sufficient degree of maximisation may be achieved, but this too will be largely serendipitous. It may equally well not occur and a lesser degree of maximisation achieved. Cross-working should therefore be more built-in and its logic more fully considered. There may therefore be merit in considering enhancements to arrangements for a strategic overview of Delivery Mechanisms at a collective level.

· that co-ordination is also important between individual projects and activities at individual delivery mechanism level. Current arrangements provide for that at strategic planning, programme specification and project appraisal stages. However, once deliverables are commissioned the management metrics for delivery are such that that co-ordination cannot be achieved on an ongoing basis. This risks inflexibility at the level of deliverables that may impact on strategic added value at delivery mechanism level as particular Delivery Mechanisms respond to changing circumstances, needs and opportunities. There may therefore be merit in revisiting these management metrics to ensure that they are consistent with the needs for cross-deliverable co-ordination and flexibility at delivery mechanism level.

Annex A: Consultees

At the beginning of this study, AWM provided GHK with a list of 15 internal stakeholders and five external stakeholders to begin the fieldwork process.  GHK therefore employed a snowballing sampling method, where initial stakeholders were used to identify additional stakeholders.  

Those consulted are shown in the table below.

	Consultees
	Organisation

	Aktar Choudhury
	North Staffs RZ

	Alan Folwell
	Central Technology Belt

	Alan J Collins
	University of Wolverhampton

	Anne Tunnicliffe
	Voluntary Sector Board Member, North Staffs RZ

	Ben Reid
	West Midlands Cooperative Society, Future Foundations

	Bill Fryer
	Future Foundations Regeneration Zone and Acting CE for  Arc of Opportunity RZ

	Brian Woods-Scawen
	CSW Partnership Ltd

	Chris Lilly
	Advantage West Midlands 

	Christina Keey-Andersen
	Advantage West Midlands 

	Christine Jones
	Business Link, West Mercia Rural RZ

	Claire Holden
	Advantage West Midlands 

	Colin Ball
	Pride in Camp Hill, Coventry and Nuneaton RZ

	Dave Arrowsmith
	Coventry City Council, Coventry and Nuneaton RZ

	David Draycott
	Birmingham and Solihull Business Link

	Frank Reeves
	Race Equality West Midlands 

	Ged Leahy
	Rolls Royce Plc

	Gill Cooper
	Voluntary Sector Rep, Arc of Opportunity RZ

	Graham Edwards
	East Birmingham and North Solihull Regeneration Zone

	Ian Dudson
	The Dudson Group

	Ian Edwards
	Rural RZ

	Ivan Buckley
	Advantage West Midlands

	Janet Fortune
	Warwickshire County Council

	Jim Coyle
	Advantage West Midlands

	John Bailey
	Aston University, Future Foundations

	John Reader
	Black Country Chamber and Business Link

	John Taylor
	East Birmingham and North Solihull RZ Chair

	John Woodall
	Dudley MBC

	Julia Herdman
	East Birmingham and North Solihull Regeneration Zone

	Julian Wain
	Solihull Metropolitan Borough Council

	June Tandy
	Warwickshire County Council

	Karen Wright
	Advantage West Midlands

	Linda Round
	South Staffordshire Regeneration Zone

	Liz Stuart
	Nuneaton and Bedworth Voluntary Service Council

	Mark Day
	Eaton Aerospace

	Mary Matthews
	Advantage West Midlands

	Michael Ciotkowski
	Advantage West Midlands

	Mike Andreae
	HS Marston

	Mike Barton
	Advantage West Midlands

	Mike Clarke
	Advantage West Midlands

	Mike Goodall
	Advantage West Midlands

	Mike Norris
	Wolverhampton Telford Technology Corridor

	Neale Clifton
	Newcastle-under-Lyme Borough Council

	Nicola Bargery
	Wolverhampton City Council

	Paula Deas
	Coventry City Council

	Peter Cromer    
	Walsall Regeneration Company

	Peter Pawsey
	Executive Chair Rural Regeneration Zone

	Phil Coyne
	Birmingham City Council

	Raj Ojelay
	Bilston Engineering, Future Foundations RZ

	Ralph Hepworth
	Advantage West Midlands

	Ray Walker
	Birmingham and Solihull Learning and Skills Council

	Richard Barnes
	Burton Foods

	Richard Quallington
	Chief Executive, Community First

	Rob Hetherington
	Advantage West Midlands

	Roger Dowthwaite
	Coventry RZ

	Ros Gallagher
	Keele University

	Sharon Gray
	Director, Herefordshire & Worcestershire LSC

	Stephen Banbury
	Coventry Voluntary Service Council

	Stephen Gray
	Advantage West Midlands

	Steve Burrows
	Staffordshire County Council

	Steve Smith
	Stoke-on-Trent City Council

	Stewart Towe
	Hadley Industries Plc, Chair, Arc of Opportunity RZ

	Stuart Webb
	Advantage West Midlands

	Thurrayya Cahill 
	Embrace West Midlands, North Staffs RZ

	Viv Stevens
	Advantage West Midlands

	Walter Delin
	Wyre Forest District Council 


Additionally, a number of staff from the study team attended various fora that GHK were invited to throughout the consultation period.  These included:

