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Q1.A.1 What are the key spatial strategy challenges facing the South East and is the response of the draft RSS adequate?
1. The South East England Development Agency (SEEDA) is responsible for the sustainable economic development and regeneration of the South East of England.  As a result SEEDA is concerned to ensure that the South East Plan adequately faces up to the spatial strategy challenges relevant to sustainable economic development.  
2. SEEDA is responsible for producing the Regional Economic Strategy (RES).  This sets the key economic development objectives and actions for the region.  The new RES 2006-2016 has recently been completed and endorsed by SEERA.   Its three key targets are: 

· Achieve an average annual increase in GVA per capita of at least 3%, 

· Increase productivity per worker by an average 2.4% annually
· Reduce the rate of increase in the region’s ecological footprint, stabilise it and seek to reduce it by 2016
3. The purpose of these three targets is to enable the region to meet its economic development potential in a way which limits demand for additional labour and pressure on the region’s environment – a concept known as smart growth.  
4. Sustainable economic development is vital to the future quality of life of all of us.  Economic growth supports improvements in standards of living through increased individual purchasing power and pays for publicly available services such as schools and hospitals through taxation.  At the same time, in order to be sustainable, economic growth must not be at the expense of the environment and broader sustainable development of the region. 
5. The key spatial challenge for the South East Plan, as summarised in the Sustainability Appraisal, is therefore to address the “inherent tensions between the plan’s objective of promoting economic growth and improving social conditions (which relies on the development of housing and other infrastructure), and the plan’s objective to protect environmental assets and promote sustainability.”

6. SEEDA recognises this inherent tension.  There is widespread and legitimate concern in the region about inadequate past levels of investment in infrastructure, unsustainable patterns of development, intra-regional disparities in levels of growth and prosperity, environmental degradation and the threat posed by climate change.  These are all key spatial strategy challenges.  The draft South East Plan seeks to tackle these issues positively and in a way which is supported by SEEDA.  Indeed the new RES puts forward a significant number of actions to help to address these issues from an economic development perspective.

7. However, SEEDA will be arguing during the EiP that the approach taken in the preferred spatial strategy of the South East Plan has given too little regard to promoting economic growth and improving social conditions.  Concerns about capacity to deliver necessary levels of housing have played too great a part in deciding the preferred strategy and have resulted in a proposed level of growth which is inadequate to meet economic and social objectives.  Instead it is SEEDA’s view that these concerns should have been treated as problems to be overcome with robust and ambitious environmental and infrastructure policies.  This would then have supported an adequate level of development to deliver sustainable economic growth.  
8. SEEDA recognises that there are a number of key ways in which the draft Plan will contribute to delivering sustainable economic growth.  For example it focuses on delivering smart growth, includes a major programme of transport improvements, sets out specific spatial approaches for different parts of the region to address intra-regional disparities and in many cases sets high standards for sustainable development.  SEEDA is fully committed to working with SEERA and other partners to deliver these components.  However SEEDA will also be arguing at this EiP that there are a number of areas where the Plan needs to be more ambitious in order to deliver sustainable economic growth.  These include:

· Setting the region in its spatial context in the greater south east, nationally and internationally more clearly and recognising the economic implications, particularly of the relationship with London,
· Recognising that while smart growth can achieve a great deal to deliver economic growth, there is still a need for realistic housing provision, at well above the level proposed in the Plan, to enable the region to meet its economic potential and address demographic change,
· Setting targets for the quantum of employment land and network of strategic sites needed to deliver economic growth,
· Recognising the need to continue to improve all components of the Region’s transport infrastructure.  While in most cases the Plan does this, the very negative approach to additional airport capacity is in stark contrast, and SEEDA will be arguing that this should be amended,
· Recognising that in order to ensure that the equally important target of stabilising the ecological footprint is achieved, more muscular standards and targets should be considered in climate change and resource use policies.
9. All these issues indicate a potential lack of alignment with the new RES which could prejudice its successful implementation.  SEEDA will be returning to them all during the EiP.  What they show strategically is that the draft Plan gives insufficient weight to achieving sustainable economic growth.  In this respect the response of the draft Plan to the spatial strategy challenges is in SEEDA’s view inadequate.
Q1.A.2 Are the draft RSS’s vision and objectives clear and appropriate?  How will this vision of a healthier region be achieved?
10. SEEDA supports the core statement of Policy in para 2.2.1. and does not wish to propose any changes to it.  In terms of implementation SEEDA is a key partner in delivering the vision of a healthy region.  The key way in which it will deliver this is through the new Regional Economic Strategy 2006-2016.  This obviously focuses particularly on the “vitality of the economy”, but also addresses elements of “prudent use of natural resources” and the wealth of its environment”.  The role of the RES in promoting smart growth and sustainable economic development will be covered further in SEEDA’s later submissions.
11. As a result while SEEDA will be taking issue with the quantum of development proposed for the region and some of the detail of policy, it is fully supportive of the Core Statement of Policy in para 2.2.1. 
Q1.A.3 Is the draft RSS right to adopt “a cautionary approach” to growth over the long term (section B, para 7.4.1), and to plan to meet the “reasonable needs” of the region.  What is meant by the concept of reasonableness”?
12. For SEEDA the use of the “cautionary approach” is at the heart of the Agency’s concerns with the Draft Plan.  Para 7.4.2 of the Draft Plan states that the preferred spatial strategy should provide for an average level of GVA growth of 3% per annum for the first ten years, but sets out no figure for the following ten years because of this “cautionary approach”.
13. In practice the actual GVA growth figures now included in the Assembly’s revised economic forecasts are 2.9% for the period 2006-2016 and 2.6% p.a. for the period 2016 to 2016. 
 This is well below the draft Plan’s expectation of 3%, which is also the consensus of current forecasts.
 
