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I  INTRODUCTION
Throughout the UK over the last decade, there has been a significant growth in local authority policies aimed at assisting the development of their local economies (see for instance, Sellgren, 1991; Chandler and Lawless, 1985; Mills and Young, 1986). Particularly in areas of high unemployment the level of economic development activity is high, with 85% of Scottish local authorities identifying it as a major priority with direct expenditure of £90million per annum (McQuaid, 1992). Besides being an area of increasing importance, economic development is of interest as it has arguably been near the forefront of wider changes such as the move towards enabling authorities
.

This paper analyses the Government proposals for the reform of local government in Scotland into single-tier authorities (The Scottish Office, 1992) and their effects upon economic development activities. Before discussing the implications of these proposed reforms, the wider statutory and organisational environment for the economic development policies, and the existing policies of local authorities in Scotland are briefly considered.

II THE  ORGANISATIONAL ENVIRONMENT AND LOCAL AUTHORITY ECONOMIC DEVELOPMENT ACTIVITY
Scotland has its own set of institutions in the economic development sphere, some of which parallel similar organisations in the rest of the UK (for instance Scottish Business in the Community, Scottish Tourist Board etc.), as well as having its own legal and education systems. However, one set of institutions, regional development agencies, and the interlinked issue of partnership are important in understanding the economic development activities in local authorities, and may provide valuable lessons for practice in England. 

Since their inception in the mid-1970's, central government funded regional development agencies have influenced the way local authorities operate in the field of economic development as they provide additional powers and resources, especially funds, give a wider perspective on issues beyond more narrow local authority boundaries, and operate at arms-length from and in a more flexible manner than government departments. These agencies were formerly the Scottish Development Agency (SDA) covering most of the population and the Highlands and Islands Development Board (HIDB) covering the sparsely populated north and west. In April 1991 their successors, Scottish Enterprise and Highlands and Islands Enterprise, each with a network of Local Enterprise Companies (LECs), came into existence combining the SDA/HIDB and Training Agency powers on economic development, environmental and training issues. Hence they have wider powers and budgets than the Training and Enterprise Councils in England and Wales (Fairley, 1992; Danson et al, 1990). In addition, Highlands and Islands Enterprise has a limited social as well as economic remit. 

There has been a strong tradition of partnership working in economic development as is indicated by the large number of jointly funded support agencies (McQuaid, 1992) and the many area initiatives involving local residents and the public and private sectors which formed an important part of the Scottish Development Agency strategy (SDA, 1990). Over time, these have helped improve the skills in developing partnerships within local authorities as well as in the other agencies. In marked contrast to the experience with Urban Development Corporations in England, the government's major initiative for peripheral estates, New Life for Urban Scotland (The Scottish Office, 1990), explicitly recognises the key role of local authorities. While many examples of partnerships exist in England (see for instance, Bennett and Krebs, 1991), they are helped in Scotland by structural and resource considerations. In terms of structures, the regional development agencies and their LECs, often provide a focus for many partnerships. Also central government activities are provided through a single locus, The Scottish Office, resulting in more effective co-ordination and easier access for and dialogue with local authorities. As mentioned earlier, there are also private or joint private-public sector organisations which relate specifically to Scotland and form a territorial basis for joint working. 

In terms of resources, strong incentives for local authorities to enter into partnership are provided by the possibility of bringing external resources into the area (eg. funding, property, expertise, links to national support schemes etc.), avoidance of duplication, replication of good-practice in other joint initiatives, and hence more effective and efficient policy development and implementation. In their turn, the local authorities provide resources, statutory powers, and democratic legitimacy to such partnerships.

