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BY DAVID FROST, LEP NETWORK CHAIR

Private-sector-led growth based on local strengths, assets, knowledge, innovation and
entrepreneurship is what will drive our local economies, helping to push the UK into economic
recovery and growth.

That is why Local Enterprise Partnerships (LEPs) have such a vital part to play in the challenges and
opportunities facing us today. They offer a business-led approach to enable and facilitate local
economic growth and development.

The report highlights some of the opportunities and challenges facing LEP areas. Of course, the
LEPs themselves are the best source of knowledge and insight on context behind these, and how
they plan to respond. Every LEP has the potential to enhance and maintain their standing as a
competitive business location.

Thereportalsor eveal s that, whilst there are common ec«
localities, there are also significant differences. Each area has a different economic structure,

historical development path, rurality and size. Localities are at different stages of restructuring and

growth and faces unique challenges.

There are significant global opportunitesand Engl andds lrewel placesl tocapitaliee e s
on these. The world economy is predicted to grow between three and four per cent per year over the

next three years, and global trade and consumer expenditure are expected to continue their strong
growth. In particular, developing nations are providing more and more opportunities for local

businesses that can operate internationally. Growth will be strongest in the fast-growing developing
nations with large populations and rapidly growing consumer expenditure, such as China and India.

We would do well to remember that the UK has remarkable strengths in international markets. Only
last year, the World Bank announced that the UK remains the best place to do business in the EU
and the G8, and is the fourth-best place to do business in the world. And these strengths derive from
local assets such as skills, education and infrastructure, which play a big part in decisions to invest in
the UK.

Local Enterprise Partnerships, and the local economies and enterprises that they seek to promote
and develop, very much represent a local opportunity in an expanding global economy.



TAKING MEASURE OF THE LOCAL CHALLENGES AND OPPORTUNITIES IN
ENGLAND

This report provides a starting point for considering the opportunities, challenges and priorities for
LEP areas. It offers an evidence-based assessment of where LEP area economies currently stand in terms of
their economic characteristics and recent performance. The report is a tool to help places understand the
fundamentals of their economies, to help them assess how they have changed since the previous year, and
take advantage of their strengths and to meet their challenges.

There is no single recipe for success, and LEPs themselves will be best placed to choose which
priorities and actions to follow. All LEP areas have the potential to enhance and maintain their standing as
competitive business locations - whether underpinning the success of local, home-grown enterprises,
improving infrastructure and skills, or trying to retain or attract external investment.

LEP areas are all different - in their economic structure, development paths, level of urbanisation, rurality and
size. They range from the predominantly rural, such as Cornwall and the Isles of Scilly, with 92 per cent of its
population classified as rural; to the overwhelmingly urban such as the Black Country, with 99.8 per cent of its
population classified as urban.

LEP areas are also significantly different in geographical and population size. The largest LEP by land
area is York, North Yorkshire and East Riding. It covers 10,717 square kilometres and had a population of
1,140,800 in 2010. The Black Country, with the smallest land area of 357 square kilometres, had a population
of 1,096,400 in 2010.

LEP area economies also show significant differences in structure, stages of growth, and industrial
composition. Private services employment is more dominant in London, Thames Valley Berkshire,
Hertfordshire, Buckinghamshire Thames Valley, Enterprise M3, South East Midlands, Cheshire and
Warrington and Coast to Capital i accounting for over 55 per cent of all employees. Manufacturing remains
important in LEP areas such as Cumbria, Humber, Black Country, The Marches, Worcestershire, Lincolnshire,
Leicester and Leicestershire, Lancashire and D2N2, supporting 14 to 15 per cent of total employment.

All LEP areas experienced localised job losses during the recession. Evidence from Experian suggests
that certain LEP areas are more resilient than others 7 they are more able to withstand and respond to shocks

in the external environment. LEP areas such as Enterprise M3, Buckinghamshire Thames Valley and Thames
Valley Berkshire rank highly in terms of overall resilience due to the presence of high levels of

entrepreneurship, skills and low unemployment. LEP areas such as North Eastern, York, North Yorkshire and
East Riding, and Liverpool City Region r ank t he hi glaes tr eisnildtedonfactersisoadh aso p |
good housing affordability relative to the rest of England, and school qualifications attainment levels.

