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1. Introduction

Metropolitan areas have dominated the spatial policy agenda of governments in OECD
countries for the past 25 years or so. This urdgantric focus has been driven by the belief

that cites and citNE IA 2y ad T NB (GKS WSy 3IAySacehondes and KS A NJ
therefore they need to be fostered rather than frustrated in their efforts to generate
economic growth. Although there is a correlation between productivity, innovation and
agglomeration, these urbaoentric linkages have been exaggerated heseathe correlation

does not hold true for all cities in all regions (Tyler et al., 2017).

2 KFGQa Y2NB>X GKS LJ2f A Gekndic $patidd poticy Yids yedt sohd G KA
unintended consequences, the most damaging of which is the neglect eimedropolitan

I NBF &% LI NOAOdzf F NI &8 NHzNI € FINBFaod ¢2 | fFNBS
from the spatial policy agenda until very recently. Indeed, whenever rural and other
nonmetropolitan areas registered on the political radareyhdid so in a way that actually
confirmed theirsecondf | a&4 adl Gdza 6& o06SAYy3I NBFSNNBR (2
(Morgan, 2018).

In the following report we venture to suggest that this urbaentric era may have peaked
because of the ambined effects of three emerging trends, namely societal trends, intellectual
trends and political trends.

Societal trendswhile it is still too early to predict the lortgrm effects of COVHDL9, because

AGQa AYLRaaAroft S o2 onktheeghgnietalyimpéacs at th&rBomény, ReteNRA y 3
is a good deal of evidence to suggest that one of the effebtgbrid workingg could well be

KSNB (2 &adléeod C2NJ SEFYLIX ST Ay I &aLISOAIE NBL
average employee prefeed to work from home for nearly half the week (Williams, 2021).
Although the balance between home and office will vary from sector to sector and from firm

to firm, it appears that a majority of city centre workers prefer hybrid working to the
traditional 5-day commute, creating new opportunities for nometropolitan areas to recruit

and retain highly skilled people who would hitherto have looked to live in or close to the city.

While the normalisation of hybrid working does not spell the death of citiesleast because
agglomeration economies and fate-face communication remain powerful forces in the
generation and dissemination of knowledge, urban researchers predict that the pandemic will
YSOSNIKSE Saa GNRARIISNI aA 3 yiweFahdroypbology df2cides, £ OK
ddzodzZNb &> YR YSGONBLREAGIEY NBIA2YEAQ O0Cf 2NARLI

Intellectual trends the urbarncentric bias in spatial policy over the past quarter century has

its counterpart in innovation policy. One of the common mantragnovation policy studies

has been that innovation is largely an urban phenomenon. Indeed, one critic of urban bias has
4dzOOAYyOilfe adzYYINAASR GKS LINRPofSY Ay GKS T2
premise, as opposed to a research questiorK & OAGASa FNBX GKS F2vyi
(Shearmur, 2012: 29). According to this argument, the thrust of the mainstream innovation

policy literature is that cities are quintessential innovative milieus, the implication being that
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the rest of the panet plays little or no role in the innovation process. However, in recent years

there has been a healthy intellectual backlash against this udeatric bias as a new
generation of researchers is beginning to discover that innovative firms come inshapgs

FYR &aAl S$&a | yR KI finkagdsQaral s k8l adj nditbchl Atdipartn@sE (G K S A |
suppliers, customers and universities that is the critical factor in their success. In short,
NBEaSINOKSNE INB 0SIAYYAVWKSIHAISRRALBESHEND Rl i 24
it has been assumed to be (Eder, 2018; Fitjar & RodriBose, 2011). This intellectual

Zeitgeist is also finding echoes in the policy world because the OECD recently launched a new
multi-country research programme thaims to explore the nature and extent ofiral

innovation.

Political trends perhaps the most important of all these trends is the new political trend in
spatial policy designed to give parity of esteem to moetropolitan places. The urban bias in
spatil policy provoked a political backlash in Aoetropolitan areas in many countries; so
YdzOK &2 GKFG NBaASIHNOKSNE Kl 9SS @I NA2dzafeé RSa
NE@Sy3aS 2F GKS LIX I O0Sa (KI-Argildd2¢020Rodriyueases N 0
HAMYyod Ly GKS 'Y O2yGSEG GKS LRtAGAOLIE ol O]
St SOG 2 NI f 4dz00Saa Ay 2ftR AYRdzZAGNAI f I NB I &
agenda, its new spatial policy priority according to Brane Minister (Johnson, 2021). What
remains to be seen is whether the levelling up rhetoric can be translated into levelling up
realities in the noAmetropolitan areas of the UK. Although the myatomised Levelling Up

White Paper has yet to materialisie rhetoric is already informing a wide array of policies,
especially spatial policy as well as policies that have not hitherto had an explicit spatial
dimension, such as innovation policy for example. But as we will see in chapter 2, the UK
Government UKG) has introduced a strong levelling up dimension into its recently launched
Innovation Strategy and it committed itself to enhancing research and innovation spending
2dziaARS (GKS WD2f RSy ¢NARIFIy3ItSQ 2F [2yPRYS>S hETF
research and innovation funds have been spent in the past (Forth & Jones, 2020).

