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Local Economic Assessments

Opportunities, challenges, solutions

In November 2009, the Local Democracy, Economic Dev  elopment
and Construction Bill received Royal Assent. From April 2010,
local authorities will have a duty to prepare anas  sessment of
economic conditions in their area. This should enable local
areas to respond better to economic challenges and play a stronger
role in striving towards sustainable economic regeneration and

growth

Inside we consider the task — and the opportunity — facing local
authorities and we set out how SQW Consulting can help
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A new duty and a real opportunity

County councils, unitary authorities and London
boroughs have been tasked with preparing Local
Economic Assessments (LEAs). The draft
Guidance published by the Department for
Communities and Local Government (CLG) in
August 2009" identifies four core objectives ~ for
LEAs:

to provide a sound understanding of the
area’s economic conditions, and how they
affect residents and businesses

to identify comparative strengths and
weaknesses in the local economy as well as
challenges and opportunities

to identify the local economic geography,
including the linkages between the area
being assessed and the wider economy

to identify local constraints to economic
growth and employment — as well as the
risks to delivering sustainable economic
growth.

However LEAs are not simply about fulfilling a
statutory requirement. They represent a real
opportunity for local authorities to shape the
economic prospects of their local area. A good
LEA ought to influence the focus of sustainable
community strategies. It ought also to underpin
key prioritisation and investment processes —
including those linked to the Homes and
Communities Agency’'s Single Conversation
process. More generally, the findings of the LEA
ought to inform Local Area Agreements, Multi
Area Agreements and emerging thinking linked to
“Total Place”.

The content of LEAS

The draft Guidance provides advice on the
content of LEAs. Separately, the Improvement
and Development Agency (IDeA) and Planning
Advisory Service (PAS) have worked with local

! Available at
http://www.communities.gov.uk/documents/localgovernment/p
df/1314939.pdf

authorities to provide advice on how to prepare a
LEA®,

Both documents point to an over-riding duty to
consult, particularly with other local authorities.
Other key messages include:

ensuring that LEAs are ‘place-based’ and
forward-looking

identifying real economic geographies or
functional economic market areas

developing a complementary worklessness
assessment

recognising links to social issues and, linking
in with the Child Poverty Bill, planning to
prepare a child poverty assessment.

Key themes to consider

SQW Consulting (SQW) has worked in the field
of economic development for over 25 years.
Drawing on our own experience — and reflecting
on the draft Guidance — we provide some
observations on how local authorities could
approach the task.

Dealing with functional geographies

The new duty sits with upper tier authorities.
However, in many cases, as the draft Guidance
acknowledges, the economic geography of the
relevant administrative area has a limited
relationship to how these places “function”.

Why functional geographies matter

Debates about functional geographies are often
positioned in terms of city-regions. However it
would be a mistake to conflate the two: a
consideration of functional economic space is as
important for areas which are effectively “poly-
centric” (with no locally dominant centre) as it is
for the likes of the Manchester City-Region. This
is because:

2 Available at
http://www.idea.gov.uk/idk/core/page.do?pageld=13992067
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people often live in one administrative area,
work in a second, and they may travel to a
third to do their weekly shopping or go to the
cinema

at the same time, there is a distinctive
functional geography which exists within
administrative boundaries — smaller town
centres or market towns have their own
catchments, while highly localised patterns of
service provision may be important for the
well-being of individual neighbourhoods

for the business community, functional
geographies can be genuinely global — flows
of knowledge and capital typically pay scant
regard to international boundaries, let alone
those associated with local government

looking to the future, there are many
examples of planned housing growth sited in
one administrative area while employment
growth (which the new housing is intended to
service) is substantively located in another.

Additionally, any particular place may exist in
many “layers” of functional space. A town like
Chelmsford, for example, is simultaneously both
a significant hub in relation to much of mid Essex
but also strongly part of the London Ilabour
market catchment. Many of its businesses have
strong links to London’s financial and business
services sectors, yet local supply chains are also
important.

Potential responses

In addressing the objectives of LEAs whilst also
recognising functional geographies, we support
the view expressed in the draft Guidance that
adjacent local authorities ought to consider
sharing data and insight in the preparation of
LEAs. And in some instances, joint LEAs may be
wholly appropriate.

