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REPORT TO CABINET



 

11 December 2007

TITLE OF REPORT:
Gateshead and Newcastle Partnership and the City Development Company for NewcastleGateshead

REPORT OF:

Roger Kelly, Chief Executive 


Purpose of the Report

1. In July 2007, Cabinet agreed to strengthening the Partnership between Gateshead and Newcastle, the Partnership responsible for agreeing the Economic Masterplan for Gateshead and Newcastle and joint activities between Gateshead and Newcastle.   Cabinet also agreed to establishing an operationally independent City Development Company (CDC) in partnership with Newcastle City Council and One North East to achieve accelerated economic growth.   Cabinet agreed to receive a further report in December outlining the CDC business case.  This report outlines progress to date and asks Cabinet to agree the core elements of the Start up and Transition Phase Business Plan for the NewcastleGateshead City Development Company. 

Background

2. NewcastleGateshead Partnership was formed in 1998, when both Councils were at a point of significant achievements in regeneration and looking ahead to the next stage of progress.  Areas for collaboration were identified.  These were transport and access, culture-led regeneration and tourism.

3. Substantial progress has been made since then.  The joint European Capital of Culture 2008 bid and the ensuing Culture10 programme have underpinned a growing reputation for cultural excellence.  The NewcastleGateshead Initiative (NGI) has catalysed growth in the tourism industry estimated at around 5 per cent a year in the last two years.  Bridging NewcastleGateshead (BNG) is helping to improve housing markets.  

4. However, big challenges remain locally, particularly in relation to the comparable economic performance of Gateshead and Newcastle and the Region, compared to the rest of the UK.  


Proposal

5. Both Gateshead and Newcastle Councils have agreed to a strengthened Partnership of councillors from Gateshead and Newcastle Councils.   The Councils have also agreed, with ONE North East, to establish a City Development Company to drive forward economic development and improvement in NewcastleGateshead.

6. The Partnership, Gateshead and Newcastle Partnership, met in November 2007 and considered its terms of reference.   The terms of reference are outlined in Appendix 2 and include:

· Provide strategic direction and shape the economic performance of NewcastleGateshead (the geographic areas covered by the two local authorities of Gateshead Council and Newcastle City Council);

· Provide a high-level shared overview of the activities of joint initiatives between the two Councils in the sphere of economic prosperity and growth, including

· Bridging NewcastleGateshead 

· the NewcastleGateshead Initiative

· the City Development Company. 

· The Partnership will meet every 6 weeks.

City Development Company – an independent delivery vehicle

7. The Local Government White Paper set out proposals for the establishment of independent delivery vehicles, City Development Companies (CDCs), on a voluntary basis in English cities and city-regions.  

8. This independent delivery vehicle would aim to bring together market intelligence, economic strategy and delivery and boost business confidence in a shared, strategic approach across the area.  They are based on the need to engage the private sector and develop strong public sector co-ordination to deliver transformational economic change.  Their structure and activities will depend on the issues faced by individual places and the priorities of partner organisations.

9. CDC’s are not a detailed “model” but an evolution of the old Urban Regeneration Company concept.  Instead of focusing on physical regeneration, they should focus on delivering linked aspects of economic development, including – if appropriate to the area – some of the physical development to underpin economic growth over a 10-15 year timescale.  

10. It would combine day-to-day operational independence with strong political accountability through a Board including Elected Members and would be accountable to the broader Partnership between Gateshead and Newcastle.  The scope and remit of the vehicle would be a matter for agreement between (principally) local authorities and the Regional Development Agency in each area.