The fact that new opportunities may be opening up for anatropolitan areas does not mean
that they will amount to anything because local agegfgms, local authorities, universities
and the like¢ need to have fashioned the collective capacity to wiorkoncert to make the
most of the rapidly changing spatial policy landscape in the UK. This capacity febasack
collective action is an important ingredient in the recipe for innovation and development,
especially in rural and nemetropolitan areasvhich do not enjoy the density of local actors
that characterise institutionally thick metropolitan regions.

All the international evidence suggests that a capacity for collective action depends on the
efficacy of linkages between local partners oe tine hand and between local and nrimtal

LI NIYSNR 2y GKS 20 KS NXordayisatioriabelatioBshipsih@tds mdsk S |j dz
critical for local and regional development (OECD, 2018).

While interorganisational collaboration betweemdal authorities has been underway for
some time in Wales, it has accelerated in recent years as a result of the City and Growth Deals
that we address in chapter 2. Also significant is the fact that a new Rural Forum has been

2



Exploring the innovation prospects for Carmarthenshire

created in Wales to represettie nine largely rural local authorities and the rationale for this
institutional innovation is twofold: to raise the collective voice of these -nwetropolitan

areas and to design joint solutions to common problems. To realise these twin aims a new
RuralVision has been produced to reflect the shared challenges faced by the Rural Forum
YSYOSNEZ AyOfdZRRAY3I WE 2SN LIR2LIz I GA2Yy RSY&aAdAa
transport infrastructure, higher costs of delivery for public services, and tpadts of broad
d20ALf YR SO2y2YAO GUNBYR& 2y NH2NI f O2YYdzyAd

It is no coincidence that a new Rural Vision emerged when it did. Although the nine local
authorities were concerned to counter the urba&entric bias in spatial glicy, they were

mainly animated by the fact that Brexit had triggered new threats and opportunities as a new

set of policies would need to be designed in the-UKareas including agricultural support,

rural development and regional economic investmetttat had previously been designed in

the EU context. Apost NBEA G SYOBANRBYYSyild 61 & LISNOSABSR |
AYGS3aINFGSR FLIINRI OKEZ O2yySOiAy3d LINBGA22dzate a

But as we will see in chapter @ more integrated spatial policy has been conspicuous by its
absence in the early days of the pdatexit era because the governments in Cardiff and
London have been unable or unwilling to synchronise their pkaseed policies.

Finally, a word abouthe origins and aims of this report. Carmarthenshire County Council
(CCC) has been one of the most-padive in Wales in addressing the twin threats of Brexit

and Covid. Among other things it has established an independent Business Advisory Group to
help the authority to design and monitor a pe§tovid economic recovery strategy (CCC,
2021). In addition, it has been a pioneer in applying for, and winning, successive awards under
0KS 2SftakK D2@SNYyYSyidiQa C2dzyRI GA2Yleture@ 22y 2 Y@
of its 13 bids to the Ukhanaged Community Renewal Fund, having already secured 2
important bids to the UK Levelling Up Fund. The commissioning of this report is arguably
FY20KSNI 443y z2adtivelpppBaciotd loeyl iolaBich anditéBpment.

The aims of the commission were both general and particular. The general aim was to identify
LINP LI Al f&a (2 &adzllll2NI GKS NBO2@OSNE FyR NBadN
innovation. The particular aims were to explore the cdmition of certain key sectors,
specifically: the role of the country council and the wider public sector, especially with respect

to the use of public sector spending power to support innovation; and to focus in particular

on the Foundational Economy; Hé#abnd Wellbeing; Digital innovation; and the impact of

Climate Change and the prospects of a Green Recovery by harnessing the potential of the
Circular Economy.

The commission proceeded through three stages: (a) a desktop analysis of key documents
such as the Business Advisory Group meeting notes, Economic Recovery and Delivery Plan and
the CLES report work on community wealth building and progressive procurertignt;
consultations with key stakeholders in the county, the region and the nation to identify the
challenges, constraints and future opportunities for innovation; and (c) the development of a
strategy to promote and support innovation in Carmarthenshire.
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Although we originally planned to conduct around two dozen stakeholder consultations, the
number eventually snowballed to 50 in total. These were all conducted on a Chatham House
basis, so no information in the report is attributed to anyone. Fortunatdlyhe stakeholders
consented to be included in the report and they are listed in the appendix. We would like to
thank them all for so generously sharing their time and their knowledge.