Whilst the recovery from recession brings new challenges, the long term ones also remain. For many
local economies, their future levels of economic prosperity are closely tied to their past performance. Changing
the economic profile and performance of a local area substantively is a long-term exercise. When the
economic performance of each LEP area is examined over the decade from 1998 to 2008 (before the onset of
recession), the relative economic position of a substantial number of LEP areas relative to others had not
changed much. The exceptions to this rule are the LEP areas which have seen marked relative improvements
in their performance, such as Heart of the South West, Dorset, South East, Greater Cambridge and Greater
Peterborough, North Eastern, and Solent.

High levels of productivity, skills, innovation, enterprise and competition are features of high-
performing local economies. For those LEP areas which continue to face economic restructuring
challenges, developing these high performance features will take a long time to build or emulate. These
factors are strongly related to the nature of economic activity in a local economy and the types of industries,
firms and institutions in the area. Local economies need to foster demand for these factors as well as supply.



LOCAL ENTERPRISE PARTNERSHIPS - THE LOCAL OPPORTUNITY IN AN
EXPANDING GLOBAL ECONOMY

Local growth and restructuring must be private-sectorled. Engl anddés LEP areas ar e
unprecedented public-sector budget and employment cuts. The emphasis must be on how the private-sector
can help restructure local economies and create new jobs and prosperity.

The opportunities are gl obal and Engl and 6 sThelworld a | ecc
economy is predicted to grow between two and four per cent per year over the next two years. Global trade

and consumer expenditure are expected to continue to grow strongly. Developing nations offer new market
opportunities for local businesses. Growth will be strongest in the fast-expanding developing nations with large
populations and rapidly growing consumer expenditure, such as China and India.

The UK remains the best place to do business in the EU and the G8. According to the World Bank, the UK
is also the most attractive destination in Europe for Foreign Direct Investment (FDI). The strength of local
assets plays a big part in decisions to invest in the UK.

Many LEP areas are active in the global economy, with between 10 and 20 per cent of total employment in
activities that are strongly oriented towards exporting. At 20.4 per cent, Gloucestershire has the highest share
of employment in export-intensive industries. Cumbria and the Black Country are not far behind, with 20.0 per
cent and 19.5 per cent of employment in export-intensive industries respectively.

A number of LEP areas have a high proportion of jobs in foreign-owned enterprises. Coventry and
Warwickshire has 27.8 per cent of total employment in foreign-owned enterprises. Thames Valley Berkshire,
Enterprise M3, Leeds City Region and South East Midlands have close ties to the global economy with
between 20 and 25 per cent of total employment within foreign-owned enterprises.

To succeed in the international marketplace, LEP areas will need to build success on factors other
than cost-based competitiveness. Future local success will depend on the ability to compete through the
strength of local ideas (such as designs, solutions and customer value), innovations (successful commercial
exploitation of ideas) and connections (alliances, networks and access to markets).

To seize the global challenge, local exporters must diversify and trade with the developing world. UK
trade is underrepresented in the future growth markets of the developing world 7 the UK exports almost twice
as much by value to Belgium than it does to China. Overall, the U K éegport economy is focused on regions
where there will be slower market growth, such as Europe and the USA. This suggests that there is
opportunity and merit in significantly reorienting trade relationships towards growth markets in the emerging
economies.

There is much potential for attracting Foreign Direct Investment (FDI) to LEP areas, as evidenced by

the UK retainingi t s ranking as Europeds numb eThe WKrhas apbheiomeha st i
track record in attracting FDI, and has the second highest level total of foreign investment (after the USA). In
2010/ 11, the UKOG6s 1, 434 FDI pr & and created 42,800 rey joles.rFDIeaime o v €
from 54 source countries, increasing the capital stock of FDI by £41 billion. Over this period, 274 headquarters
located in the UK generating 21,000 jobs. The most important location factors for international investors

include telecommunications and technology infrastructure; legal, financial and business services; quality of life,
culture and language; education and highly-skilled labour; and an entrepreneurial culture.