14. The reason for the difference is that SEERA’s forecasts are constrained by the planned level of housing growth which will restrict labour supply.  
15. The implications of this difference for the economy are very considerable.  SEEDA has calculated that the total loss of GVA over the period 2006 to 2026 on SEERA’s latest forecasts compared to growth in GVA of 3% per annum would be £83.7bn.  Assuming a continuation of the current tax burden this would mean an overall loss of tax revenues of £30.1 bn (at constant prices).  This compares with the total funding requirement for infrastructure identified in the South East Plan Implementation Plan of £37-47 bn.   This loss of economic potential is not an acceptable outcome for the region or the UK.
16. An alternative outcome is that economic growth does occur at 3% per annum, in line with consensus forecasts, despite the provision of a lower level of new housing.  In this scenario the likely consequences are twofold:

· a significant increase in long distance commuting, much of it probably from outside the region, with significant adverse impacts on the transport network, greenhouse gas emissions, and the sustainable economic development of neighbouring regions, and
· Increasing house price inflation, resulting in greater problems of affordability, more concealed households, and more homelessness, as those least able to compete are priced out of the market.

17. Both of these outcomes would undermine key objectives of the draft Plan, and neither are acceptable outcomes for the region.

18. It is SEEDA’s view that a genuinely cautionary approach would be to plan for the necessary housing, economic development and infrastructure to meet expected GVA growth of 3% per annum, and forecast demographic change, but to set triggers by which the plan could be reviewed if new forecasts come forward, or circumstances change.  
19. In making this case SEEDA recognises and endorses legitimate concerns about the infrastructure deficit in the region.  The RES evidence base shows clearly that despite increases in funding for transport and infrastructure in recent years, there is still a funding gap in the south east.  The region is not getting a fair share of government investment based either on population or wealth generation.  In 2005 government spending in the region accounted for only 27% of regional GDP compared with a UK average of 34%.  The South East’s population is over 13.5% of the UK total, but spending in the region on transport and housing were both below 12% of Government capital expenditure.  This imbalance for transport spending alone is in excess of £100m per annum.  

20. The agency recognises that additional infrastructure over and above that set out in the existing South East Plan Implementation Plan is likely to be required to support the extra development it is proposing.  SEEDA will continue to argue strongly for a fair deal for the region in order to achieve this.
21. Similarly SEEDA recognises the concerns in the region about environment and climate change.  Indeed the new RES devotes around one-third of its actions to addressing these issues.  SEEDA recognises that addressing these issues will become still more urgent in responding to a higher rate of development.  
22. In some cases SEEDA will be arguing that the South East Plan can set higher standards.  However, it should also be borne in mind that the response to climate change is a fast moving area of technological development, likely to be backed by significant fiscal and regulatory frameworks.  As a result it is reasonable to expect significant improvements in emissions and energy efficiency over the plan period, beyond those we currently know about.  
23. In terms of land requirements SEEDA does not consider that the increased levels of housing growth it will be seeking should prevent meeting the overall regional target of 60% of housing on brown-field land, although achieving this will present challenges.
24. As a result SEEDA’s case is that the current approach of planned under provision against the “expected” level of growth is not “cautionary”.  Rather it is to plan to fail to achieve sustainable economic growth.  SEEDA considers that dealing with this through a process of monitoring and review, as proposed in para 7.4.2 of the draft Plan is not guaranteed to be quick or responsive enough.  If this process fails it could have significant adverse impacts on infrastructure provision and personal living standards.  This is not planning to meet the “reasonable needs” of the region.
25. In summary the failure to plan for 3% per annum growth in GVA and the demographic forecasts for the region is a major weakness in the draft Plan.

Q 1.A.4 Has the draft Plan been properly informed by sustainability appraisal?
26.  SEEDA does not wish to take issue with the findings of the sustainability appraisal.  These state that the higher levels of growth tested (32,000 new homes per annum) will do more to meet needs for affordable housing and achieving forecast economic growth.  SEEDA’s contention is principally that insufficient weight has been given to this conclusion in choosing the preferred strategy, not that the Sustainability Appraisal itself is flawed.
27. However SEEDA would have preferred that the Sustainability Appraisal had also tested an option for a level of housing growth above 32,000 per annum.  This would have fitted better with forecasts of demographic and economic growth available at the time.  
� Key Spatial Challenge for South East Plan – Document SEP3 section 7.5.1


� South East Plan Technical Note 1 – Annex Economic and Labour Demand Forecasting – Scenario 7 Forecasts


� RES evidence base section 4.2.4
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