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1. Introduction

This report presents the data, analysis and firsdirgmn the baseline economic projections for
Devon and its districts. The report has been pegpblby Cambridge Econometrics (CE) using
its Local Economy Forecasting Model (LEFM), taildr® the Devon economy.

The projections provide, on a modelled basis, a&lyas estimate of current and projected
future performance on key indicators (includingter alia, GVA (economic output),
employment, and productivity) at the level of indival sectors in the economy.

These baseline projections are consistent with @gjeonal and national forecasts, published
in July 20108. As well as providing headline projections forvde as a whole, consistent
projections were also produced for the eight distrivithin the county: East Devon, Exeter,
Mid Devon, North Devon, South Hams, Teignbridgeriige and West Devon. These
district-level projections took active account otdl economic structures and the extent to
which industries locally have in the past undemut, performed the sector in the county as a
whole.

Introducing the LEFM

In making sense of the baseline projections, itrigortant to understand something of the
underlying model. A brief explanation of the keyafures of LEFM is provided in Figure 1-1.

Figure 1-1: Overview of the Local Economy Forecasting Model (LEFM)

LEFM has been developed by Cambridge Econometrics in collaboration with the Institute for Employment Research
at the University of Warwick.

LEFM has been designed to project economic indicators for a local area by explaining the output of local industries
through an explicit representation of expenditure flows in the area and their links with the world outside the local area.
In this it differs from other methods of local economy modelling which typically link local output or employment (by
sector) directly to national or regional output or employment. Such methods include shift-share or econometrically
estimated equations. While these methods allow a user to derive projections for local output or employment growth
from national or regional projections, they offer little scope for introducing an explanation of local performance relative
to these higher levels, and they are typically not suitable for analysing the indirect effects on the local economy
arising from the opening of a new enterprise or the closure of an existing one.

LEFM is also distinguished from other approaches by its sectoral detail. It identifies 41 sectors (defined on SIC03)
allowing (for example) electronics to be distinguished from electrical engineering & instruments, and computing from
other business services. Detailed disaggregation by sector is usually valuable because different sectors have
different prospects (e.g. technological change is driving much faster growth in electronics and computing than in the
other sectors with which they are commonly combined), because they have different employment characteristics, and
also because it allows local knowledge about specific firms to be more easily incorporated in the forecast. There is,
however, a cost to working in such detail: most variables in the model have to be disaggregated by sector (or a
similar classification: see below for more details).

The main input assumptions used in LEFM are forecasts for the UK and region in which the local economy lies for
selected variables, including:

. the components of domestic final expenditure, disaggregated into spending by function as published in the UK
National Accounts

! Economic Forecasts for the Nations and RegioniseofsiK, July 2010. Cambridge Econometrics.
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. components of personal incomes

. gross output, value-added, and employment at the level of the model’s 41 sectors

. matrices to convert the components of domestic final expenditure into commodity demand for 41 sectors
. input-output coefficients and projected changes

. projected changes in occupational structure and gender forecasts for the local economy

. population by 5-year age band and gender

. participation rate by gender for a constant level of unemployment (these are then adjusted by the model in
response to actual changes in unemployment).

The Outputs for the local economy (to 2020) generated by LEFM include:
. value-added and employment by sector

. employment by gender and status

. employment by occupation (25 occupations, SOC2000)

. disposable income and consumer spending

. population and labour force by age and gender

. net commuting

. implications for qualifications and key and generic skills.

Source: Cambridge Econometrics

Used properly, the baseline projections from LER® @ powerful tool for raising questions
and challenging over-familiar thinking. They poiatunderlying strengths and weaknesses —
in absolute terms and relative to elsewhere, aeg show the compound effect of differences
in performance over time. As ever, though, basghirojections need to be used critically and
carefully, recognising that:

. They are not inviolable forecastsAlthough the LEFM is sophisticated and widely
respected, the projections can only consider soynfactors and the real world is
often more complex and unpredictable, particulartya local level. The model
cannot take account, for example, of the decistbas might be made by individual
firms, although frequently the results of largemi in particular are quite capable of
changing a local outcome through, for example, tptdwsure and/or switching from
one supplier to another.