CREATING JOBS AND PROSPERITY THROUGH LOCAL ENTERPRISE,
INNOVATION AND KNOWLEDGE

For private-sector growth and jobs we need successful enterprises. Entrepreneurs can identify
opportunities and resources and translate them into higher return activities by establishing new businesses,
increasing efficiencies and intensifying competition. Many LEP areas have significantly expanded their
entrepreneurial bases over the past decade. Buckinghamshire Thames Valley has 52 enterprises per 1,000
residents T the highest enterprise presence of any LEP area. Tees Valley LEP area has the lowest enterprise
presence, at 20 enterprises per 1,000 residents.



LEPareaswi t h high | evels of births and deaths have what
enterprising. LEP areas such as London, with a high birth rate of 13.1 per cent and a high death rate of 15.0

per cent, have dynamic, entrepreneurial economies with high levels of business creation and destruction.

Greater Manchester also displays a similarly dynamic entrepreneurial environment.

It is notable that the rate of business deaths exceeded births in 2010 in every LEP area, perhaps
reflecting the current economic and financial circumstances facing businesses.

A diverse range of LEP areas enjoy high three-year business survival rates, including Oxfordshire,
West of England, Worcestershire and Cumbria. Lower survival rates are as much a signal of high levels of
competition and risk-taking, as they are of the potential weaknesses of businesses and their local economies.
London has the third lowest three-year survival rate at 59.8 per cent. London is notable for its high business
start-up and failure rate. This is due historically to higher levels of entrepreneurship and a more intense
competitive and commercial environment.

The most successful local economies are those with high levels of innovation and knowledge-based
employment. Two-thirds of UK private-sector productivity growth between 2000 and 2007 was the result of
innovation according to a recent report by NESTA. LEP areas with the highest rates of economic growth over
the past decade and the greatest degree of resilience during the recession are all high innovation performers.
These include London, Thames Valley Berkshire, Enterprise M3, Oxfordshire, Greater Cambridge and Greater
Peterborough.

The leading local innovation and knowledge economies include Greater Cambridge and Greater
Peterborough. With its significant presence of scientific, engineering, technology and software activities, this
local area demonstrates significant levels of innovation; this LEP area had 43.1 patents per 100,000 residents
in 2007, the highest of all LEP areas and over four times higher than the national (England) average.
Oxfordshire has the second highest level of patents, at 33.4 per 100,000 residents, followed by Thames Valley
Berkshire at 24.6.

COMPETITIVE LOCAL PLACES THAT SUPPORT HOME-GROWN BUSINESSES
AND ATTRACT INVESTMENT

Access, availability of qualified staff, quality of telecommunications, transport links and value for
money office space are the top five factors that influence business location decisions according to 500
business leaders surveyed as part of the 2011 European Cities Monitor (Cushman and Wakefield).

LEP areas need to compete as locations for private-sector-led growth. To do this they need the
appropriate skills, infrastructure and institutions to give a competitive edge to home-grown business and attract
inward investment and jobs.

Skills contribute significantly to economic output and are a dynamic driver for enterprise, investment,
and new industries. LEP areas vary significantly in the skill levels of the jobs undertaken by local residents. A
higher proportion of residents are employed in managerial and professional and associate professional and
technical occupations in London (52.7 per cent), Thames Valley Berkshire (51.3 per cent) and Hertfordshire
(50.6 per cent). This reflects the importance of knowledge-based activities in these areas.

There is awide difference in the qualifications attainments levels of adults that live in LEP areas. In
particular, degree-level qualifications attainments differ significantly between LEP areas. In 2010, 41.9 per cent

of Londonés workforce had qualifications at degree |
cent in the Black Country. All but one LEP area increased the number of degree-level qualifications (or above)

in their adult population between 2005 and 2010.