2. The multtlevel policy landscape

The postBrexit era has al@dy witnessed significant changes to governance systems and
placebased funding schemes. National and local policymakers in Wales will need to keep
abreast of these changes because governance and funding need to be understood in terms of
the new multilevepolicy landscape in the UK. For the first 20 years of devolution{jbased

funding schemes were largely governed by a combination of EU regulations on the on hand
FYR 2SfakK D2@SNYYSyd LRftAOASa 2y (KS 20KSNE
2NBSGIQ FiGAGdzRS G2 GKS LRftAOE R2YFAya GKIFQ
nations. In this policy context, local authorities were attuned to slupranational level in

Brussels and thaational level in Cardiff Bay, since the UK level seefpetth distant and

removed from economic life in Wales, even though large economic levers remained in London
thanks to the Reserved Powers model of devolution (OECD, 2020).

In governance terms the pfBrexit past could not be more different to peBtexit Britain,

GKSNBE GKS WRS@2ft @S yR FT2NBSGQ FGGAGdzZRS KI &
Ad a2YSGAYSa NBFSNNBR (2 I a \rfoizkpditesl thhdgalzy A 2 v A
this new governance system carries important implications for the way in which phassti

policies are designed and delivered, especially the Shared Prosperity Fund that is intended to
replace the EU Structural Funds.

In this chapter we briefly focus on each of these new levels of governance to identify some of

the key challenges, one of which is how to forge the necessary multilevel synergies without
which placebased policies are rendered ineffectual. To this end we foou$ajthe UK level
whereplacedd  a SR LJ12f AOASa | NB adzllll2 4SR Huespdid y i NR 6
policy agenda (ithe national level in Walgsvhere the Welsh Government is designing a new
placebased innovation strategy and (t)e subnaional level where local authorities are
increasingly engaged in twiter working arrangements: regionally through their City and

Growth Deals and locally within their local government jurisdictions.

The UK Level: the new centralism

The Devolved dministrations in Scotland, Wales and Northern Ireland have been forced to
adjust to a radically new political environment where the UKG plays a much more
interventionist role inall parts of the country. What is now abundantly clear is that UKG plans
to assume the role that the European Commission once played in the management of the
Structural Funds, albeit with one major difference. The main difference is that UKG intends to
be more pervasive and more prescriptive than the EC was either able or wollogg tlespite
economic development being a devolved competence. This is¢hwe centralismand it is

4



Exploring the innovation prospects for Carmarthenshire

most clearly embodied in and symbolised by the United Kingdom Internal Market Act
(UKIMA). The Act came into effect on 18 December 2020 and it representswiest point

of inter-governmental relations in the history of devolution in the UK. Not surprisingly, the
Welsh and Scottish Parliaments refused to give their legislative consent to the Internal Market
Bill. The key provisions of the UKIMA includeftiilowing: new rules on how legislatures and
governments in the UK can legislate to regulate goods and services in future; the regulation
of professional qualifications in the UK; giving UK Ministers new spending powers in devolved
areas; and reserve powgfor UKG related to subsidy control. Of all these provisions, perhaps
the most controversial are the mutual recognition principle (section 2) and the financial
assistance powers (section 50).

The mutual recognition principle for goods means that goo@slen or imported into, one

part of the United Kingdom that comply with relevant legislative requirements in that part,
can be sold in the other parts of the United Kingdom, without having to comply with any
relevant legislative requirements in those othgarts. This principle in effect means that the
Devolved Administrations cannot regulate the supply of goods in the Celtic nations if they are
deemed to comply with regulations in England, thereby neutering their policies in all the
devolved areas.

Secton 50 of the Act gives the UKG wide powers to provide financial assistance to any person
for, or in connection with, a wide range of specified purposes. These purposes include
promoting economic development, providing infrastructure, supporting cultur@ides and
events, and supporting educational and training activities and exchanges. The financial
assistance powers extend to funding activities in policy areas devolved to the Celtic nations.
It was under these financial powers that UKG launched thmeranity Renewal Fund and the
Levelling Up Fund (Welsh Senedd, 2021). This Act proved to be so controversial that the three
finance ministers of the Devolved Administrations issued a joint letter to protest about the
way it allowed UKG to bypass devolvedvgmments and undermine the devolution
settlements. The crux of their protest letter is reproduced below.