Partnerships are difficult to develop and sustain, and are by no means universal, with many cases of different local government tiers not co-operating and relationships ebbing and flowing over time. However, there are still many examples of different forms of successful partnership in practice. A survey of Scottish local authorities identified many different forms of partnership, ranging from joint strategies to 'one-off' projects or common funding of specialist agencies. The survey received responses to a questionnaire from all 9 Regional and 3 Island Authorities (broadly equivalent to County Councils) and 50 of the 53 District Councils. Of these, eight small rural Districts did not complete the questionnaire replying that they did little in the field of economic development, leaving such activity to the Regional Council. Good working relationships were found to have been quickly established between local authorities and the new LEC's (set up in 1991), with all Regional & Islands Councils and 88% of Districts indicating positive or very positive relationships. There were generally higher levels of consensus between the authorities and the LECs on the problems facing their local economies and necessary solutions, compared with their relationship with the more centralised SDA during the period before LECs came into operation. There was a high level of co-operation on local projects and strategies, particularly on environmental projects (with over three-quarters of local authorities involved in joint projects with LECs), business development projects (involving 75% of Regional and 55% of District Councils respectively), property development (50% and 63% respectively), and training (75% and 33%).

Elsewhere local authorities often made important 'in-kind', expertise and cash contributions to a variety of partnerships, often involving the authority in an enabling role. For example, joint strategies were often developed with area tourist boards, with local authorities also contributing over £6 million in grants to them in 1990/91. In that year local authorities also provided Enterprise Trusts with £1.67 million in grants (a higher cash contribution than that of the private sector although with a lower 'in-kind' contribution), in addition to generally working closely with them and providing other 'in-kind' resources. 

The chief functions of economic development units covered by the survey are shown in table 1, grouped according to their roles in: directly providing services; acting as facilitators or catalysts to ensure that economic development support is provided (not necessarily by the local authority itself); and lobbying on economic development issues both within the authority and between the authority and other bodies. Generally almost all functions listed were seen as being very important for most Regional Councils although in the case of District Councils there was a mixed response, reflecting differences in statutory duties and resources and possibly economies of scale. 

In particular the provision of business support services was a very important function, with 83% of Regions providing advice and 75% providing grants, compared to only 36% and 17% of Districts respectively. However, larger Districts tended to provide similar services to the Regions. Both types of Council were considerably involved in the provision of industrial and commercial property, with 75% and 64% respectively of Regions and Districts identifying it as a major function, although nearly 90% of all Councils actually provided such property. Acting as a catalyst or facilitator is also very important for many authorities, as is shown in the table, although the low priority given to specific initiatives for the disadvantaged may relate to these being carried out in a number of authorities by other departments. The liaison role with outside organisations or firms and an advocacy role within the local authority, particularly for Regions. The diverse range of economic development policies carried out by local authorities are discussed in more detail elsewhere (McQuaid, 1992). 

III LOCAL GOVERNMENT REFORM

In June 1991 the government issued a consultation document concerning the reform of local government in Scotland, and suggesting the setting up of unitary authorities to replace the present two-tier system (The Scottish Office, 1991a). This was followed by a second consultation document, "The Structure of Local Government in Scotland: Shaping the New Councils", in October 1992 which outlined a range of possible structures for single-tier local government involving 15, 24, 35 or 51 local authorities. The document concentrates upon the implications of different scales of new unitary authorities, rather than the way in which local authorities are likely to be managed and operated. The consultation document separates the industrial development function from the planning, urban regeneration, tourism and relations with the European Community functions, although they overlap to some degree, and are often incorporated under corporate economic development policies. 

The proposals on local authority economic development may affect: what activities are carried out; the basis of these activities, particularly whether activities remain discretionary or are based on statute; effectiveness and efficiency of policies; joint working with other key actors; accountability and democracy; and the costs of local government. These are analysed in turn.