Skills also matter for individuals, having considerable impact on whether they are in or out of work and
the wages they are paid. There is a very strong and positive correlation between levels of formal qualification
attainments, earnings, unemployment and labour market participation rates.

Transport and communications infrastructure are important for local economies as they facilitate the
integration of the local area into regional, national and international markets, allowing greater potential to
exploit local comparative advantage. Road transport is the predominant mode of transport in Great Britain,



accounting for 91 per cent of all passenger distance travelled in 2010. Analysis of road congestion in LEP
areas reveals acute problems in urban centres and inner London. In Leicester and Leicestershire average
morning peak time vehicle speeds are 34 per cent below the national average.

Broadband internet services are becoming increasingly needed as a mainstay for business, learning
and leisure. There are a significant number of broadband black spots in many LEP areas, especially in rural
localities, which do not receive download speeds at 2mbps or greater and are too slow to utilise next-
generation services. Increasingly, broadband access is becoming regarded as an essential service for
business, commerce, learning and culture; as well as offering transformational potential as a technology for
local economies.

There has been a significant expansion in commercial office floor space in England over the decade
preceding the recession. Between 1998 and 2008, an additional 17.8 million square metres of rateable
commercial office space was created. Areas that have been historically underserved by commercial office floor
space, such as the North Eastern LEP area, have seen increases of almost 80 per cent in the decade between
1998 and 2008. Almost an equivalent amount of factory floor space was lost over this period too - 19.2 million
square metres were lost, representing a decline of 9.1 per cent.

CREATING JOBS AND PROSPERITY ARE VITAL FOR LOCAL COMMUNITIES

The need to create local jobs and prosperity is great. The UK must generate 1.7 million new private-sector
jobs to offset job losses from the recession and from expected public expenditure cuts. 792,000 jobs have
been lost in the UK since workforce jobs peaked in June 2008.

All LEP areas have experienced increases in unemployment and job losses due to the recession, as
well as retaining their longstanding economic challenges i such as industrial restructuring and managing and
maintaining growth. Creating the conditions for maintaining and enhancing local jobs and prosperity are vital
for the success our local economies.

The 2008/09 recession was a serious downturn in the economy i and the labour market impacts are
therefore likely to be significant and long - lasting. Evidence from previous recessions tells us that some
individuals made redundant will find it difficult to re-enter work without assistance. Some of the young people
who cannot currently find work are at risk of long-term unemployment and becoming disaffected from the
labour market.

With the exception of London, the highest rates of unemployment are found in LEP areas in the North
of England and the West Midlands i the Black Country, Tees Valley, Greater Birmingham and Solihull,
Liverpool City Region and North Eastern. These LEP areas have also experienced the greatest increase in
unemployment over recent years, with Tees Valley experiencing an increase in the unemployment rate from
6.1 per cent in 2004 to 11.3 per cent in 2010.

London has had high and persistent unemployment rates for the past decade. At 7.0 per cent London
had the highest unemployment rate of any LEP area in 2004. By 2010, the unemployment rate increased to
8.6 per cent. Official unemployment now totals 359,000 in London.

Youth unemployment is of particular concern in some LEP areas - particularly in Greater Manchester,
Leeds City Region, South East, Greater Birmingham and Solihull, North Eastern, D2N2, Liverpool City Region
and Sheffield City Region.



HIGHLIGHTS

LEP areas all differ in their economic structure, development paths, level or
urbanisation and rurality, and size

LEP area economies are at different stages of restructuring and growth
Local growth and restructuring must be private-sector led

Stimulating the right conditions and activities for long-term prosperity are critical for
En gl alkEH dreas

Productivity, skills, innovation, enterprise and competition significantly help drive
growth and economic performance

The need for prioritisation is great in this era of limited public resources

The need to create local jobs and prosperity is great in all LEP areas after the job
losses from recession and public expenditure cuts



1.1 THE OPPORTUNITIES AND CHALLENGES FACING LEP AREAS

AN EVIDENCE - BASED ASSESSMENT OF LEP AREA ECONOMIES

This report provides a starting point for considering the opportunities, challenges and priorities for LEP
areas. It offers an evidence-based assessment of where LEP area economies currently stand in terms of their
economic characteristics and recent performance.