Wi aAyYAaldSNE Ay (KS 5S@2f SR D2OSNYYS
G2 NBIAAGSNI 2dzNJ aKIF NBR O yypssdNdémocraticalydzgre
devolution arrangements to deliver the Levelling Up and Community Renewal
Fyy2dzyOSR &G . dzRISG HnanumMX¢KS 'YD A3dyd
requests to input to the development process for these funds forost three years and

27

y i a

edi K S
Funds

NB R
is

a

l.j

now using powers under the UK Internal Market Act to bypass us completely. It is ig
2dzNJ NBaLISOUAYS RS@2ftdziA2y | NNIy3aISYSyi
rather than those of the people of Wales, Scotlasmad Northern Ireland. This must
addressed before further policy development takes place on the Shared Prosperity
Denying us any meaningful input, harms the effectiveness of these funds, will du
resources, and risks value for money and tichiavement of better, fairer outcomes, whi
2dzNJ O2YYdzyAGASAE YR LIS2L)X S RSASNBSQ 62

P

G

a >
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A second key difference is the quantum and nature of the funding in comparison to EU funds.

Though much later than originally planned, the firstriche of funding under the Levelling

Up

and Community Renewal Fund has been announced and the results have been uneven across

5
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the UK and within Wales. In addition to these announcements the 2021 Spending Review also
unveiled a whole series of other levaly up initiatives, some of which set worrying
precedents. For exampléhe first allocation from the UKSPF was made in the form of the

£560 million for a programme to improve adult numeracy across the UK over a three year
period. As fiscal analysts in thel £ S& D2 @SNy I yOS [/ SyiNB 02y Of d
spending announcements in areas devolved to Wales (including education) trigger a Barnett
consequential. However, since the programme is funded from the Shared Prosperity Fund
rather than the Departmg &0’ F2 NJ 9 RdzOF GA2y Qad RSLI NIYSyalrt o
The Levelling Up Fund and the Shared Prosperity Fund have been treated as separate
RSLINIYSyda Ay GKS 0dzRISG R20dzYSydasz gAGK y?2
Analysis, 2021).

The 2021 Spending Review was also notable for the fact that the levelling up strategy was to

be applied to domains that hitherto had been largely untouched by spatial policy
O2yaARSNI GA2yas tA1S NBASENDODK | yRovammgr g (A 2
will ensure that an increased share of the record increase in government spending on R&D

over the SR21 period is invested outside the Greater South East, and will set out the plan for
doing this in the forthcoming Levelling Up White Paper. Tiwestment will build on the

support provided throughout the UK via current programmes such as the Strength in Places
Cdzy R YR GKS /FGFLWzZA G ySig2Nl€é06!'Y D2OSNYYSyi

The multiple levelling up initiatives announced in SR21 highlight the growilugnog of

central government in the devolved nations, underlining the need for coordination and
collaboration between the administrations in London and Cardiff Bay. This issue needs to be
addressed as a matter of urgency because the current system ofgoi@rnmental relations

in the UK is suffering from the lowest level of political trust since devolution was established.

The Dunlop Reviewofinted 2 S NY YSy i f NBf I dA2ya O2y FANNSR
is a broad consensus, with whichthe Réviel ANS Sasz GKI 0 GKS ! YQa Ayl
machinery is not fit for purpose. The problem should be addressed by the creation of a UK
Intergovernmental Council (UKIC). It would replace the Joint Ministerial Committee and reset
relationships for thefuture. It would be a forum for coperation and joint working on both
2LILIR2 NI dzyAGASE YR OKIftSyaSaéeé o[ 2NR 5dzyf 2 LI

The challenge of multilevel policy coordination is arguably the most serious governance
problems in posBrexit Britain and it is symbolised in microcosm by the fact that central
32 @S NJ/ Mah yoii \Weadesvas written without UKG having a single conveimatvith the
Welsh Government. In the context of the new muétvel policy landscape, when research,
innovation and regional economic development are ever more dependent on harnessing
multiple funding schemes at different levels of government, the faiboreollaborate is a
recipe for disaster if it is allowed to continue.

The National Level: two models of devolution

The UK and national levels provide the context and shape the nature of the opportunities at
the regional level. The Welsh Governmentrently finds itself negotiating with two rapidly

6
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evolving models of devolution in Wales. For the first 20 years of devolutiameti@nalmodel

of devolution (from London to Cardiff) was the only game in town. More recently, however,
this national moel has had to c@xist with asubnationalmodel of devolution within Wales

as four regions begin to take shape to deliver their City and Growth Deals and, from next year,
to assume new powers under the proposed Corporate Joint Committees. In other woeds, t
Welsh Government finds itself in the middle of a new multilevel polity in the UK and this is
doubly challenging because of the new centralism in the UK and the new regionalism in Wales
where the policy landscape seems set to become ever more polycefthis new multilevel
policy landscape means that the Welsh Government needs 4bin& its role in regional
development along the lines of the recent OECD review, which recommended a more
strategic role for the national government as we highlight be{(®&ZCD, 2020).

