DRAFT RESPONSE SERVICE
As part of the Rural Opportunities Bulletin, RSN will regularly provide concise potential responses to key current consultations.  These are not intended to be definitive or to reflect the views of RSN and may include potentially opposing responses to reflect different views designed to assist individual organisations in compiling their own response.  We do however recognise the pressure members are under and we hope this service will assist.
House of Lords Select Committee on the Rural Economy – Call for Evidence
The House of Lords Select Committee on the Rural Economy was appointed on 17 May 2018 to consider the rural economy and to make recommendations. The Committee is now calling for written evidence from those interested in the issue. The Committee began taking oral evidence in early July, and has to report by 31 March 2019.

The Committee is investigating a wide range of themes, including:

· Local services and amenities

· Rural business and investment

· Housing

· Transport

· Digital Connectivity

· Employment

· Demographic change

· Deprivation and inequality

· Rural isolation

Submissions to this call for evidence must be received by Monday 10 September 2018.

https://www.parliament.uk/business/committees/committees-a-z/lords-select/rural-economy/news-parliament-2017/call-evidence-launch/ 
The focus of the Committee's inquiry is stated to include:

· How the Government is performing on the rural economy

· Improving and maintaining provision for essential services such as healthcare, education and banking

· Helping rural business to thrive, and supporting investment and new industries

· Tackling deprivation and inequality in rural areas

· Supporting shops, pubs and other local amenities

In a short film clip on the Select Committee website, the chair of the committee particularly emphasises the desire to receive good ideas on potential changes to government policy and great examples of local practice in relation to the rural economy.
A suggested contribution to potential responses is set out below. This Draft Response focuses on the direct economic development related issues and responses. Responders to the call for evidence will, of course, wish to include evidence on other directly related issues such as connectivity, affordable housing, health and social care and other matters.
The issue

Rural areas are home to 9.4 million people according to 2016 population estimates.  In other words, 17% of the population of England live in small rural towns, villages, hamlets and isolated dwellings – that’s more people than live in Greater London.

The contribution of the rural economy is all too often over-looked or miss-represented in national and regional policy making.
There are 547,000 registered businesses based in rural areas (and probably as many micro-businesses again which are unregistered).  They are 24% of all the registered businesses in England, so form a vital part of the national economy. 

Those registered businesses have an annual turnover of £434 billion and represent an incredible range of business activity – land-based industries (including farming) are important but 85% of rural businesses are from other sectors.

Much business activity in rural areas goes unseen by policymakers and support providers due to scale.  Indeed, almost 18% of rural businesses have no employees, being sole traders or partnerships (more than double the equivalent urban figure).  Some 84% of employees in rural areas work in SMEs and 22% of all rural jobs are home-based (compared with 13% in urban areas).

Registered rural businesses, however, employ 3,500,000 people and account for a quarter of all registered businesses in the country. They should not be ignored.

There is an urgent need for government to set out how it will approach and support rural economies and rural communities in the future. Whilst the government’s ‘Health and Harmony’ consultation document begins to address such issues in relation to food and the environment, this represents a small subset of the entirety of the rural economy and the issues facing rural communities. Any suggestion that such wider issues will be addressed via ‘mainstreaming’ through other strategic documents, such as the Industrial Strategy, fail to recognise the bespoke attention required to meet the needs and build on the opportunities available in rural areas.
There must be proper consideration of all the critical issues facing rural communities and rural businesses. Government should produce a comprehensive, cross government and cross organisation strategy for rural areas. This is the only way to ensure rural businesses and rural communities are given due consideration and to make sure that wider strategic policy, such as that set out in the Industrial Strategy and ensuing Local Industrial Strategies, properly reflect the issues and identify specific measures to build on the wide rural opportunities which exist. Such a Rural Strategy is urgently required and warrants a separate consultation exercise.
Proposals & Evidence – Rural Economy
Within a wider Rural Strategy, government policy should include a number of specific initiatives to support the rural economy:

· A dedicated rural business support programme: in 2020 EU programmes, such as the LEADER and EAFRD initiatives, will come to an end.  These have provided funding streams for rural business growth, diversification and innovation.  They have, however, been fairly narrow in scope and modest in size.  Government should replace them by designing a dedicated business support programme, as part of its proposed Shared Prosperity Fund.  This should be flexible in scope – potentially open to all business types and sectors – enabling local delivery to be tailored to match locally decided priorities.  There is an opportunity for Government to scale-up its ambitions for the rural economy by announcing a significant investment programme.