Beyond this, we would advise that:

LEAs should be data-informed, not data
driven — local intelligence and insight into
“how local economies work” is really
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important. At the same time, there is a need
to work intelligently with the available data
and to understand fully what it can and
cannot reveal

in preparing LEAs, different spatial scales
ought to be used to examine different
aspects of economic performance -
although messy at one level, the resulting
LEAs should provide far greater insights

local businesses should be recognised as
both stakeholders but also a major source

of information — broad distinctions ought to
be made between firms that are primarily
serving local customers and those that are
exporting goods and services from the local
area (as the challenges and opportunities
arising from their distinctive functional
geographies vary).

Preparing a future-facing LEA

In any form of economic analysis, it is much
easier to look backwards than forwards. This is
why economic development is sometimes likened
to “driving a car using only the rear view mirror”.
In part this reflects the availability of key data
sources, but it is also intrinsically easier to report
on what has happened than to analyse the
economy in a way which genuinely exposes
future prospects.

In preparing the LEA, recognition must be given
to the fact that economies do change, both
absolutely and relatively. Over time, functional
geographies also evolve, for all sorts of reasons.

Many different techniques can be used to build in
a forward-looking dimension. None of these is
perfect, but they all provide important
perspectives. Those preparing LEAs may wish to
consider:

using a robust framework for economic

analysis — in much of our work, we have
used the “drivers of productivity” framework
developed by HM Treasury. This reports on
current economic characteristics but is
defined in terms of future assets for




economic growth (e.g. the extent to which
firms are “innovation active” now is likely to
be materially important in terms of future
economic performance)

paying attention to wider trends and
drivers that may impact on a local area  —
in previous work we have found STEEPLE
(social, technological, economic,
environmental, political, legal, ethical)
analyses (and the like) to be helpful in
exploring the relationship between broad
changes and the specificities of particular
places

taking account of planned infrastructure
provision and spatial development plans

— infrastructure investment may have a
significant bearing on how a local economy is
likely to function in the future and what
opportunities and threats it may face (e.g. the
introduction of high speed rail services
between London St Pancras and Ashford
from December 2009 could radically change
economic prospects for east Kent).

In addition, local authorities may wish to consider
developing alternative futures scenarios and/or
commissioning bespoke economic projections for
their local area. Quantified projections can help
to give shape and scale to ideas, and a
systematic framework allows these to be
prepared in an efficient and consistent way.

In this context, SQW regularly works with
Cambridge Econometrics (CE). CE's Local
Economy Forecasting Model (LEFM) provides a
sophisticated basis for capturing local prospects.
The outputs LEFM generates (including
estimates of employment and Gross Value
Added) need to be used intelligently, recognising
that they represent one view in terms of what the
future may look like. However they do raise
important and often quite challenging questions,
and many local areas have found them to be
useful.

Delivering low carbon economic growth

In preparing a LEA and considering local
economic futures, one theme that is not going to
go away, irrespective of which political party is in
power by June 2010, is the imperative for low(er)
carbon economic growth. The United Nations
Climate Change Conference recently examined
climate change mitigation beyond 2012. In this
context, the need for local economies to both
adapt and mitigate in response to climate change
impacts is likely to strengthen.

For some sectors of the economy, the imperative
for low carbon economic growth represents an
immediate opportunity. But in aggregate, the
challenge that every local area faces is how to
secure economic prosperity while also reducing
carbon emissions.

Local area responses need to be multi-
dimensional. One consideration relates to
infrastructures for renewable energy. These will
feature prominently in the new Regional
Strategies  with  implications  for  Local
Development Frameworks. Our sister company,
SQW Energy, is currently working with the
Department of Energy and Climate Change to
develop methodologies to allow regional bodies
to set targets for installed renewable capacity and
local low carbon heating.

Another key issue is planned physical
developments. Ratings in relation to the Code for
Sustainable Homes became mandatory in 2008
to ensure that new housing growth is carbon
efficient (although big challenges remain with
regard to existing stock).

How should the LEA respond to this overarching
agenda? The draft Guidance actually says very
little on this, and there are no easy answers. We
would advise local authorities to:

pay particular attention to the sectoral
composition of their local economy,
recognising that there are big differences
between sectors in terms of carbon
performance and there are implications for
both adaptation and mitigation agendas
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review current supply chains and assess
the potential for changing their structure in
response to higher energy prices, rising
transportation costs, and firms’ attempts to
manage the risks to the reliability of supply

consider travel to work patterns and
modes of transport , recognising that
journeys to work contribute significantly to
overall carbon emissions

examine the pattern of homeworking which,
particularly in rural areas, is often mistakenly
seen as the panacea (it is not, because
emissions linked to heating houses may be

greater than those associated with
commuting)
assess local strengths, weaknesses,

opportunities and threats in relation to the
Department for Business, Innovation and
Skills’ key industrial strategy, “New Industry,
New Jobs ” (NINJ).?