As regards its relationship with London, the Welsh Government has said that UKG is acting in
WLy F33INBaargSte dzyAfl G4SN € greQ 26l NRa
Drakeford, summed up the inted 2 S NY YSy £ LINROf SY seerdthed | @ Ay
constructive and collaborative relationship between the governments of the UK that is
SaaSYGAlIfQ 65N 1STF2NRI HAHMO D

i

K

The Welsh Government feels it is being bypassed as UKG seeks to deal bilaterally with
individual local authorities, a stance thahdermines existing spatial policy goals which aim

to build regionalconsortia of local authorities for City Deals and Growth Deals, all of which
involve atrilateral partnership between UKG, Welsh Government and Local Government
(Waite & Morgan, 2018).dcal government leaders in Wales are concerned about these new
F2N¥a 2F O2yGSadiSR I20SNYIyOS o685 Onagdialbguer § KS A
stands out from the points made above. It could become very confusing if different tiers of
governmentare giving different messages, developing competing initiatives or, worse still,
O2YyUNI RAOU2Z2NE 2ySaé¢odo2[ D! HAHMY noo

In this new multilevel policy environment it is important to refer back to one of the key
recommendations of the OECD review of regiodevelopment and public investment in

2 fSad DAYSY (GKS 2SfakK D2OSNYyYSyidiQa (GdSyRSyOeg
is an urgent need for stronger horizontal and vertical coordination of regional development
activity among actors and for a strger incentive for them to work together. Among other
GKAy3azr GKSNBFTF2NBZ Al dzZNASR GKS 2SSt akK D2 @SN
setting objectives, coordinating policy and monitoring performance, while subnational
authorities concentrateyy YSSUAy 3 GKSANI aSNIWAOS NBalLRyaAo!

Although the OECD report contained valuable findings and judicious recommendations, it was
never asked to address the issue of inggvernmental relations in the UK, the issue that
subsequentlytranspired to be the biggest governance problem in pBs#xit Britain, namely

the problematical relationship between the governments in London and the devolved nations.
At the time of writing there are no ministerial meetings taking place between the
governments in Cardiff and London, save for the fortnightly meeting between Michael Gove,
the Secretary of State for Levelling Up, and the First Ministers of the Devolved
Administrations. In fact, the only substantive discussions that have taken place lretwee
Wales and UKG on the Shared Prosperity Fund have involved not the Welsh Government but

7
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Welsh Local Government Association officers, who were invited to be part of a SPF Task Force
convened by Whitehall. Clearly, the state of inggvernmental relationsn the UK is crying

out for urgent attention because innovation and regional development schemes need to be
aligned if they are to be impactful.

Although research, innovation and regional development funding will increasingly come from
the UK level (anddm the EU level for Horizon Europe funding), these funds could and should
be synchronized with the priorities of the democratically elected Welsh Government. These
priorities are summarized in the form of ten wéking goals in the Programme for
Governmaet for the Sixth Senedd and they are highlighted in Figure 1 below.

Figurel The Ten Welbeing Goals of the Programme for Government

z > . 2 Continue our long-term programme of
Provide effgcxl;\;e.hhng:\hqualnty and education reform, and ensure educational
sustainable healthcare. ~ inequalities narrow and standards rise.
Protect, re-build and develop our Celebrate diversity and move to eliminate
services for vulnerable people. inequality in all of its forms.
Build an economy based on the principles Push towards a million Welsh speakers,
of fair work, sustainability and the industries and enable our tourism, sports and arts
and services of the future. industries to thrive.
Build a stronger, greener economy as Mak 2 d vill
we make maximum progress towards ba e Oulr cities, to:‘n; an 2 villages evin
decarbonisation. etter places in which to live and work.
Einbiad G TalBohsa e Hie Lead Wales in a national civic conversation
cliate andzatur'e) PR about our constitutional future,
2 9 y and give our country the strongest
everything we do.

possible presence on the world stage.

The fact that none of these goals explicitly refers to innovation is because the Welsh
Government wanted innovatiog technological as well as social innovatipto inform each

and every goal, as opposed to the innovation strategy being a stand alon¢hgoalid so
much to undermine it in the past (Delbridge et al., 2021). Many of thesebeeily goals
reflect the two key priorities of the Welsh Government, namely the twin commitments to the

Wellbeing of Future Generations Asstd the decarbonizationtiategy to achievéNet Zerdoy
2050.

The WFG Act is laudable in principle but challenging in practice because the public bodies that

are subject to its mandate have been denuded of capacity during a decade of austerity under

the Cameron and May govaments. The Future Generations Commissioner has found the
contrast between promise and practice to be most pronounced in the sphere of public

LINE OdzZNBYSyYy (> gKSNBE (KS-0l9AYIWi KH a2 TSNy W AN rdy
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series of factors, includgnlack of leadership within public bodies, inadequate skills sets and a
focus on process rather than outcomes (Future Generations Commissioner for Wales, 2021).

