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CABINET 

DATE OF MEETING:  4 APRIL 2011
SUBJECT OF REPORT: LOCAL ECONOMIC ASSESSMENT

 REPORT OF THE DIRECTOR, ECONOMY AND ENVIRONMENT

1. ISSUE

1.1 The Local Democracy, Economic Development and Construction (LDEDC) Act 2009 places a duty on unitary district councils to prepare an assessment of the economic conditions of their area. Although the new Coalition Government has withdrawn the statutory guidance setting out the format for these assessments, the duty still remains. 

1.2 Statutory local economic assessments are analytical documents that provide a comprehensive picture of local economic conditions. Their primary purpose is to provide local authorities and partners with a robust analysis of local economic conditions, reflecting local circumstances and priorities. This analysis will, in turn, inform their economic policies and interventions.
1.3 The Local Economic Assessment (LEA) will be of crucial importance for the Council in influencing the Leeds City Region (LCR) Local Enterprise Partnership (LEP) to ensure the particular needs of Calderdale’s economy are reflected in the Business Plan to be submitted to Government for funding and for new roles and responsibilities.  The LEA will also provide a consistent source of economic data for the Council’s use in analysis of economic conditions and future economic policies and interventions.

2. NEED FOR A DECISION

2.1.  
Cabinet is asked to adopt the 2011 Local Economic Assessment and for the document to be used in developing policies and actions directed at improving the economic well being of the district.

3. RECOMMENDATION

It is recommended that Cabinet:

3.1 
Adopt the 2011 Local Economic Assessment.

4. BACKGROUND 

4.1. The Local Democracy, Economic Development and Construction (LDEDC) Act 2009 places a duty on unitary district councils to prepare an assessment of the economic conditions of their area. The Calderdale LEA has been prepared to reflect the three themes of the Calderdale Economy and Enterprise Strategy 2010-2020, namely the agendas of business, people and places.

• 
Business - working with businesses to develop an environment in which they prosper, in order to create the employment and investment the borough needs.

• 
People - improving people’s quality of life by promoting economic growth and providing skills to ensure everyone can benefit from the opportunities created.

•      Place - building on the location and exceptional character of Calderdale.
4.2. Statutory local economic assessments are analytical documents that provide a comprehensive picture of local economic conditions. Their primary purpose is to provide local authorities and partners with a robust analysis of local economic conditions, reflecting local circumstances and priorities. This analysis will, in turn, inform their economic policies and interventions.
4.3. The assessment will contribute to the delivery of sustainable development and complement local authorities’ statutory duty to promote the economic, social and environmental well-being of their areas. It is intended to help the delivery of sustainable economic growth (economic growth that can be sustained within environmental limits), but also to enhance environmental and social welfare and avoid greater extremes in future economic cycles.
4.4. Local economic assessments are designed to assist local authorities and their partners, with a common understanding of economic flows and the cumulative effect a variety of factors have on sustainable economic growth and employment. They may also be of interest to (although not specifically targeted at) the general public or the private sector, wanting to understand more about the district.
4.5. With the development of the LCR Local Enterprise Partnership, the document will be important to outline the needs and opportunities within the Calderdale district. The document will form part of the evidence base of the Local Development Framework and will inform the annual review of the various strategies local authorities and other public bodies have to produce. It would also influence our discussions with the Manchester City Region (MCR).
4.6. The LEA is intended to be updated frequently in order to provide a stable “base” for future analysis of the economic impact of proposals for the development of the Borough. The objectives of the assessment are to;

· Provide a sound understanding of the economic conditions in the area and how they impact on the well-being of residents and businesses.

· Identify the economic linkages between Calderdale and the wider economy.

· Identify the comparative strengths and weaknesses of the local economy and the nature and form of local economic challenges and opportunities.

· Identify the constraints to local economic growth and employment and the risks to delivering sustainable economic growth.