The analysis and information provided is a tool to help places understand the fundamentals of their
economies, to help them assess how they have changed since the previous year, to take advantage of their
strengths and to meet their challenges.

There is no single recipe for success, and LEPs themselves will be best placed to choose which priorities
and actions to follow. There is no single way to undertake local economic development successfully. Each LEP
area is different and each LEP area has its own internal diversity of opportunities and challenges. However, it is
clear that any big choices made now will have long-term impacts. In order to make the right choices, it is important
for LEP areas to have a good, up-to-date understanding of their economy, businesses and industries.

All LEP areas have the potential to enhance and maintain their standing as competitive business locations -
whether underpinning the success of local, home-grown enterprises, improving infrastructure and skills, or trying to
retain or attract external investment.

LOCAL ENTERPRISE PARTNERSHIPS AND THE LEP NETWORK

Local Enterprise Partnerships are partnerships between local authorities and businesses. Their purpose is to play
a central role in determining local economic priorities and shape activities to drive economic growth and the creation
of local jobs. On 28 October 2010, the UK government announced 24 partnerships that were ready to move forward
and establish their Local Enterprise Partnership boards. A further 15 partnerships have been announced since
October. The LEP areas are presented on the map in Figure 1.1 over the page. Some local areas are in more than
one LEP and this is clearly marked.

The LEP Network (www.lepnetwork.org.uk) is a gateway to news and information, and enables LEPs to
come together to discuss issues of shared importance, engage with government and share knowledge and
good practice. It assi sts -4&mPPwe G owidtslel tfhei r thuildingahdeshbem-edvingr g ,
needs. The LEP Networkb s cor e programme consists of events; el
monthly bulletin; and an annual benchmarking report of LEP-area economies.

ca
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FIGURE 1.1: LOCAL ENTERPRISE PARTNERSHIP AREAS
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1.2 LOCAL DIFFERENCES MATTER

THE LEP AREAS ARE ALL DIFFERENT

LEP areas have many differences. Their economies were at different stages of restructuring and growth at the
time that LEPs were conceived and implemented. Their areas all have different economic histories. Views also
differ on the vision for the future of each local economy and how to achieve change.

DIFFERENCES ARE IN ECONOMIC STRUCTURE, RURALITY AND SIZE

LEP areas range from being predominantly rural (see Figure 1.2), such as Cornwall and the Isles of Scilly
(where the Department for Environment, Food and Rural Affairs classifies 92 per cent of the population as rural) to
being almost exclusively urban, such as the Black Country (where only 0.2 per cent of the population is rural).
London, Black Country, Greater Manchester, Liverpool City Region and Greater Birmingham and Solihull have the
highest population densities and are highly urbanised. Cumbria and York, North Yorkshire and East Riding have the
lowest population densities and are predominantly rural.

LEP areas are also significantly different in geographical and population size. The largest LEP by land area is
York, North Yorkshire and East Riding. It covers 10,717 square kilometres and had a population of 1,140,800 in
2010. The Black Country, with the smallest land area of 357 square kilometres, had a population of 1,096,400 in
2010.