The Net Zero priority is the most significant of all the priorities because, even though the
public may not be fully aware of its implications, it will have the most transformational impact
on everyday life over the next 25 years, affecting how and where we work, how we travel,
what we eat and how we heat our homes and buildings (Welsh Governr2@2ie). The Net
Zero commitment also highlights better than any other policy sphere the need for good
intergovernmental relations because decarbonization involves both devolved and reserved
powers as Figure 2 indicates.

Figure2 Policy Responsibilities for Decarbonisation in the UK

Inter-governmental collaboration is also required in the devolved policy spheres within Wales,

where local government is just as important a player as the Welsh Government in
implementing policies in agriculture, land use, energy efficiency and waste mareag etc.

that contribute to the Net Zero strategy. Designing strategies has never been a problem in
Wales because they have proliferated over the past twenty years; the real problem has been
GKS WRStAGSNE 3l LI 06S06SSy lansnfatiohdhRohgedtidt | Yy R
0KS h9/5 FTOGUNROGdzISR (G2 WI GSyRSyoOe (G2 62NJ A

As the Welsh Government prepares to launch its new innovation strategy it would do well to
remember that organizational issuegsecially how it relates to and works with its partners

in local government, business and civil socegre the most important issues if Wales is to
meet its Welbeing and Net Zero goals. The new Welsh innovation strategy is expected to
appear in Spring022 and it will be based on the following five priorities:
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A Ensure Wales has a fair share of available research, development and innovation
funding and we will work to secure funding levels at least equivalent to those we
received historically, via thEeuropean Union. We will also work to address historic
underfunding from both competitive and necompetitive UK investment sources.

A Deploy research, development and innovation capacity to supporPoogramme
for Governmentocus on climate change, eneitrmental recovery and
decarbonisation, including support for local government decarbonisation plans.

A Build our research, development and innovation capacity in health and life sciences
while ensuring Wales is a full partner in delivering the UK Life Ggevision.

A Develop a new cros#/elsh Government innovation strategy, with a particular focus
on driving impact.

Al 2yiAaydzsS G2 aANRg 21 f35aQ OFLIOAGE F2N SEOS
2F {sNJ/ &YNUzQ ocaMittes MdteinénE RiveBriorities forreséarch,
development and innovation, 23 November, Welsh Government).

The Subnational leved new twatier system

Although local authorities are often perceived to occupy the lowest and least significant rung

of the multilevel policy landscape, this is unfortunate because it neglects the fact that local
government has two unique functions:) (g is the main agent of policy implementation and

(b) it enjoys the closest proximity to citizens. These two functions will assume ever more
AYLRNIFYOS 06SOFdzaS LRtAOe AYLX SYSyGlraGAz2y Aa
and proximity to ciizens is the key to effecting behavioural change at the local level, where
f2g OFINbz2y fAFSadtetsSa ySSR (2 6S FNIYSR IyR
(where one lowOF Nb 2y KF oAl OFy WaLAtf2@8SNDR G2 yz2i
topeerengagement at community level (Mcloughlin et al., 2019).

In Wales the subnational level is witnessing unprecedented change as local authorities are
now working in a new twaiered system. In addition to their traditional localbyased service
functions,they are also regionally engaged in delivering their City and Growth Deals and in
the process of becoming Corporate Joint Committees in their respective regions, where they
will assume responsibility for strategic planning, transport and economic wedjbein

As regards its regional context, Carmarthenshire is a member of the Swansea Bay City Region
(SBCR). Formed in 2013, the SBCR is a joint venture between four local authorities,
Carmarthenshire, NPT, Swansea and Pembrokeshire, and the aim is to thidwansea

Bay City Deal (SBCD), which was agreed in 2017. The SBCR is a highly diverse City Region,
straddling urban and rural areas with a total population of nearly 700,000, making it the
second largest region in Wales after the Cardiff Capital Regibe investment objectives of

the SBCD portfolio are threefold:
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1. To create over 9,000 skilled jobs aligned to economic acceleration, energy, life sciences and
smart manufacturing across the region within 15 years (2017-33)

2. To increase the |Swansea Bay City Region GVA by £1.8-2.4 billion through the SBCD by 2033
and contribute to the region achieving 90% of UK productivity levels by 2033

3. To deliver a total investment in the region of £1.15-1.3 billion in the South West Wales
Regional economy by 2033

Source: Swansea Bay City Deal (2021)

The SBCD is a partnership of eight regional organisations made up of local authorities,
universities and health boards that aims to accelerate economic and social advancement
through regional infrastructure and investment funds. The SBCD partners are:

acC

City and County of Swansea Council
Neath Port Talbot Council
Pembrokeshire County Council
Swansea University

University of Wales Trinity Saint David
Hywel Dda University Health Board
Swansea Bay University Health Board

To To T o Do Do T I
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This section does not address the minute details of the SBCD, or the challenges facing the
South West Wales region, because these have been well documented already (SQW, 2021)
(SBCD, 2021; SQW, 2021). However, it is worth highmggtite pivotal role that CCC occupies
within this new regional architecture and in the governance of the SBCD itself. As well as being
the Accountable Body for the whole City Deal, CCC is also the lead authority for 4 of the 9
SBCD projects as we can semf Figure 3 below.