First, the range of economic development activities illustrated in the government proposals appears to remain intact. The paper makes the general point that responsibility for the "vast majority" of services will be maintained by the new single-tier authorities (The Scottish Office, 1992, para 3.2), and although existing economic development services are discretionary rather than statutory services, there is no suggestion of specific activities being curtailed. Under the industrial development chapter it is recognised that the current discretionary powers are used by local authorities to a varying extent. The main types of activity are said to include:

"provision of land and buildings; overseas trade promotion; financial aid to companies, eg equity, loans, grant aid, support for training, employment subsidies; advice to companies; and support for other industrial development agencies such as enterprise trusts and for joint ventures such as urban partnerships" (The Scottish Office, 1992, para 26.1).

These activities broadly cover the major business support and physical infrastructure activities identified in the survey of current practice by local authorities above (although environmental improvements are not explicitly cited, it is likely that they would be continue). Training (other than support for company training) is not specifically mentioned, although recent legislation, taking effect from April 1993, transferring responsibility for further education from local authorities will reduce their involvement in the provision of further education and training anyway. Other training such as provision of Youth Training, Employment Action, support for local employment initiatives, for example in multiple deprivation areas, are presumably likely to continue, but are not specifically considered.

However a second issue is that the paper goes on to enquire whether these industrial development activities should be more clearly defined in statute, and if so what form this definition should take. The position in England and Wales under the Local Government and Housing Act 1989 (Part III, Sections 33-35) gives an indication of what this may involve. This permits local authorities a wide remit to promote the economic development of their area, however this may be restricted by regulations or guidance from the Secretary of State. This leaves open the possibility of future direct constraints on local authority activity by the government.

Section 35 of the Act imposes a duty upon local authorities active in the field to draw up an annual document setting out their proposals and to make it available to and to consult with local commercial and industrial representative bodies, as well as others they consider appropriate. This should usually be seen as good practice by local authorities, although while 83% of Regions were found to have a formal economic development strategy or plan, only 57% of Districts did. While there is scope to improve these figures it is questionable whether legislation is necessary to enforce this. There has been compulsory consultation with local businesses in the past through consultation with non-domestic rate-payers albeit the agenda concerned total local authority budgets and with the onset of uniform business rates this will no longer be necessary.

Thirdly, the efficiency and effectiveness of services will be influenced as single-tier authorities should avoid duplication and be able to overcome co-ordination problems between different local authority departments or functions more easily than under a two-tier system. However, the reduction in the numbers of different providers (eg of small industrial property or of business advice) could lead to monopoly provision of the service unless the other quasi-public sector agencies (such as the LECs or Enterprise Trusts) remain active. Also, the survey evidence cited above indicates that currently most authorities take action to avoid unproductive duplication, with all Regions and 88% of Districts having informal mechanisms to avoid duplication of business development service provision with other agencies, and 92% of Regions and 69% of Districts having formal mechanisms.

The geographic size of the proposed single-tier authorities will influence the effectiveness and efficiency with which some economic development activities can be carried out. Larger authorities are likely to have economies of scale in terms of staff and budgets, as well as in terms of potential client population, for example permitting the employment of specialist staff, the setting up of specialist delivery mechanisms (in-house or external, such as for an industrial sector), and budgets for major property or other initiatives. It is likely that certain services could not be operated cost efficiently by small authorities, with examples cited by the consultation paper of trade development or industrial land and buildings. The consultation paper argues that while larger authorities could relate more effectively with LECs (which in the lowlands are a similar size to the 15 authority option), and this is supported by the evidence cited above on partnerships. Smaller authorities (especially under the 35 and 51 authority options) may be more responsive to local small and medium sized enterprises and could relate to Enterprise Trusts. Clearly the range and depth of functions offered by smaller authorities would be less than if larger authorities were chosen.

Fourthly, the consultation paper recognises that local authorities are part of a network of bodies providing industrial development services to businesses and asks if a better defined statutory footing would help delineate respective responsibilities, particularly with Local Enterprise Companies. If the legislation followed the pattern in England and Wales then it would do little to delineate functions as these are not precisely defined. Hence the legislation or future regulations would need to prevent local authorities undertaking some activities, which may reduce choice for those seeking support, leave an area without a particular form of support if the LEC chose not to provide it, and possibly prevent useful joint ventures on projects if they fell within a prohibited activity. Greater mutual consultation between local authorities should prevent wasteful duplication and identify significant gaps in the provision of local business support services. 