. Input assumptions are importantThe LEFM makes some input assumptions with
regard, for example, to demographics and economiwity rates in the labour
market. Changes to these assumptions will hawpact on modelled outcomes.

. Baseline projections are not ‘policy offHistoric performance reflects the policy
environment in which economies were operating attiime. That world itself was
not ‘policy free’. And ‘policy’ in this context regls to be understood at many levels:
national policy frameworks are as important as llgganning policy (which is
significant), although the scales at which theyawtgs different.
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Dealing with the Self-Employment issue

Self-employment is a big feature of the Devon eocoynadt was important the CE’s baseline
projection allowed for the significance of self-dmpnent. The estimates of historical self-
employment by industry in CE's LEFM are based divsaof self-employment-to-employees
at the regional level. In progressing the basdfirgections, it was agreed that these ratios
may not characterise the importance of self-emptymn some sectors in Devon and so
these regional ratios were in turn calibrated thrae-year rolling average of thevel of self-
employment in Devon from the Annual Population 8yr¢APS).

A three-year rolling average (calculated for eatR@D7, 2008 and 2009) was used because
APS figures can sometimes be erratic, due to samptariation. The process of assembling
the historical self-employment data in this repeas to use the resident-based data from the
APS, split by broad sectors as set out in Table iA-Bnnex A. For two of these sectors
(Energy & Water, and Transport & CommunicationspSAdata was not available, and so
CE’s estimates for the industries within these asctvere left uncalibrated. According to
CE’s uncalibrated estimates of self-employmentseéhgectors account, respectively, for 0.1%
and 3% of self-employment in Devon.

Within Devon, thedistrict-level estimates of self-employment were also catédd to three-
year rolling averages (again, for each of 2007,8288d 2009) of the APS level of self-
employment in each district. The APS (residenedasrolling-averages for total self-
employment in each district were the subsequerlilysted to workplace estimates, using the
ratio of workplace-to-resident-based self-employtnign each district given in the 2001
Census. These district-level estimates of totakplace self employment were then scaled to
match the total self-employment for Devon as a wha$ derived above. AP$sector
rolling average data for each of the districts lfwdstimates for some years and sectors based
on Census 2001 ratios of total self-employment)ewtren scaled to the district totals
calculated above. Finally, CE’s initial detailed-gector estimates of self-employment in
each district (based on regional ratios of selfdeympent to employees) were calibrated to
the 9-sector district data and 41-sector counts dalkculated above.

Population issues

As standard, the population data and projectionsERM are based on the latest (to 2009)
mid-year estimates, and the latest (2008-basednatibnal population projections, both
from the Office of National Statistics (ONS). Dev@ounty Council were keen to include
population projections that do not include planrésgumptions for housing growth that may
not go ahead (as some of the population projectomsently used by the County do), and
agreed that the standard LEFM projections weremab& on this basis.

The Following chapter (Chapter 2) presents theegtmns themselves and Chapter 4,
presents a summary of the key messages flowing theranalysis.
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2. The Baseline Projections

Introduction

This chapter presents the baseline LEFM projection®evon. These are discussed within
the context of CE’s forecasts for the South WesEwnfiland and the wider UK, and three
chosen comparator areas - the proposed Devon & iSetr@ncluding Plymouth and Torbay)
Local Enterprise Partnerships (LEP) area, and ¢hiattees of Cumbria and Norfolk.

The projections are presented for two periods +tdbemedium (i.e. 2010 through to 2015)
and longer term (i.e. 2015 through to 2020). Thimut, the ‘forecast period’ refers to 2010-
2020.

Macro-economic indicators

The projections presented in Table 2-1 and Fig@résand 2-2 show that in the short-to-
medium term (2010-15), the Devon economy as a wiof@ojected to perform less well

overall than either the South West or UK. In theder term (2015-20), the county economy
is projected to grow at a similar rate to thattef South West and UK. GVA in the county is
projected to grow by only 1.6% per annum over 2080eompared with 1.9% per annum in
the South West and 2% per annum in the UK as aevhBmployment in Devon is projected

to fall by 0.1% per annum over 2010-15, comparetth wrowth of 0.1% per annum in both

the South West and UK as a whole.