Figure3 SBCD Project Portfolio and Lead Organisation

Lead Organisation Programme / Project Strategic theme
Yr Egin Economic Acceleration
Carmarthenshire County Skills & Talent Economic Acceleration
Council Digital Infrastructure Economic Acceleration
Pentre Awel (LS &WB Village) Life Science & Well-being
Economic Acceleration
City and County of Swansea S.wans.ea Waterfront. - - -
Cotndl Life Science, Well-being and Sport Life Science & Well-being
Campuses
Homes as Power Stations Energy
Neath Port Talbot Council Supporting Innovation and Low ,
Smart Manufacturing
Carbon Growth
Pembrokeshire County Council | Pembroke Dock Marine Energy

Source: Swansea Bay City Deal (2021)

CCC plays a distinctive role in the SBCD arrangements on two counts because it is the lead
organization on more projects than any other local authority and its projects involve a
combination of economic development and health and wellbeing that caterrfdrrasonate

GAUK (GKS SYGANB NBIA2YS a4 2LIIRaSR (2 {6l ys
confined to its own local jurisdiction.

Although it is too early to judge the success or otherwise of the SBCD projects, what is already

clear is that theéviggest challenges facing the region are twofold: (a) how to fashion a coherent

and effective regional innovation ecosystem from eight somewhat disparate partners and (b)

how to mobilise sufficient investment sources, especially from the private secoause the
dzaiAySaa /1+aS FNBSte O2yOSRSa GKIFG WikKS [/ Ade

Sy3r3asySyid 2F FyR O02fftlro0o2NIGA2Y 6A0GK GKS LINA

As regards the local dimension of the ttier system, he business development function is

the most pertinent to innovation and local economic development. But this business

development function occupies a paradoxical status: although it is the most critical function

of all from an economic development perspige, it remains anon-statutory function of local

government. This nostatutory status helps to explain why many local economic

development departments have been so severely reduced in recent years, denuded by a

decade of austeritdriven budget cuts.

Although all local authorities have been affected in this way, CCC is especially challenged
because it has one of the most ambitious economic recovery plans in Wales and this exacting

12
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strategy places extra demands on its internal capacity and resourcesn€lude this section,

we briefly consider three ways in which CCC is seeking to engage more effectively with its
local business community through public procurement, planning policy, and business
support.

As public procurement is addressed in mordailein chapter 4, here we simply want to
register its strategic significance. For the past 20 years public procurement has been touted
as a panacea for many problems in Wales, be they economic, social or environmental
problems. But reforming procuremeipracticeis easier said than done because a culture of
low-cost contracting is deeply embedded in the Welsh public sector; so much so that a recent
review of public procurement found it falling short of meeting the WFG goals (Future
Generations Commissionér Wales, 2021). But the potential of public procurement is clear

for all to see. In the case of Carmarthenshire for example, CCC spends nearly £250 million per
annum on goods and services, with adult social care accounting for 34% of the total and
constuction accounting for another 20%. As we will see in chapter 4, CCC is now pursuing a
series of reforms to achieve two goals: to enhanceah®untthat is spent in the county and

to maximise thampactof that local spend.

Planning is another local gesnment policy that has a direct impact on the local business
community because of its capacity to either foster or frustrate economic development. It is
no secret that planning has been a problematical function in Carmarthenshire for many years,
triggering perennial complaints from the business community and compromising local
regeneration efforts (Audit Wales, 2021). Fortunately, these problems are now being
addressed in a methodical fashion and a series of reforms has been put in place which will
reduce the backlog of applications and expedite major projects that have a significant
economic impact. Through these reforms CCC aims to make the planning function part of a
more integrated and sustainable plaogaking process rather than the siie functionit has

been in the past.

Finally, there is business support. Although this is astatutory function as we have seen,

it has a higher status in CCC than in many other local authorities in Wales. As we noted in the
introduction, CCC has been one of theosh pro-active authorities in commissioning a
postCovid Economic Recovery and Delivery Plan and in establishing an independent Business
Advisory Group composed of key figures from the local business community in the county
(CCC, 2021). Being a county tbaintains a mix of urban and rural communities, the business
support function needs to strike a judicious balance between its sectoral and spatial focus.
On the sectoral front the plan has chosen to focus on a combination of foundational sectors
and highgrowth sectors as in Figure 4 below.