Private services sector employment FIGURE 1.2: SHARE OF LOCAL AUTHORITY AREA
Wthh encompasses a Very broad and POPULATIONS CLASSIFIED AS RURAL

diverse range of activities, accounts for the
largest share of employment in every LEP
area. Figure 1.3 on the next page
presents the share of employment in
industry groups within LEP areas. Itis
evidence that private services employment
is more dominant in London, Thames
Valley Berkshire, Buckinghamshire
Thames Valley, Hertfordshire, Enterprise

M3, South East Midlands, Cheshire and e

Warrington and Coast to Capital. Legend £
Rural population

A number of LEP areas maintain high ps-ca)

shares of employment in [l o

manufacturing. Cumbria, Humber, Black Bl 20w _ ’

Country, The Marches, Worcestershire, | -

Lincolnshire, Leicester and Leicestershire, 80:0:50

Lancashire and D2N2 LEP areas all have
manufacturing sectors that support 14 to [L] LocuiEreinries
=

80 to 100

Partnership b
15 per cent of total employees. Local Authority in ; L

overlapping LEPs

Public, arts and recreation services

employment is markedly higher in

Liverpool City Region. This sector

accounts for 39.7 per cent of all ¢

employees. Other LEP areas with a high ; *
share of total employment in public, arts ' &
and recreation services include North :

Eastern (36.9 per cent), Tees Valley (36.3

per cent), Sheffield City Region (35.9 per

cent), Oxfordshire (35.0 per cent) and

York, North Yorkshire and East Riding Bt s Corote 200 eiiaion wetiain 10N
(350 per Cent) People living in the Large Market Towns defined as Urban.



FIGURE 1.3: INDUSTRIAL STRUCTURE i SHARES OF EMPLOYMENT IN BROAD INDUSTRIES IN LEP
AREAS, 2010
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Source: Business Register and Employment Survey, 2010, Office for National Statistics



LEP areas have their own industrial specialisms. It is a general principle of development economics that
industrial specialisation helps to contribute to high and sustained rates of economic growth®. Within broad industrial
categories, such as manufacturing, there are many different specialisms.

Specialisation can be a measure both of the resilience and vulnerability of a local economy. Specialisation in
strong, internationally-competitive industries and businesses helps to build resilience and long-term growth in local
economies. However, if local economies specialise in weak, uncompetitive industries, then there are risks of further
job loss and decline. A detailed appraisal of employment by industry and activity reveals some strong specialisms in
different LEP areas, summarised in Figure 1.4 below, ranging from computer programming at four times more
important than nationally in employment terms in Thames Valley Berkshire, to accommodation employment at five

times more important than nationally in Cornwall and the Isles of Scilly.

FIGURE 1.4: INDUSTRIAL SPECIALISMS IN LEP AREAS ON THE BASIS OF EMPLOYEE SHARE, 2010

Specialism
Computer
programming
activities (SIC 62)

Air transport (SIC 51)

Education (SIC 85)

Accommodation (SIC
55)

Distinct
manufacturing
specialisms

Film, TV and music
production and
publishing

Location and significance compared to shares of employment in England

AThames Valley Berkshire: employs 34,000 and 3.9 times more important as an employer than nationally.
AEnterprise M3: employs 34,000 and 2.3 times more important as an employer than nationally.
ALondon: employs 126,000 and 1.6 times more important as an employer than nationally.

ACoast to Capital: employs 10,600 and 5 times more important as an employer than nationally.
ALondon: employs 34,200 employees and 2.9 times more important as an employer than nationally.

AOxfordshire: employs 50,900 and 1.7 times more important as an employer than nationally.

ACornwall and the Isles of Scilly: employs 12,600 and 5 times more important as an employer than
nationally.

ACumbria: employs 7,800 and 2.8 times more important as an employer than nationally.

ADorset: employs 10,600 and 2.7 times more important as an employer than nationally.

AHeart of the South West: employs 22,100 and 2.6 times more important as an employer than nationally.

AYork, North Yorkshire and East Riding: employs 11,400 and 1.9 times more important as an employer
than nationally.

AlLancashire: other transport equipment accounts for 20,900 employees and 7.7 times more important as
an employer than nationally.

ABlack Country: basic metals, wearing apparel and fabricated metal products.

ABuckinghamshire Thames Valley: Manufacture of computer, electronic and optical products

AcCheshire: motor vehicles and chemical products.

AcCornwall and the Isles of Scilly: food products.

ACoventry and Warwickshire: motor vehicles.

ACumbria: other transport equipment.