The introduction of statutory responsibilities is therefore likely to shift power from local authorities to central government. Also, having a single local authority may make negotiations on joint projects with others in the business support network less complex, particularly if there is some concurrence in geographical boundaries. It may also alter the bargaining power of the local authorities, as it will not be possible to balance two authorities covering an area against each other, however, if there are a number of authorities in a LEC's area then these could be played off against each other, and the balance of power moved towards the LEC. 

Fifthly, there are the issues of accountability and democracy. This is clearly illustrated in the case of the planning system. For instance strategic planning would not be possible for smaller authorities, hence necessitating other bodies such as a planning commission or joint planning boards covering a number of authorities. This could lead to potential conflict in policy or emphasis between the different organisations with responsibility for planning. In terms of the Government's own criteria, this would also cause a reduction in accountability as no single body could be held fully responsible, and democracy as some of the bodies would not be directly elected. Hayton (1993) shows that of the 13 services considered only four (minor roads, local planning, housing and urban regeneration) would not require some form of joint arrangements whichever one of the options is chosen. Even under the 15 authority option, five services would need joint arrangements. This would also reduce clarity and introduce possible confusion with a local authority, joint planning board, joint agency for trade development etc. all operating in the same geographical area. This may make 'getting closer to the customer' and involving them meaningfully in decisions more difficult under the proposals. 

Overall, the decisions on the appropriate scale of authorities is unlikely to be significantly influenced by its impact upon economic development as other issues are also extremely important, and it is probable that the economic development network will be forced to adapt to the chosen scale with generally lower levels of specialist economic development expertise and resources likely if smaller authorities are chosen. The level of expertise and activity is likely to be greater than for existing equivalent sized authorities, as new single-tier authorities take over the second-tier's functions.

As part of the government consultation process a consultancy report was commissioned to examine the long-term and transitional costs of reorganisation for different numbers of single-tier authorities. The role of costs for the Planning and Economic Development functions are particularly significant. A report accompanying the Government's consultation paper, "Structure in Local Government: Advice on Financial and Qualitative Appraisal of Options for Change" (Touche Ross, 1992) provide an indication of the likely financial costs and benefits of the proposals for different numbers of new single-tier authorities. The study assumed: that all existing functions should remain with local authorities; that the quantity and quality of services should remain unchanged; and that there should be no changes in management practices (eg from direct service to enabling authorities). Hence the results should allow a comparison between the alternatives and with the existing system of local government on a like-for-like basis.

Given these three main assumptions, the report excluded operational service costs and concentrated upon the changes in non-operational areas, particularly central support and corporate services, management and administration of services and the provision of certain specialist expertise. They had a survey carried out of four Regional and twenty six District Councils to estimate the current costs of managing services. The results of this sample survey were then grossed up using Joint Staffing Watch data to represent the whole of Scotland. Next the report outlined that hypothetical staffing structures relating to the management (but not the operational delivery) of services were produced with structures varying according to population size served. Eight population bands ranging from the lowest band of under 50,000 to the highest of over 750,000 were used. These structures were than employed to estimate the staffing and accommodation costs under the different sizes of proposed new single-tier authorities. The detailed forms of these hypothetical structures are crucial to the results of the report.