Key Issues emerging from the assessment 

4.7. The full economic assessment can be downloaded from the documents section on the Calderdale Forward web-site (http://www.calderdaleforward.org.uk). The economic assessment follows the strategic approach set out in the Calderdale Economy and Enterprise Strategy 2010-2020 and comments are categorised under the same three broad headings - Business, People and Place. The Assessment does also comment that the strategic direction set out in the Economy and Enterprise Strategy (in 2009) is still appropriate for the Borough.    
4.8. The conclusions from the Assessment are included as Appendix A, and an assessment of Calderdale’s main economic strengths, weaknesses, opportunities and threats (“SWOT”) are summarised in Appendix B. 
4.9. The next section (Overview of Calderdale) is a summary of the information in the Economic Assessment and is intended to set some context for the Conclusions and the SWOT assessment in the Appendices. 
Overview of Calderdale

4.10 Calderdale has c.8,100 businesses, employing approximately 82,000 people, with  significant sectors being manufacturing and financial services.  Recent growth has also been seen in the creative and digital, tourism and leisure sectors.  The economic recession has seen levels of unemployment increase from 3,000 (April 2008) to 5,992 (January 2011) and concerns over the borough’s economic resilience have led to an increased focus on encouraging enterprise and economic diversification.

4.11 The district has major benefits in terms of its natural environment and its heritage.  These attract tourists, as well as people migrating here to live in a quality environment. However, Calderdale's diverse communities contain major contrasts of affluence and poverty, which can be overlooked from a regional perspective where surrounding districts such as Leeds and Bradford have larger areas of deprivation.
4.12 A significant part of the district is rural in character (70% in area and 25% in terms of population). The rural parts of the district have their own particular economic issues but do not conform to the established view of a rural area, since agriculture is not the most significant element of the economy. 
4.13 Calderdale is not a predominantly commuter area. Commuting to other areas to find work is a difficult option for many local people due to cost of travel. Whilst 69.7% of Calderdale residents work in Calderdale, nearly 30,000 people commute out of the district and 26,000 people commute into Calderdale from other districts. Out-commuting is continuing to grow whilst in-commuting remains stable. Overall, in-commuting is typified by somewhat shorter distances and lower average earnings, while those commuting out from Calderdale are typified by somewhat higher earners and longer distances. Indeed from 2006 resident earning have consistently outperformed earnings by workers commuting into the district.

4.14 Calderdale is part of the Leeds City Region (LCR) and is adjacent to the Manchester City Region (MCR). An increasing number of people travel to work from Calderdale into Manchester. However this also provides an opportunity for Calderdale businesses, with easy access to a population of 5.5m people, major national and international hubs (road, rail and air) as well as access to major commercial, retail and industrial markets in both Leeds and Manchester City Regions.
Next Steps

4.15 The adoption of the Economic Assessment will provide an economic “base” to ensure consistency between other strategic documents prepared by the Council in areas such as Employment and Skills, Local Development Framework, Worklessness and Child Poverty. 
5. OPTIONS CONSIDERED

5.1. Not applicable

6. CONSULTATION

6.1. 
The assessment has been prepared with contributions from all directorates within the Council and partners from Calderdale Forward.

6.2
A consultation event of key stakeholders was held on 24th January 2011to discuss the first draft of the assessment, and to gain views around the picture it showed of Calderdale’s economy. Comments received have been incorporated into the revised document, together with comments received as a result of publishing the draft on the Calderdale Forward web site during February 2011.

7. FINANCIAL IMPLICATIONS

7.1.    A grant of £65k was allocated by the last Government to carry out this new duty. This has been reduced to £35k as a result of the Government’s in year reductions in grants to local authorities. 
7.2
The majority of work on the Local Economic Assessment has been carried out by existing staff resources.  However £9.7k has been used to commission Leeds City Council’s economic development team to provide an external commentary on the document and bring it into line with other economic models being developed across the LCR. A further £10k has been allocated for a survey of local businesses, the results of which will be incorporated into a future review of the document. 

8. EQUALITY AND DIVERSITY

8.1. 
The assessment identifies a set of priorities for the economy, supports the transformation of local communities whilst narrowing the gap between the more affluent areas of the district and disadvantaged and excluded communities.

9. CONTRIBUTION TO DELIVERING POPULATION OUTCOMES

9.1
The Council has an ambition to make Calderdale to be a place where everyone is valued being different and through actions demonstrate that everyone matters. This involves safeguarding Calderdale’s future and fostering economic prosperity for all. It also involves working to ensure the differences in economic prosperity between communities within Calderdale reduce.
10. RISK

10.1.   There are no significant risks involved in this work.

11. LEGAL IMPLICATIONS

11.1.    The preparation of the Local Economic Assessment is a statutory duty.

12. CORPORATE IMPLICATIONS

12.1. The assessment provides a clear set of priorities for economic development within Calderdale and an economic base for the development of future strategic economic or regeneration documents.  The economic assessment also supports the strategic direction set out in the Calderdale Economy and Enterprise Strategy 2010-2020.
13. CONCLUSION

13.1. 
The Local Economic Assessment needs to be an evolving document to reflect the changing needs, problems and opportunities facing the economy of the district. In a period where local economic policy will be forged through the LCR, it is vital the district can articulate these needs based upon an agreed evidence base.