Alongside LEFM, CE has developed a tool for
modelling local carbon emissions. This applies
insights from national trends to the specific
features of local areas, and could be used as part
of the LEA evidence base.

Tackling worklessness

The draft Guidance sets out the requirement for a
worklessness assessment as part of the LEA.

In the context of the economic downturn,
worklessness is an immediate priority. The
emphasis has shifted somewhat, from those on
“inactive benefits” to people who have recently
lost their jobs and, particularly, to the increasing
numbers of young people who are struggling to
find employment. SQW recently examined the
issues and potential solutions in detail through a
Viewpoint publication.*

In terms of the LEA, we advise that:

3 Available at http:// //www.bis.gov.uk/policies/new-industry-
new-jobs
* Available at http://www.sqw.co.uk/file_download/186
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the imperative for the worklessness
assessment should be used as a catalyst
for a multi-agency consideration of local
worklessness issues — the assessment
must be as much social as economic and
many different perspectives and insights
need to be brought to bear

the distinction should be made between
long-term worklessness and
worklessness resulting from the
recession — both are important, but they are
likely to demand different solutions

within upper tier authorities (as the authors of
LEAs) clear links should be forged to

Heads of Service with new
responsibilities in relation to 14-19
provision — this is more about long-term

solutions than short-term fixes, but 14-19
provision ought to be informed by
opportunities within the local economy, and
the LEA should set out a clear link between
the two.

Using data intelligently

Alongside the policy-related issues outlined
above, more mundane technical issues are also
important. By their nature, LEAs will need to be
data-informed, but many locally available data
sources are quite suspect and need to be used
intelligently. Below we advise on the key pitfalls.

Understand the timing of data

Accessing up-to-date information is very
important, particularly in the current economic
climate. LEAs need to be up-to-date, however
up-to-date information is rarely available. For
example, the main national data source for local
area employment is the Annual Business Inquiry
(ABI), yet it will be late 2010 before the published
figures begin to reflect the recession.

It is possible to generate forward extrapolations
from historical data to the present. We have
sought to do this in many local economies. It
requires sound local intelligence (including from
the business community) together with a robust




understanding of the structure of the underlying
datasets.

Recognise the limitations of sample surveys

Many data used to describe local economies
come from sample surveys of businesses and
households (e.g. employment, skills and
earnings). Results are, consequently, subject to
sampling error which can be large, with
significant year-on-year variation, particularly at
the level of local authority districts.

Although not without its own flaws, the most
reliable source of local data is the Census.
Obviously, data from 2001 are now very dated.
Despite this, our experience suggests that
reference to the Census provides an important
check with regard to the plausibility of more
recent evidence sourced from sample surveys.
Again, we would stress that all these data need
to be used cautiously and critically.

Know how to generate data for small areas

Apart from a number of administrative datasets
(such as those relating to benefit claimants), it is
difficult to provide robust information at
neighbourhood scales. This challenge remains
despite the substantial resource provided by the
Neighbourhood Statistics Service (NeSS). Key
indicators where nothing is published below
district level (other than through the Census)
include household economic activity rates,
employment rates, employed residents by
occupation, and travel to work patterns.

In response, we have developed approaches for
modelling estimates for many indicators. These
are especially important in the context of the
functional geographies described above (i.e.
where local economic and labour markets have a
geography that cuts across administrative
boundaries).

Our experience

SQW Consulting is well-placed to assist local
authorities in the preparation of LEAs. We can do
this cost effectively because we are familiar with
many of the data sources, and the methods for
developing future-facing assessments from
historical and current datasets. Additionally, we
bring a very thorough understanding of how local
economies work across all parts of England, and
in urban and rural areas alike.

Our recent relevant experience includes:

the selection of robust indicators for
monitoring sustainable economic and social
performance — the essential evidence base

producing the detailed evidence base for
functional economic  areas, including
modelled data for non-standard and small
area geographies

producing forecasts of key economic and
social indicators and understanding the links
between them (e.g. employment and
housing)

preparing economic development strategies
for local authorities and partnerships

developing evidenced, costed and prioritised
implementation plans, founded on a robust
economic evidence base

developing policy guidance on tackling
worklessness and responding locally to the
recession

working on child poverty issues and policy
responses, including the evaluation of
government-funded programmes in this field.