The results of the model show an increase in ongoing management and administration costs arising from reorganisation of 6% for the proposed 51 authority option, and a reduction of costs of 6%, 13% and 21% for the 35, 24 and 15 authority options respectively. In terms of overall local government expenditure, these were an increase of 0.8% for the 51 authority option compared to the present situation, and savings of 0.7%, 1.6% and 2.6% respectively for the other options. After estimates for transitional costs are considered, these three options are still claimed to present savings over the current system. The 15 authority option is said to provide the greatest savings due to the removal of duplication between tiers of local government, and a reduction in overall management staffing and support where Districts have been merged. While under the other options replication of existing Regional Council services results in some counter-balancing cost increases. However, there are significant issues concerning the data and methodology of this report, even accepting its basis that it ignores changes in the way local authorities may operate.

The first issue relates to the accuracy of the estimates of existing management and administration costs. The Report defines Planning and Economic Development staff as those involved in: planning (including conservation and development control); economic development (including tourism); and architects, quantity surveyors, valuations and inspections (Touche Ross, 1993). It identifies managerial and administrative staff by categorising them according to a simple salary scale which ignores the actual function of the jobs performed. The employment figures therefore contain a high proportion of staff carrying out primarily professional rather than management duties (see McQuaid, 1993).

In terms of the data used, most ongoing savings under each of the four options relate to reductions in management, administration or specialist staff in only two services, Planning and Economic Development (PED) and Central Administration and Corporate Services (CACS). Under the 15 authority option three-quarters of all gross savings are provided by these two services, with PED providing 39% of total gross savings. In the other options PED accounts for 40%, 41% and 45% of gross savings in the 24, 35 and 51 authority cases respectively. CACS provided a further 37% of the gross savings. This shows that the results of the report are extremely sensitive to data for these two services. 

A second major issue is that the model of management and administration staffing structures used in the Report implicitly assume that there will be continuous economies of scale in staffing for virtually every service as the size of unitary authority rises (i.e. there are fewer such staff per head of population as authorities increase in size). This gives lower costs per capita, and therefore lower costs for local government as a whole as size of unitary authorities rise. The figures therefore indicate that around six authorities would be most cost efficient (i.e. all authorities having over 750,000 inhabitants), and the logic suggests that a single "local" authority for the whole of Scotland would be cheapest. On the other hand the Report ignores the possible links between scale and productivity of operational staff.

This assumption of continuous economies of scale in non-operational staff in the Report's model is not fully supported by: research evidence from elsewhere (see for instance, Bennett,1980; Stodart, 1981; Page and Midwinter, 1981; Hirsch, 1959); the likely need for decentralised offices for services in the case of larger authorities; and Report's own evidence of existing costs. Indeed, the Report's estimates for management and administration staffing in existing Regional and District Councils indicate that in the case of District Councils there is no clear link between increasing size and higher or lower staff numbers per 1,000 population for PED. 

The smallest District Councils have the lowest number of PED staff per 1,000 population (0.44), while the largest Council has the highest staff per capita figure of 1.34 indicating diseconomies rather than economies of scale. This may partly reflect the range and type of problems faced in each area (for instance with cities facing greater demands than rural areas) and also the small sample size (i.e. there are only a few authorities in the larger size bands). In the case of Regional Councils, Planning and Economic Development staff per 1,000 population falls from 0.57 to 0.35 with Regions between 300,000 and 500,000 (indicating economies of scale), but then rises to 0.42 for Regions between 500,000 and 750,000 indicating diseconomies of scale at that point. The largest Region has a minute figure of 0.06 PED staff per 1,000 people then shows massive economies of scale. This assumption of continuous economies of scale leads to a systematic bias favouring the larger unitary authorities. It is therefore important to identify if this is the case, and if so, at what level do economies or diseconomies of scale occur for different services and structures. 

A third issue concerns the internal consistency of figures from the model management structures for the proposed unitary authorities (Touche Ross, 1993). The Report assumes that there would be no change in management practices, and that the authorities will have more functions (as all services will remain with the new unitary authorities and so they will have both District and Regional functions). Yet the average total figures for management and administration staff for Planning and Economic Development are lower for the new unitary authorities than for existing Districts of the same size bands, in all except the two smallest size bands. For instance in the 200<300,000 band new unitary authorities are expected to need 130 staff, while there are 239 existing staff covering only District functions.