At 2010, productivity (E000/job) in Devon was estimated to be 6% lovmantthe average
for the South West, and a concerning 15% lower ttien average for the UK. Going
forward, the productivity gap with the South West vesult from differences in the sectoral
composition of the Devon and South West economés] the relative productivity
performance of particular sectors. In the basgiimogections, productivitypy sectolin Devon

is assumed tgrow at the same rate as in the South West as a wdnodeon this assumption
overall productivity growth in Devon in both theashto-medium and long terms is projected
to be similar to the South West average. Thusgé#pebetween productivity in Devon and the
wider South West is not projected to close durlmgforecast period.

GVA per capita, a key measure of the overall weaftlan area, is expected to grow more
quickly in Devon than the South West and UK in tbeg run, as population growth is
projected to slow to less than 2% pa in the fotgoasod, compared with substantially faster
growth over the last few decades. The projectguuladion growth in Devon is notably
slower than that forecast by CE for the South West

2 Defined as £000 value-added per job in 2005 retereear prices.

3 Note that the Devon and South West populatioregtigins are not directly comparable; the South \idestast
are those published by CE and are not the ONS stitmahpopulation projections for the region. Thevon
projections are the ONS sub-national populatiofeat®mns.
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Table 2-1: 2010 baseline and annual growth rates for key LEFM indicators, for Devon, South West and
UK

2010 1985- 1990- 1995- 2000- 2005- | 2010- 2015-

Baseline 90 95 2000 2005 2010 2015 2020
GVA (Em, CVM*, reference year 2005)
Devon 11,148 5.0% 1.0% 1.8% 4.1% 0.5% 1.6% 3.0%
South West 86,116 | 4.1% 1.3% 38% 2.9% 0.3% 1.9% 3.0%
UK 1,124,758 3.6% 1.5% 35% 2.7% 0.6% 20% 3.1%

GVA per Capita (E000, CVM, reference year 2005)

Devon 148 37% 05% 1.0% 33% -0.1% : 1.2% 2.6%
South West 164 | 34% 08% 32% 22% -03% | 1.3% 2.3%
UK 182 33% 12% 32% 22% 0.0% ! 1.4% 2.5%

Population (thousands)

Devon 751 13% 05% 08% 08% 06% i 04% 0.4%
South West 5252 0.7% 05% 06% 07% 0.6% | 0.6% 0.7%
UK 61,918 | 0.2% 03% 03% 05% 06% : 05% 0.6%

Productivity (E000/job, CVM, reference year 2005)

Devon 311 | 1.1%  19% 22% 1.0% 1.1%: 1.7% 2.1%
South West 330 | 11% 19% 31% 14% 05% | 1.7% 2.0%
UK 366 | 1.7% 25% 22% 1.7% 07% ! 1.9% 2.1%

Employment (thousands)

Devon 358 | 38% -09% -05% 3.0% -06%:-01% 1.0%
South West 2,609 | 29% -05% 07% 15% -02% | 0.1% 1.0%
UK 30,698 | 1.9% -1.0% 12% 1.0% -0.1% ! 0.1% 0.9%

Source: LEFM, consistent witiconomic Prospects for the Nations and RegionseofiK, July 2010.

Analysis by Sector — GVA

Although total GVA in Devon is projected to grow reclowly than in the South West as a
whole over 2010-15, there are some broad sectoesendrowth is projected to be faster than
the region. Specifically, as Table 2-2 indicag®wth in manufacturing, construction, and
transport & communications is projected to be fasteDevon. By contrast, growth in the
largest sectors (in absolute GVA terms) — distidnythotels & catering, financial & business
services, and government & other services — ieeptefl to be slower (and in fact, in the case
of government & other services, negative) in Detlwem the South West over the period to
2015.

4 Chained Volume Measures — The price is held constser time in order to identify the change in okt This
means that the level of prices in one year — is thise 2005 — is held the same for all years.
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Growth in manufacturing, construction, and trans@icommunications is expected to be
faster in Devon than the South West over both 2lA@nd 2015-20. It is the relatively strong
growth over 2015-20 in the latter two sectors, artigpular, which is projected to enable
overall GVA growth in Devon to match that of theuoWest over this period.