· A rural proofed Industrial Strategy: the Government’s Industrial Strategy is an important document.  Many of its objectives are or could be highly relevant to the needs of the rural economy.  However, in order for its benefits to reach into rural areas there will have to be careful ‘rural proofing’.  New policy initiatives that emanate from the Industrial Strategy should be tested at an early stage to ensure they take account of rural economic needs, opportunities and circumstances.  Rural examples should be included wherever initiatives are piloted and rural specialists should sit on groups that are tasked with taking forward parts of the strategy document.
· A re-purposing of Local Enterprise Partnerships: these partnerships (LEPs) are the conduit for considerable sums of public money to support growth and economic development.  Most LEPs operate across a mix of urban and rural places.  However, whilst some have performed well in taking rural needs into account, others have failed to do so – typically focussing their efforts on a few large urban projects.  As a matter of principle, all LEPs whose geography includes rural places ought to consider and target their needs too.  Government should mandate LEPs to that effect, ensuring that their strategies set out how rural needs are to be addressed and their monitoring accounts (publically) for what they have delivered in rural areas. The planned government 'statement on role & responsibilities' of LEPs and 'Local Industrial Strategies' announced in the ‘Strengthened Local Enterprise Partnerships’ policy document (July 2018) should include a specific reference to the need to consider rural areas within LEPs. Rural Proofing should also be included in the induction and training programme for LEP members and officers also announced in this policy document. This could usefully be carried out by Defra officials.
· A Further Education system accessible to rural pupils: young people from rural areas often experience difficulties getting to Further Education colleges or sixth forms.  For some this means undertaking long or complex journeys to get there and back, whilst for others it means compromising on the course topics they take.  This dampens young people’s aspirations and curtails their opportunities.  One rural barrier would be removed if those travelling to post-16 education or training were entitled to subsidised bus fares.  Indeed, it is hard to understand the rationale for the current situation, where those up to age 16 can travel free while those aged 17 or 18 cannot.

Responders to the call for evidence are recommended to bring relevant research and good practice to the attention of the Select Committee. This could include evaluations of successful projects and other activities which have supported rural economic development as well as local and national research. For example, recent relevant national research and evaluation includes:
· ‘Small Rural Firms in English Regions: Analysis and Key findings from UK Longitudinal Small Business Survey, 2015’
(Centre for Rural Economy & Newcastle University Business School, September 2017)
“England’s rural firms have similar levels of turnover to their urban counterparts, though they are more likely to report a profit. This finding emerges from our rural-urban analysis of 13,403 small firms in England, including 3,555 rural firms, interviewed for the UK Small Business Survey in 2015.  It cannot be explained or attributed to oft-rehearsed differences between rural and urban economies, as the analysis controls for differences in sectors, size, age and other business characteristics of rural and urban areas. 

“Although rural and urban firms share many plans and expectations for future growth, rural firms are significantly stronger exporters of goods and services, are more likely to have introduced new or improved goods in their businesses, and are more able to secure external funds, especially for capital investments in machinery and buildings, than businesses in urban England.    

“Nevertheless, there is also clear evidence of Untapped rural potential (for example, more rural firms have goods or services suitable for exporting than which currently export), Weaknesses (for example, rural firms are less likely to expect to grow their workforce) and Obstacles to business success, particularly Regulations or red tape, Staff recruitment and skills, and Taxes, rates and National Insurance (NI) that concern significantly more rural than urban firms.”
· ‘An assessment of the degree to which rural businesses access national mainstream employer skills and government business support programmes’ (Institute for Employment Studies, September 2013)
This report, commissioned by Defra (working in conjunction with BIS) in 2013 and produced by the Institute for Employment Studies (supported by the Countryside & Community Research Institute), investigated the degree to which rural businesses access national employer skills and government business support programmes. A key finding of the report was that: “Access to national mainstream employer skills programmes and government business support programmes among rural businesses may be improved if information and advice on how to apply for support is proactively provided (ideally face-to-face or by telephone) by a stable set of intermediaries.” LEPs and others should take account of the need for such intermediaries in delivering skills development and business support programmes to ensure that the full potential of rural businesses is realised.

· ‘Final Evaluation of the Rural Growth Network Pilot Initiative’

(SQW, May 2016)
The Rural Growth Network (RGN) 3 year pilot initiative was established in 2012 with £12.5 million from Defra and £1.6 million from the Government Equalities Office. The initiative was set up in response to barriers to rural economic growth identified in the Rural Economy Growth Review. The aims were to encourage rural economic growth and to generate and disseminate lessons on what works in this context.

The findings of the evaluation report produced by SQW point to a number of successful interventions which can help inform future policy and programmes including supporting both new and existing businesses to grow.