13
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Figure4 Sectoral Focus of the Economic Recovery and Delivery Plan

Locallsm/foundational economy High growth competitive sectors

e Micro and small business growth
and upscaling

e Building strong sustainable &
resilient communities

¢ Closer to home solutions

e Better-paid local employment

e Strengthen local procurement &
supply chains

* Innovation through local
university/institutions

e Transform hard hit sectors - retall,
hosplitality, tourism, culture - to
adapt and find new markets

e Green tech & energy efficient
homes

Focused activity that supports
these sectors

Scale-up mid-sized, grounded firms
Advanced materials &
manufacturing.

Creative Industries - Weish
language media

Green economy Inc. low carbon
energy & reduction.

Health, care & life sclences.
Agriculture, food production &
processing.

As we explore the prospects for some of these sectors in chapter 4, suffice it to say that the
high-growth sectors tend to be the targeted sectors of many other cities and regions in the
UK, which means that CCC needs to be more granular and targetedestéct to its USP
and with what it chooses to supportithin each of these sectors.

As regards the spatial focus, which receives less attention in the Economic Recovery and
Delivery Plan, CCC plans to build on its Ten Towns programme, an initiatiemdrged from
a Rural Affairs Task Group inquiry. The rural question is much more important in

Carmarthenshire than it is in Wales generally because 61% of its population is deemed to be

WNXzNJ f Q@ O2YLJI NBR (2

2dza i

0 072 Tyidk Graup, 2019y hed

Ten Towns strategy is funded through the 2@B20 Rural Development Programme and
such funding will end in 2023, raising big questions as to how business support and economic
development will be resourced in the county when EU fagdends. Currently business
support in Wales (covering Business Wales and the SMART suite of innovation schemes etc)
is funded to a tune of £27 million per year from EU funds and there is currently nothing in

place to replace these funds.

o/ N

But as we shll see later, future funding for business support needs to be framed as one part
of a larger question about theegional innovation ecosystem West Wales, the plaeeased
networks through which local partners work in concert to achieve collectively ndva¢ can
achieve on its own. Although CCC has done relatively well in securing project funding from
the first tranches of the Levelling Up Fund and the Community Renewal Fund, these modest
projects are no substitute for securing the much larger fundimgashs that will come from
the significant increase in R&D funding, which is likely to fund Innovation Deals and the like,
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building on successful plat®sed innovation schemes like the Strength in Places Fund (Jones,
2021).

The business support system in the county and the region needs to be fit for purpose if it
wants to take advantage of this new funding era. This era will set a premium on innovationled
research, and the D side of the R&D spectrum, meaning that partnerdiepseen
universities and enterprises will be prioritised along with ptaesed consortia in which local
authorities can play an important role in convening and managing the consortia. As all
organisations have capacity constraints, the way forward ima@e a virtue of necessity by
pooling resources to find joint solutions to common problems. CCC cannot be expected to
engage with all the businesses in its county on its own slender resources, still less to generate
granular knowledge of these businesdast it can do these things in concert with its partners

in a regional innovation ecosystem assuming the county and the region have the
wherewithal to fashion such a system. This conception of CCC as (part of) an innovation
ecosystem is a central thread bur report.
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3. The local and regional context for innovation

This section draws together key socioeconomic statistics on Carmarthenshire with the
intention of providing contextual information in support of the Local Innovation Strategy. It
does notreport on traditional metrics of innovation such as research and development, as
these are not collected at the level of local authorities (in Wales), but does provide an
indication of how well firms in Carmarthenshire are engaging with the innovatiopastip
programmes of Welsh Government and Innovate UK.

Socieeconomic position

Figure Shows that Carmarthenshire and the wider South West region have a high proportion
of sparse settlements relative to the most urban parts of Wales. It is estintagg¢dhere are

some 112,921 people living in rural areas of the local authority area, representing 61% of its
population (Carmarthenshire Rural Affairs Task Group, 2019).

Figure5 Settlements in Wales by rurafban classificatin, 2011
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Source: Statistics for Wales (202@)ps://gov.wales/sites/default/files/statistics
andresearch/2026005/summarystatisticsregionswales2020629.pdf
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The population of Carmarthenshire (188,171, 2019) has grown steadily in recent decades
though natural growth (fertility/mortality) as well as population in migration (see Figure 6).
Such net inflows have been highest in theG@®age group

Figure6 Carmarthenshire internal migration flows

Source: Edge Analytics (2019)
https://www.carmarthenshire.gov.wales/media/1221659/ed@malyticsaddendum
201%nglish.pdf

D+ ! LISN) KSFR LINPGARSA |y AYRAOIiy2Ndre2¥ (K
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Wales average. Caution is required in interpreting regional GVA figures, however, as it can be
influenced by factors such as commuting (see Experian6)20@ recent years analysis

reported in the Carmarthenshire Economic Recovery & Delivery Plan (CCC, 2021) suggests
that GVA fell at the start of the pandemic, but is expected to recover to itpanelemic

levels within three years (in the most optimissicenario).
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