· Regeneration Zone Directors Meeting

· Cluster Chair Meeting

Attendees are shown below:

Cluster Chair Meeting

· Brian Summers - Cluster Chair

· Carol Caveney - AWM
· Chris Monk – Cluster Chair

· George Marsh - Cluster Chair

· Graham Simpson - Cluster Chair

· Janet Bailey - Cluster Chair

· Judith Mackay - Cluster Chair

· Lori Tott – AWM

· Mark Day - Cluster Chair

· Nick Paul – AWM

· Paul Hebblethwaite - Cluster Chair

· Richard Hutchins – AWM

· Rosie Paskins – AWM

· Stephen Gray – AWM

· Vishal Nayar - Cluster Chair

Regeneration Zone Directors Meeting

· Graham Edwards

· Julia Herdman

· Ray Flynn

· Linda Round

· Stephen Beck

· Aktar Choudhury
Annex B: Output Definitions

	Activity
	Output
	Measure

	Job Creation
	Number of jobs created or safeguarded 
	Job Created.

Job safeguarded.

	Employment Support
	Number of people assisted to get a job
	People assisted.

	Business Creation
	Number of new businesses created and demonstrating growth after 12 months and businesses attracted to the region
	Business created at 12 months.

Business created demonstrating growth at 24 months.

Businesses attracted.

	Business Support
	Number of businesses assisted to improve their performance
	Businesses assisted.

	
	Number of businesses within the region engaged in new collaborations with the UK knowledge base (knowledge base/business collaboration)
	Businesses undertaking new collaborations as a result of assistance 

	Regeneration
	Public and private regeneration infrastructure investment levered
	Other public funding [£]

Private sector leverage [£]

	
	Brownfield land reclaimed and/or redeveloped
	Hectares reclaimed/redeveloped 

	Skills Development
	Number of people assisted in their skills development as a result of RDA programmes
	Count: People completing training of at least 6 hours

	
	Number of adults gaining basic skills as part of the Skills for Life Strategy that count towards the Skills PSA Target
	Count: People attaining relevant qualification.  

	
	Number of adults in the workforce who lack a full Level 2 or equivalent qualification who are supported  in achieving at least a full Level 2 qualification or equivalent
	People gaining relevant qualification.  

	
	Number of graduates gaining employment in the private sector as a result of the Agency’s intervention
	New graduates employed.

	
	Number of people in the workforce who increase their management and leadership skills
	People demonstrating a significant improvement in the relevant skills.  








� PA Consulting, SQW Ltd, (February 2006), “DTI Occasional Paper No. 2, Evaluating the Impact of England’s Regional Development Agencies: Developing a Methodology and Evaluation Framework”


� Note that definitions for all reported outputs are given at Annex B.


� Please note that outputs for the ‘Automotive’ cluster could not be completed in time for inclusion in this report. 


� Note that all the tables below under record outputs due to the exclusion of: a) Outputs attributed to ERDF funding b) projects not yet approved.  Also that Automotive outputs 2003-06 generated by projects outside the Cluster Programme.


� Notes to Table 4.8: 1ICT – Q4 includes the active businesses in several collaborative projects.  2 Automotive – significant number from legacy projects.  3Targets were tentative - set as COGs were beginning to understand how their programmes would develop.  4Targets not set at beginning of year.


� For the period 2003-05, the corridor funding came solely from Rover Task Force.  This funding, although originally based on specific projects within the SQW report, was not formally "allocated" on an annual basis by corridor, instead projects linked to the corridor report (SQW) were bought forward by each corridor in order to access the RTF money.  For 2005-06 the allocation was made up partly of the final year of RTF and the single pot corridor allocation.  For 2006-07 and 2007-08 the allocations are wholly single pot. The corridors may wish to bring forward further capital projects which the Agency may fund if funds are available.





1[image: image4.jpg]6 |Hx|




PAGE  
J2915