· ‘Unlocking the digital potential of rural areas across the UK’

(Rural England and SRUC, March 2018)
A rural business survey carried out by Rural England and SRUC found only 19% of rural businesses had a superfast connection and most (59%) relied on standard broadband.  It also found high rates of dissatisfaction with connection speed and reliability. The survey estimates that if constraints to digital adoption, such as skills issues, could be overcome it would unlock at least £12 billion of extra productivity per annum (Gross Value Added).
Proposals & Evidence – Other
This call for evidence is not restricted to direct economic policy and projects but seeks to understand all factors which interplay with the rural economy including local services, transport, housing, connectivity, rural deprivation and isolation. Particular issues and solutions include:
Digital connectivity

Despite significant public investment, a sizable gap persists in relation to levels of connectivity in rural and urban areas. In England’s rural areas, for example, 15% of premises – households and businesses – are unable to access a broadband connection with a 10 Megabits per second download speed (industry regulator, Ofcom, considers this a necessary speed for everyday online tasks). Mobile connectivity has improved, but the indoor signal is poor in England’s rural areas, with phone calls on all four networks only possible at 59% of premises.  Meanwhile, using 4G on all networks – giving fast internet access – is only possible inside 19% of rural premises.

The recent pledge by government to prioritise the connection of hard-to-reach rural areas to faster broadband services is hugely welcome and it is important that this pledge is seen through to fruition.

Affordable housing
Average house prices are £44,000 higher in rural areas than urban areas (2017) and housing is less affordable – in predominantly rural areas, for example, lower quartile house prices are 8.3 times greater than lower quartile annual earnings (2016).

Rural communities also suffer from lower availability of affordable homes – for example, only 8% of households in villages live in social housing compared to 19% in urban settlements (2011 Census). Right to Buy policy has further reduced the stock of affordable rented properties in rural communities – between 2012 and 2015, for example, Right to Buy sales quadrupled to reach 1% of the stock each year.  Although the sale income is intended for reinvestment, only 1 replacement home was built for every 8 sold in rural areas during this period, and those replacements are rarely in the same settlement. Second homes and holiday lets often add to rural housing market pressures, especially in popular tourist areas – the Isles of Scilly (15%), North Norfolk (10%) and South Hams (9%) to name but a few.
One widely recognised method to increase the number of affordable homes built in rural areas would be to reinstate the universal requirement for small sites (less than 10 dwellings) to include a proportion of affordable homes within developments.  Despite some exemptions to this national policy, its impact is proving significant and negative for the delivery of rural affordable housing.  Prior to the policy change, this was the main way such housing was built and it required no public subsidy.  A simple solution would be to exempt all small rural settlements from this policy change, allowing affordable housing quotas again where they are most needed.
Transport

Rural residents need to travel further than their urban counterparts in order to access employment, services, cultural events and all other activities.  Those living in small rural settlements (villages and hamlets) travel an average of 10,159 miles per year.  This is 41% more than the average for residents living in urban settlements.

Less than half (49%) of households living in small rural settlements have access to a regular and nearby bus service. However, local authorities in rural areas have far less funding to support bus services.  In 2017/18 predominantly rural areas received £6.72 per resident to subsidise services, compared with £31.93 in predominantly urban areas.  Figures for funding to cover concessionary bus fares were £13.48 (rural) and £25.54 (urban) respectively. Financial cuts over recent years have exacerbated an already precarious position with regard to public transport provision and rural areas.

The current government consultation with regard to Cross Country train services includes an option to reduce stops at stations between major conurbations as a mechanism to reduce overcrowding. Although only one option under consideration, if implemented this would have a significant impact on accessibility for rural residents and would constitute a failure to rural proof national policy proposals.
Given the geography of rural areas, it is inevitable that many bus routes require some form of subsidy in order to survive.  The widespread cuts to rural bus services are primarily a result of the long-term squeeze on local government funding coupled with the ever increasing costs of providing statutory services, especially Adult and Children’s Social Care, driving funding away from other services such as public transport subsidy.  That must now be brought to an end.  Funding rural bus services would also be much easier if the distribution of funding between local authorities was fair.  In 2016/17 urban local authorities received 40% more (£116 per resident more) in funding than rural authorities.  This historic funding imbalance needs putting right, taking full account of the added (sparsity) cost of delivering services, like supported bus routes, in rural areas.

This ‘Draft Response’ presents information which organisations may wish to include in their submissions to the Rural Economy Call for Evidence. Organisations are also encouraged to submit local evidence in relation to the issues raised as well as possible solutions in terms of initiatives and activities which have been proven to work.

RSN will be compiling a comprehensive response to the Call for Evidence. If you have examples of good practice which have undergone some form of evaluation and which RSN could usefully highlight please forward these to:

 andy.dean@sparse.gov.uk 