11. In March 2007, Gateshead Council’s Cabinet and Newcastle City Council’s Executive agreed to strengthening the NewcastleGateshead Partnership and in principle, establish an independent delivery vehicle (for Gateshead and Newcastle), subject to further risk analysis and the development of a delivery plan.  Further work was undertaken and in July Cabinet agreed to establishing an operationally independent Gateshead and Newcastle City Development Company (CDC) partnership with Newcastle City Council and One North East to achieve accelerated economic growth.   Cabinet agreed to receive a further report in December on the CDC business case.  
12. Further work has now been undertaken by the CDC team, specifically a Start Up and Transition Phase Business Plan covering the period October 2007 – April 2009.  This is attached at Appendix 3.  
13. The report outlines the stages towards establishing the CDC, which will be managed through four phases:

· Phase 1 Concept development: including, engaging and consulting the three funding partners, developing an interim business plan and establishing core funding (now complete).

· Phase 2 Incubating and developing ideas: including, formalising Gateshead Council as the accountable body during the transition phase, advertising and appointing the Chair, Chief Executive and Board; appointing specialised support for legal, financial and other services; establishing the detailed form of operation of the company and establishing it, setting interim budgets, performance and risk register milestones; commence preparatory work for economic master plan, begin advanced development work for the project portfolio.

· Phase 3 Pre Implementation: Under auspices of shadow Board, deal with mechanical steps of establishing company, pay, HR, Insurance, due diligence, accommodation etc.

· Phase 4 Implementation: Company established and operational, Chair, Chief Executive and Board in place; full business and detailed operation plan developed.

The timescale for this is 18 months.

The purpose of the City Development Company is to transform the performance of the Newcastle Gateshead economy by delivering higher levels of economic growth and enhancing the competitiveness of the Urban Core of NewcastleGateshead.  This differential in economic performance will constitute the added value of ‘NewcastleGateshead CDC’.

14. The remit of CDC will be to undertake 4 core activities.  These are:

a. Develop and implement the economic masterplan for NewcastleGateshead which will identify the activities which will generate the economic growth and the specific locations that will sustain them

b. Target investment marketing and business winning

c. Strategic Economic Projects

d. Co-ordinate and deliver key regeneration projects of NewcastleGateshead

15. The CDC will initially be funded by Gateshead Council, Newcastle City Council and One North East.

16. The life span of the CDC is likely to be 10 – 15 years and the funders would have a clearly defined exit route from the outset.  There would be a fundamental review of the CDC every 3 - 5 years.      


Recommendations

20. It is recommended that Cabinet agree to:
a. Note progress on the renewed Gateshead and Newcastle Partnership and agree to its Membership, as follows:

· five members of the majority group, including the Leader of the Council

· one member of the minority group.

b. Agree to the four core functions of the City Development Company – a leadership and delivery model to:

· Develop and implement the economic masterplan for NewcastleGateshead which will identify the activities which will generate the economic growth and the specific locations that will sustain them

· Target investment marketing and business winning

· Strategic Economic Projects

· Co-ordinate and deliver key regeneration projects of NewcastleGateshead

c. Endorse the Start Up and Transition Business Plan Covering the period October 2007 – April 2009 at Appendix 3 and agree to the four phases of the start up and transition phase, namely, Phase 1 Concept development (completed); Phase 2 Formalising the accountable body position; Phase 3 Pre Implementation: Under auspices of shadow Board, establish the company; Phase 4 Implementation: Company established and operational full business and detailed operation plan developed.  The timescale for this is 18 months.

d. Agree that the Council will act as accountable body for the three initial funders of the City Development Company until the Company is formally established.

e. Agree the Council’s contribution of £1.5 million to support the establishment of the City Development Company over the next three years to be funded from the Gateshead Development Pool.

f. Agree to commence the recruitment of the Chair, Chief Executive and Board Members for the City Development Company.

For the following reason:

To drive forward investment in Gateshead and improve economic prosperity within Gateshead. 

CONTACT:  Lindsay Kirkley extension:  2794   
PLAN REF: 2978
 

APPENDIX 1


Policy Context

1.  
The Proposals are consistent with Vision 2030, the Sustainable Community Strategy for Gateshead – in particular ‘City of Gateshead’ and ‘Sustainable Gateshead’.   The proposals also support the achievement of 
1. the Council’s Corporate Plan, Corporate Priority 4, Improving accessibility, connectivity and economic prosperity – in particular, attracting more people to live, work, visit and study in Gateshead.