AD2N2: other transport equipment and non-metallic mineral products.

AEnterprise M3: machinery and equipment.

AGreater Birmingham and Solihull: motor vehicles and fabricated metal products.

AGloucestershire: computer, electronic and optical products.

AGreater Cambridge and Greater Peterborough: computer, electronic and optical products.

AHeart of the South West: other transport equipment.

AHertfordshire: pharmaceuticals.

AHumber: basic metals, food products, and chemicals and chemical products.

AlLeeds City Region: textiles.

AlLeicester and Leicestershire: food products.

ALincolnshire: food products.

ANew Anglia: food products.

ANorthamptonshire: food products.

ANorth Eastern: motor vehicles.

Asheffield City Region: basic metals and fabricated metal products.

ASolent: other transport equipment, and computer, electronic and optical products.

AStoke-on-Trent and Staffordshire: non-metallic mineral products, and machinery and equipment.

ASwindon and Wiltshire: motor vehicles.

ATees Valley: chemicals and chemical products.

AThe Marches: motor vehicles, machinery and equipment, and food products.

AWest of England: transport equipment.

AWorcestershire: fabricated metal products.

AYork, North Yorkshire and East Riding: food products.

ALondon: employs 40,200 and, 3.2 times more important as an employer than nationally.
ALondon: A further 17,500 are employed in programming and broadcasting activities.

1The standard Hecksebklin model, which underpins economic development theory, predicts how countries specialise according td tiwiv andow
small country's specialisation changes along its development path when it accumulates capital over tratvddreinslativiaipecialisation and local
growth has been a mainstay of theoretical and empirical analysis in this field, from NPaisbiglle\dflB80homioPorter (199Me Competitive
Advantage of Nations



Source: Business Register and Employment Survey, Office for National Statistics. Note: Industrial specialisms have been selected according to their greater share
of local employment compared to the national average share (location quotients), and where they account for a large number of employees



1.3 ECONOMIC RESILIENCE AND THE LONG-TERM GROWTH
CHALLENGE

THE RECESSION WAS A SIGNIFICANT SHOCK FOR ALL LEP AREAS

Almost every LEP area suffered job losses, business

closures and an increase in unemployment. Figure 1.6 on RECESSION

page 14 shows employmentchangei n Engl and 6 s © Argcessiohis a period of time when the value of econor
authorities between 2008 and 2010. Almost every LEP area of a nation or area declines. An official recession is wher
has experienced localised heavy jobs losses in one or more of ggﬁ%ué)diﬁcg?gfvfﬁhtgv%g;t”:géiﬁt”:gg :I (Sgr;‘a”ersilsh:r:'
its constituent districts. G_enerally, th_(_e recession hit the most there were six consecutive quarters of declininegmvalue in
vulnerable local economies hardest i those that were already output, from and including Q2t@QEB2009.

trying to cope with long-term economic restructuring.

After the recession, long-term challenges remain. The recession was a significant but temporary shock and the
long-term challenges LEP areas faced prior to the recession still remain.

Recessions and economic crisis also
bring some advantages to local FIGURE 1.5: ECONOMIC OUTPUT PER CAPITA (RESIDENTS) £,
economies and businesses. New 2009

business models and innovations tend to
emerge, as there is a higher acceptance of
change. There is more interest in
entrepreneurship, and market entry can
become easier. It can also be easier to do
business as the costs for land, property
and labour are often lowered. Hiring the
right staff can also be easier as skills
availability is increased and costs
decreased.