The Report offers no justification for such massive savings. It assumes no change in management practices, such as an increasing role of local government as an enabler rather than direct provider of services. In the future it is possible that employment in local authority functions may fall due to such changes, for example to increasing use of contractors. These changes would not necessarily be different under unitary authorities compared to two-tier authorities. The Report covers all other local government services and similar concerns regarding economies of scale and staffing levels apply to them (McQuaid, 1993). Also, the additional costs of other bodies are omitted, yet this is a transfer of public sector costs and should not be included as a saving of reforming local government, and the report does state that small authorities are expected to have joint bodies for a number of functions.

Hence the figures in the Report for savings following a move to unitary authorities must be questioned, as there appear to be internal inconsistencies which are likely to bias and exaggerate the level of savings. The figures for employment in Planning and Economic Development could only be achieved by a large reduction in the levels of services given the Report's assumptions.

IV CONCLUSION
The role of local authorities in economic development is significant in terms of overall scale, variety, and adaptability to local opportunities and problems. Policies and services vary considerably by location and scale of the authorities, with Regional Councils and larger Districts providing the most comprehensive services. While proposals for the reform of local government in Scotland may not specifically restrict the range of activities carried out, they are likely to influence the level of expertise and resources available, depending upon the scale of single-tier authorities chosen. They are also likely to influence the characteristics of the relationships between authorities and other key actors in the economic development field. Finally, doubts have been raised concerning the likely cost implications of the reform, particularly for the Planning and Economic Development functions
.
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�. Besides being an increasingly important function, it can be argued that economic development units are of interest as they have often been near the forefront of the moves of local authorities from the "bureaucratic paternalist" models of the 1960's and 1970's in terms of increasingly being enablers and in making more use of "private sector" management techniques (see for instance Hambleton, 1991; Hambleton and Hoggett, 1987). Economic development units are familiar with (and arguably use to a greater extent that many other departments in their organisation) "private sector" management techniques, due to the characteristics of their function and their training, dealings with the private sector, need for understanding of business development to generate and implement policies, and the need to respond quickly (for example to enquiries from inward investors or in response to plant closures etc.). Taking an enabling role, for instance by implementing policies through specialist deliverers such as business start-up support agencies, promoting community economic development or participating in joint projects, is also common in many local authorities. 





Economic development shows various characteristics of different models of local government as they exhibit characteristics of 'consumerist' approaches in the sense of clearly identifying 'consumers' of the services and seeking to respond more effectively to them, but also 'collectivist' approaches in some cases such as community economic development. In some cases a market-led approach has also been taken where the policies leave development entirely up to market forces, and elements of each of these approaches are apparent within many local authorities.


�. Post-script. A number of issues are likely to be raised for urban regeneration and economic development when moving towards Unitary Local Goverment. First, there is the influence of scale, in particular: the ability of larger regional authorities to divert main stream expenditure budgets (eg. education) towards areas of need or regeneration. Even a small relative diversion of such budgets is likely to be much larger than specific regeneration budgets and these manin stream resources are also 'funded' but all parts of the region. Second, is the problem of efficient and effective delivery of some local economic development services at a small scale (eg. trade development), although in theory it will be possible to combine to jointly provide such services with other authorities. Third, the relative balance of power between other agencies (eg. LECs and TECs) may alter (eg. authorities may be smaller and be 'played off' against each other within a LEC area, but on the other hand the greater range of powers of the authorities may make them more difficult to ignore). Fourth, policies and services may be better developed under Unity authorities due to the ability to provide a more comprehensive range of policies (although inter-departmental rivalry may prove difficult) and due to better relations with 'users' of services etc. It is conceivable though that the local authority may be better able to develop links with their community (both business community and, for example, the local community in an area of regeneration), resulting in more appropriate and effective policies.  