13.2. 
It is also essential that the strategies produced by the Council and its partners are based on a common evidence base, so that each can reinforce the message about local priorities.

	For further information on this report, contact:

	

	Adrian Rose
	Business and Economy Manager, Economy and Environment Directorate

	Telephone:
	01422 392246

	E-mail:
	Adrian.rose@calderdale.gov.uk

	

	

	The documents used in the preparation of this report are:

	

	1. ERDF Bid - Leeds City Region Innovation Capital Business Creativity, Enterprise and Innovation Network Pilot – Calderdale 

	2. Economy and Enterprise Strategy

	3. High Growth Study, Liverpool University School of Management.(2010)

	

	

	The documents are available for inspection at:

	


Northgate House, Halifax, HX1 IUN

APPENDIX A
Conclusions from the Local Economic Assessment

Business agenda

1. Calderdale has higher than average employment in Finance and Manufacturing. The financial sector is heavily dependent on one large employer making it particularly vulnerable; however the sector in Calderdale is expected to continue to grow. Manufacturing however, is expected to fall in terms of both output and employment, although there may be opportunities for businesses in advanced manufacturing and so called ‘manu-services’. These include high and medium tech manufacturing companies which have also developed strong service portfolios on top of their traditional product offering. 

2. The district is heavily reliant on 5 major companies for employment, particularly in finance and construction. As such, the district has low resilience resulting from a lack of diversity in the employment base and a dependence on manufacturing and finance sectors. However it does have a low proportion of public sector employment, which means the area may not be as adversely affected by public sector spending reductions as some other areas in the Leeds City Region. There are also a large number of strong, well- established businesses which performed well throughout the recession which could continue to grow with appropriate support.

3. Creative and Digital Industries (CDIs) are becoming increasingly prevalent in the local economy and their future growth will be important in helping to improve resilience. Conditions need to be developed to encourage knowledge intensive businesses – especially CDIs – into the area. There are also potential opportunities for the district with the development of Salford’s Media City. Both CDIs and the finance sector have been identified by The Work Foundation as being important for innovation in the Leeds City Region.
4. Tourism is also important to the area with 70% of the district being rural, and SMEs are particularly important to this industry. There is a significant opportunity to develop the economic return of this industry, by encouraging more overnight stays if appropriate support and encouragement can be provided.

5. Calderdale has the same percentage of Self-Employment as the UK, but higher than the Leeds City Region and Yorkshire and Humber figures. 9.4% of the borough’s population are self employed, compared with 8.3% for Yorkshire and Humber. In Calderdale, 9,177 of these are male entrepreneurs and just 3,149 are female entrepreneurs, despite the fact that 65,700 of the working age population are female, compared to 64,100 males.  This suggests that the Borough could benefit from further work to encourage more female entrepreneurs.
6. The district has a high number of SMEs and business start-ups, many with high growth potential. There is a particular prevalence of high growth small businesses in the rural areas of the district; these should be encouraged to help the economy to grow and diversify and to become more resilient. 

7. Businesses in the area need better access to higher level skills and knowledge based research from local universities and research institutions to remain competitive. The lack of a higher education presence should not be a barrier to improving these relationships as Calderdale has access to seven higher education institutions within an hour’s travel. The ERDF Business Creativity, Enterprise and Innovation Pilot programme is expected to develop a closer relationship between local universities and local businesses. 

People agenda

8. In Calderdale, the populations of Under 16’s and older people are set to grow significantly over the next 10 years, whilst the growth of the working age population is expected to decrease. Internal migration is set to continue to rise, although the trend of fewer young people has significant implications for local businesses seeking labour.

9. The area has significant levels of outward commuting typically for higher earners; indeed graduates returning from University outside the district often find it difficult to find suitable jobs within the area. The encouragement of high growth businesses in key sectors should provide more opportunities for highly skilled young people.

10. Calderdale has a lower percentage of its workforce with NVQ4 and NVQ3 than the Leeds City Region, Yorkshire and Humber and the UK as a whole, but a higher percentage of its workforce with NVQ2 and NVQ1. It does however have a lower percentage with no qualifications. In order to achieve future economic growth, it will be important to ensure that measures are developed to ensure that local businesses can attract the skilled staff they need.