Background

2. The NewcastleGateshead Partnership was formed in 1998, when both Councils were at a point of significant achievements in regeneration and looking ahead to the next stage of progress.  Areas for collaboration were identified.  These were transport and access, culture-led regeneration, and tourism.

3. Substantial progress has been made since then.  The joint European Capital of Culture 2008 bid and the ensuing Culture10 programme have underpinned a growing reputation for cultural excellence.  The NewcastleGateshead Initiative (NGI) has catalysed growth in the tourism industry estimated at around 5 per cent a year in the last two years.  Bridging NewcastleGateshead (BNG) is helping to improve housing markets.  

4. At the same time, outcomes for local people have improved – over 7,000 more are in work across Gateshead and Newcastle than in 1998, and as public and private investment has flowed into a regenerated urban core.  The long-term population decline of the 1980s and 1990s has begun to reverse, with around 11,000 more people estimated to live in Gateshead and Newcastle in 2005 than in 2002.

5. Gateshead and Newcastle have played a leading role in the North East’s recent steady growth.  NewcastleGateshead is home to 15 per cent of the region’s population but around a quarter of its jobs.  Data suggests that 100,000 people commute into NewcastleGateshead to work each day, and a further 27,000 local people cross the Tyne between the two areas.  

6. Whereas the output
 of the North East as a whole is 79 per cent of the UK average, with an ambition to reach 90 per cent by 2016, in Tyneside it is already 93 per cent.  Though the public sector remains an important source of employment and investment, private sector activity is taking place at significant levels – and in contrasting and complementary ways, with Newcastle seeing strong investment by a number of large, home-grown companies and professional services sectors, and Gateshead showing the strongest growth in business start-ups in the region, including in emerging clusters such as games development, while also retaining a significant manufacturing presence.  

Outcomes

7. Enhanced partnership working should measure success against long-term indicators such as output and employment growth and the development of an industrial base related to growing markets.  Further work will be needed to compare the likely trajectory of the urban core economy under the status quo but under a scenario of success plausible outcomes could include:

· reaching 100 per cent of UK average GVA by 2020 and surpassing it by 2030;

· reaching a combined population of half a million by 2030;

· 10,000 more jobs in the urban core than in the base case by 2030, two-thirds of them in knowledge-intensive activities;

What would a strengthened Partnership between Gateshead and Newcastle mean?

8. The principles underpinning a strengthened Partnership would be:

· equal partnership based on shared objectives and a focus on areas where value can be added through collaboration and avoidance of duplication or displacement of existing activities;

· the pooling of resources to accelerate the economic growth of Gateshead and Newcastle
· strong accountability through a strengthened Gateshead and Newcastle Partnership.
Consultation

9. All relevant Cabinet Members have been consulted on the proposals in this report.  Corporate Vitality Advisory Group met on 27 April and 17 July to consider the establishment of the CDC.  

Alternative Options

10. The alternative options are the status quo and the development of a Multi Area Agreement, without establishing an independent delivery vehicle.  This has been considered in the work undertaken by Professor Stuart Gulliver reported to Cabinet in July 2007.  His recommendations are for an operationally independent Company structure (CDC).

Implications of the recommended option

11.
Financial Implications - The Strategic Director, Finance and ICT confirms that the costs will initially be shared between the Partners, Gateshead Council, Newcastle City Council and One North East.   Agreement to the proposals in this report will allow the Council to be the accountable body for this funding prior to the City Development Company being formally established. The costs to the Council are estimated at £1.5million over the next 3 years.  Provision for meeting these costs is included in the Gateshead Development Pool. 

The costs to be met by the Partners for the Start up and Transition Phase for the period October 2007 to April 2009 are estimated to be £1.7million.  The Council’s share of these estimated costs is £567,000, which is included in the overall 3 year funding requirement of £1.5million to be met by the Council.