The latest estimate of overall economic Legend
performance i economic output per GVARerhead|(E)
capita in 2009 1 presented in Figure 1.5 10,700 to 14,500
highlights some of the differences between 14,500 to 15,700
LEP areas. As the rest of this chapter goes
on to illustrate, these differences are long
standing and are influenced by each local
economyb6s mix of ind .L:Z?ﬁifr;f,ﬂ””se

entrepreneurialism, innovation, skills and Local Authority in
overlapping LEPs

15,700 to 18,400
18,400 to 21,400
21,400 to 110,000
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MEASURING ECONOMIC OU3BBDSS
VALUE ADDED

Gross Value Added (GVA) is an estimate of tF
of the economic output of a local area, region
nation. Gross Value Added (GVA) per head ol
capita is an estimation of the ea&enomic outf
produced per resident, and is a useful method
comparing economic performance between lo
areas. GVA is one of three methods available
estimate the economic output or Gross Dome:
Product (GDP) of an area.

Source: ONS Contains Ordnance Survey data © Crown copyright and database right 2011

knowledge.
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SOME LEP AREAS ARE LIKELY TO BE MORE RESILIENT TO SHOCKS THAN OTHERS

Resilience is the ability of an area to withstand and respond to shocks in the external environment. Experian
(www.experian.com) has undertaken research to understand how areas have been impacted by the planned public
expenditure cuts and the continuing challenging economic climate. It highlights the positive and negative factors
that underpin performance across different local areas.

This research looks at resilience across four key themes: business, community, people, and place. In Figure 1.7

over the page, Exper i anebrs oftharrdsiiencgis prdsenteds Certanrsecial and

economic characteristics are associated with greater resilience. Additionally, some sectors have been classified as
vulnerable such as public administration and education; gas; electricity & water; paper; printing and publishing;

textiles and clothing. It is thought that sectors such as banking and insurance; business services; other finance and
business services; and communications have stronger resilience. The vulnerable and resilient sector definitions

have also been updated to reflect the current ewrdheomic
short and medium term.

Higher resilience is associated with higher levels of enterprise and entrepreneurship; more significant presence of
less vulnerable sectors; higher levels of educational attainment and labour market participation; lower
unemployment; higher levels of life expectancy; and better living environments. LEP areas such as Enterprise M3,
Buckinghamshire Thames Valley and Thames Valley Berkshire rank highly in terms of overall resilience, and in
business resilience. LEP areas such as North Eastern, York, North Yorkshire and East Riding, and Liverpool City
Region rank the highest in terms of place resilience i probably due to factors such as good housing affordability
relative to the rest of England, and school qualifications attainment levels.

Lower resilience is associated with lower levels of enterprise, entrepreneurship and self-employment; higher
vulnerability to long term unemployment; lower rates of labour market participation; lower levels of qualifications
attainment; and lower earnings. Experian classifies the least resilient LEP areas as Black Country, Sheffield City
Region and Humber.


http://www.experian.com/

FIGURE 1.7: EXPERIANG6 S RE S| L | E NEIR LEPNAREAS, 2012

Source: Experian, http://publicsector.experian.co.uk/Products/Local%20Economic%20Resilience.aspx

Not e: Experiandés approach |1 ooks at r esi hity, peopeeandaptaceoUndernéath sach k ¢
of the four themes sit a number of variables. 39 variables have been used in total to create the index. Each variable is available at
local authority district level. As such, data can be sorted and analysed by variable allowing an understanding of which factors

impact local economic resilience and how these compare across geographies.

Business: How strong is the local business base? Is it People: Is there a large working age population that can
dependent on sectors that have been impacted by the contribute to the economy? How many people have high skills
challenging economic climate? Does it have a high number of  levels? How many people work as managers and how many
firms proven to adapt to difficult economic conditions? Have people work in elementary roles such as cleaners and refuse

many firms gone out of business? Are businesses dependent  workers? How much do locals earn on average?

on only local markets, or do they export?

Community: How high is life expectancy? How many people ~ Place: What are GCSE attainment rates like? How affordable
claim benefits? Does the area suffer from deprivation? How are houses? How high is the local crime rate? How much
many households are vulnerable to long-term unemployment? ~ fraud is committed? What is the value of local office space?
How many households are vulnerable to declines in How high are the local carbon emissions? How many vacant

disposable income? How cohesive is the community? shops are there?


http://publicsector.experian.co.uk/Products/Local%20Economic%20Resilience.aspx