11. Calderdale has lower resident and worker earnings than the Leeds City Region, Yorkshire and Humber and the UK. Calderdale has a higher “workless” population but lower unemployment levels than the Leeds City Region, Yorkshire and Humber and UK – and a higher employment rate than both the Leeds City Region and Yorkshire and Humber. Addressing worklessness must remain as a priority if the problem is to be tackled and the gap between the poorer and better off parts of Calderdale be narrowed.

12. Although the district has access to over 5.5m people, the Borough will need a highly skilled resident population to drive the economy forwards. Calderdale has a low proportion of job-related training which means businesses may not be achieving their full potential.

Place agenda

13. Calderdale retail centres have fallen in key industry rankings and the centres are experiencing significant leakage in terms of retail spend. Centres need to develop their comparative advantage and distinctive offer. 

14. The environment of the borough is seen as a unique selling point, as the area is perceived to be an attractive place to live, work and invest, with affordable housing and good schools. 70% of the district is rural which can make a real contribution to the quality of life and to the development of the local economy. Calderdale’s contribution to the Leeds City region Green Infrastructure Strategy should be significant. 

15. However this same environment also acts as a key constraint to economic growth due to the lack of viable developable land. The availability of land for development is vulnerable due to both the economic downturn and the reduction in public subsidies to overcome constraints and ensure developments are viable. 

16. Calderdale has a strategic position mid-way between Leeds and Manchester City Regions, with good links to surrounding areas. However most of the highway network is currently close to capacity and any future transport development will be constrained by the environment. Improvements to existing transport infrastructure would bring significant economic benefits and lobbying at a city region level should be encouraged. 

17. In order to attract and retain high-growth knowledge intensive businesses and CDIs, the area must be able to provide high quality, high speed broadband. Further work may be needed to understand which areas may not be reached by the market alone. 

APPENDIX B
SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats)

	Strengths
• Manufacturing high employment.

• Finance high employment.

• Quality environment – tourism.

• Affordable housing.

• Desirable locations to live.

• Significant prosperous areas.

• CDI sector - high growth potential.

• Low public sector dependence.

• Direct rail link to London.

• Access to major transport hubs

• Strategic position between 2 major city regions

• Access to in excess of 5m people within an hour’s drive of Leeds and Manchester.

• Connections – extra capacity on the Caldervale line

• Good bus networks – deprived areas are well

connected

• 70% of the district is rural

• High GVA and business start ups

• Excellent schools and attainment levels

• Access to 7 universities within an hour’s travel

• FE degree offer from Calderdale College


	Weaknesses

• Manufacturing output decline and employment.

• Vulnerability of finance sector.

• Reliance on several large employers

• Topography / geography for development /

infrastructure.

• High levels commuting out – ‘commuter town’ risk.

• No higher education institution presence – in

terms of student spend, vibrancy etc

• Deprivation – gap between rich and poor

• Unemployment levels
• Absence of locally available employment land.

• Significant retail spend leakage

• Poor rail connections and roads at capacity 

• Congestion may constrain economic growth–

although not as significant as in Leeds/ Manchester and London

• Business survival rates

	Opportunities

• Finance sector developing cluster.

• Advanced manufacturing.

• Creative Digital sector- high growth.

• Diversify the business base.

• Encourage further enterprise.

• Environment, landscape and tourism.

• Media City – Salford.

• Strategic position between 2 major city regions - access to businesses and skills.

• Improved connectivity to Leeds and Manchester

• Links between business and universities - access to 7 universities

• Up-skilling residents.

• Develop retail offer – growth of jobs.

• Harness spend in Calderdale instead of Leeds or Manchester

• Reduce unemployment.

• Reduce transport congestion.

• Electrification of the Caldervale line - opportunities for growth.

• Integrate bus and rail offer.

• Opportunities from East Lancashire from

opening of rail line

• Links with LCR Green Infrastructure Strategy.

• Improved mentoring and support of existing

businesses.


	Threats

• Manufacturing decline

• Finance; reliance on one large employer.

• Leeds City Region retail developments.

• Transport congestion.

• High unemployment.

• Capacity for tourism

• Cost of up skilling employees 
• Access to finance to fund opportunities.

• Public sector cuts; impact on jobs and the

private sector supply chain
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