Total estimated costs of £1.7Million for the period October 2007 – April 2009 will be reviewed during the four phases approach outlined in the Start Up and Transition Phase Business Plan.  

12.
Risk Management Implications : Risk Analysis

As part of the risk analysis of these proposals, Gateshead Council commissioned SURF (Salford University), January 2007, to review the joint work and validate the proposals.

The Review of SURF concludes:

· There is a very strong case for a joint approach by NewcastleGateshead to realise the economic potential of the urban core

· The City Development Company is the preferred delivery model for projects where developing private sector resources and engagement is seen as an integral part of the solutions

· Work should continue to develop a CDC proposal under the guidance of Gateshead and Newcastle Partnership.

The Start up and Transition Phase Business Plan identifies a Risk Assessment and Mitigating Actions in Part V (a full copy of the document is in the Members Library).  

13.
Human Resources Implications – there are no human resource implications at this 
stage.

14.
Equality and Diversity Implications – enhanced partnership working to improve  
economic prosperity in Gateshead, could contribute to equalities and diversity 
outcomes.

15.
Crime and Disorder Implications – enhanced partnership working to improve 
economic prosperity in Gateshead, could contribute to reduced crime in urban areas.

16.
Sustainability Implications – enhanced partnership working is intended to lead to 
sustainable economic growth through long term planning and co-ordination.

17. Area and Ward Implications – boroughwide.

APPENDIX 2

Gateshead and Newcastle Partnership

December 2007

Membership and Terms of Reference


Introduction
1.
Gateshead and Newcastle Councils will set up a joint body to provide a high-level overview of joint initiatives, as set out more fully in the terms of reference (see paragraph 10 below).


Title
2.
The title for the joint body is Gateshead and Newcastle Partnership.

Membership
3.
Each Council will appoint six members, as follows:

· five members of the majority group, including the Leader of the Council

· one member of the minority group.

Each Council will arrange for the attendance of appropriate senior officers.

Membership and attendance will be reviewed to enable partners and stakeholders to engage as appropriate.


Chair
6.
The chair will rotate between the two Councils on an alternate meeting basis.  Similarly, the venue for the meetings will change on an alternate basis. The vice-chair will come from the Council that does not hold the chair.  


Meetings
7.
Meetings will be held every 6 weeks or as required.  A programme of meetings will be agreed at the beginning of each municipal year.


Administration
8. The administration of meetings of the joint body will be undertaken by

· One of the two Councils, as may be mutually agreed, for the period until April  2009;

· The other Council, for the 2009/10 municipal year

· Thereafter by each of the Councils in rotation, a year at a time.

Costs

9. Costs will be met as follows

· Costs associated with holding the meeting (such as hiring the venue and providing refreshments) will be met by the Council that provides the venue

· Other costs associated with administration of meetings (such as preparing and despatching the agenda) will be met by the Council that is for the time being responsible for administration, as defined in paragraph 8 above

· Subject to the above, each Council will meet its own costs incurred in participating in the joint body.


Terms of Reference
10.
The joint body will have the following terms of reference:

· To provide strategic direction and shape the economic performance of NewcastleGateshead (the geographic areas covered by the two local authorities of Gateshead Council and Newcastle City Council).

· To provide a high-level shared overview of the activities of joint initiatives between the two Councils in the sphere of economic prosperity and growth, including

· Bridging NewcastleGateshead 

· the NewcastleGateshead Initiative

· the City Development Company 

· To consider how the exercise of the functions of the two Councils can be coordinated in a way that best supports these activities.

· To ensure that the spirit of partnership between the two Councils is sustained and developed in the interests of promoting the sustainable and inclusive growth of Gateshead and Newcastle

· To receive reports from the joint initiatives on activities as appropriate.  

· To give informal consideration to, and advice on, strategic development proposals (that are likely to have an impact on NewcastleGateshead, before such proposals are submitted to the executives of the two Councils.

· To speak with ‘one voice’ on strategic issues relating to NewcastleGateshead.
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