We also know how local government works,
especially with regard to promoting economic
development and social inclusion. A number of
our consultants joined SQW following earlier
careers in local government. And as a firm, we
have a substantial track record of working
effectively for upper (and lower) tier local
authority clients across all parts of England.
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Specific examples of projects
On-going projects (December 2009):

IDeA — Worklessness “How to” Guides

We are preparing guides on how to tackle
worklessness, focusing on apprenticeships, youth
worklessness, outreach, financial exclusion and
rural worklessness. The guides should assist
local authorities by providing background
information, case studies and signposting.

Cheshire East Council — A Vision for Crewe

We are completing a study for Cheshire East
Council, a new unitary authority. The assignment
includes the preparation of an economic baseline
to inform the economic strategy.

Recently completed projects:

Cambridgeshire County Council -
Cambridgeshire Development Study

Working within a consortium including CE, we
analysed the potential for economic growth within
the county, taking into account the likely effects
of the recession.

East of England Regional Assembly and East
of England Development Agency -
Framework for Urban Collaboration

We investigated the economic character of 24
towns and cities in the East of England and
determined their functional economic
geographies. On this basis, we developed a
Framework for Urban Collaboration.

Local Government Association — Fiscal
incentives to reduce household and business
carbon emissions

We reviewed the fiscal powers available to local
authorities and how these might be applied to
reduce carbon emissions.

London Borough of Newham - Mayor's
Employment Pilot

We conducted a long-term evaluation of Newham
Mayor's employment pilot. The pilot consisted of
support to the economically inactive to find and
keep work.
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Northumberland County
Employment Land Study

Council -

We reviewed existing land and property provision
before considering employment land
requirements over a 25-year period, using
regional economic and employment projections.

North East Lincolnshire Council — Local
Enterprise Growth Initiative (LEGI) Bid

We worked with the unitary authority in support of
its successful bid for LEGI funding. Our input
included the preparation of a comprehensive
economic baseline assessment, focusing on
enterprise, new business creation and growth.

Nottingham City Council — Sustainable

Community Strategy

We developed the City of Nottingham's 2020
Sustainable Community Strategy, working with
partners from across the Local Strategic
Partnership (LSP). The strategy is forming the
basis for the LSP's new partnership structure and
the council's corporate plans.

Oldham Metropolitan Borough Council -
Economic Assessment

We completed an assessment of the Borough's
economy and an analysis of the skills of the
area’s working population. Our work underpinned
a new Economic Strategy for the Borough.

Shropshire Council — Economic Regeneration

We developed options relating to the economic
development and regeneration function within the
new unitary authority in Shropshire. This process
was informed by an assessment of land and
property assets and it included an intensive
period of consultation.

West Sussex County Council — Review of the
Local Area Agreement economic outcomes

We reviewed the area’s economy and the
strategies that aim to support it. We then
developed an Action Plan for partners to work
together through the LAA in response to both
locally and nationally defined targets.




About SQW Consulting

SQW Consulting is a leading independent consultancy in the area of sustainable economic and social
development. Founded in Cambridge in 1983 by Nick Segal, Roger Quince and Bill Wicksteed, the firm now
employs over 80 staff at its offices in Cambridge, Edinburgh, Leeds, London and Manchester.

Our consultants bring extensive experience to their assignments, with backgrounds in academia, national
and local government, industry, and development agencies. In all of our work we employ the principles of
rigorous analysis, collaborative working, commitment to quality and independence of thought.

We have a strong track record of analytical research across the various tiers of government and governance.
The firm’s geographic spread of experience across the UK and beyond, and our ability to join up between
tiers / sectors, give us a unique market position. We have strong collaborative relationships and can
complement our own specialist skills by drawing on a network of collaborators and associates.

We offer flexible and multi-disciplinary support, drawing on experience and expertise from across the firm.
Whilst always providing a perspective that is rigorous and independent, we also work closely with our clients,
recognising that they and their partners will be responsible for taking forward the analyses, strategies, and
action plans that we have catalysed. Engagement is key to the way we work, as is our commitment to
sharing and transferring knowledge and learning.

SQW Group

SQW Consulting is part of SQW Group. Other divisions include: SQW Asia, which provides consultancy
services to government organisations in Hong Kong and China and foreign firms investing in China; SQW
Energy, which provides consultancy services in energy and carbon management; and Oxford Innovation,
which manages innovation centres, innovation programmes and investment networks. For more information,
visit: www.sgwgroup.com.

Contact us

To discuss how we can help, please contact
Christine Doel, Director
T: 01223 209 400

E: cmdoel@sqw.co.uk

WWW.SQW.CO.uk