Figure 2-1: GVA in Devon, South West and UK, 1990-2020
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Source: LEFM, consistent with Economic Prospeatshfe Nations and Regions of the UK, July 2010.

Figure 2-2: Total employment in Devon, South West and UK, 1990-2020
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Source: LEFM, consistent with Economic Prospeatshfe Nations and Regions of the UK, July 2010.
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Table 2-2: GVA growth by sector in Devon and the South West, 2010-15 and 2015-20 (% pa)

2000-05 ' 2005-10 ' 2010-15 ' 2015-20

Devon  South ' Devon  South : Devon South ' Devon  South

West | West | West West

Agriculture 4.3 3.8 : -6.4 -1.8 : -1.6 0.5 : -1.5 0.6

Mining & quarrying 3.2 3.3 E -4.3 -9.8 E -0.9 -1.0 E -0.5 -0.7

Manufacturing 1.2 01, -15 45, 23 21, 24 2.2
1 1 1

Electricity, gas & water 4.6 30, 09 04, 16 10 2.1 1.7

Construction 5.0 3.7 E 1.0 -2.6 E 2.0 1.8 E 4.4 3.3

Distrib., hotels & cater. 4.9 4.4 : 1.1 0.4 : 2.8 2.9 : 3.2 3.5
1 1 1

Transport & comms. 45 44 21 13, 41 37, 5.4 45

Fin. & business services 4.7 4.4 E 4.3 1.2 E 35 3.7 E 4.2 4.2

Government & other serv. 3.2 1.5 : -0.1 1.0 : -0.6 -0.1 : 2.3 25
1 1 1

Total 4.1 29, 05 03, 16 19 3.0 3.0

Source: LEFM, consistent with Economic Prospeatstfe Nations and Regions of the UK, July 2010.

Figure 2-3: GVA by sector in Devon and the South West, 2010 and 2020

Agriculture ? W2010 Devon

Mining & quarrying ? £12020 Devon
] 82010 SW
Manufacturing - 02020 SW

Electricity, gas & water 5
Construction |
Distrib., hotels & cater. i‘
Transport & comms. E‘

Fin. & business services

Government & other serv.

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0%
Proportion of total industrial GVA

Source: LEFM, consistent with Economic Prospeatstfe Nations and Regions of the UK, July 2010.

Within manufacturing, chemicals, mechanical engimgg electronics, and electrical &
instrument engineering are projected to see tlmng#st growth in GVA in Devon. In the
services segment, transport & communications, lank& finance, insurance and non-
financial business services are all projected ¢orekatively strong growth.

Analysis by Sector — Productivity

The estimates of productivity by sector in Devor @WNS sub-regional accounts data to
calibrate the relative levels of productivity bycg® in Devon to those of the South West. In
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the baseline projections, productivity in each stdy (41 industries) is assumed to grow at
the same rate as in the region as a whole, saitgarprising that overall productivity growth

in Devon is projected to be broadly similar to tliatecast for the region as a whole.
However, differences in sectoral composition do meat there is some variation in

projected performance in some broad sectors.

Based on CE’s estimates for 2010, overall prodiigtiin manufacturing in Devon (at

£43,500 per job) is lower than the South West @&,400 per job). However, within the
manufacturing segment, productivity in some indastin Devon is higher than the South
West, these including food & drink, and electrieabineering & instruments.

Productivity in manufacturing is projected to gréaster in Devon than for the wider South
West reflecting the fact that manufacturing in Devmas a greater representation of those
industries that are expected to see faster prodgiycgirowth (such as mechanical engineering
and electronics, electrical & instrument enginegxin A similar observation applies for
transport & communications.

By contrast, productivity in financial & businessrgces (which includes banking & finance,
insurance and non-financial business servicesPl®2s estimated to be 15% lower in Devon
than the South West. Going forward, the growtprimductivity in the sector is also projected
to be slower in Devon than the average for the IS@isst.

Table 2-3: Productivity growth in Devon and the South West, 2010-15 and 2015-20 (% pa)

2000-05 : 2005-10 ! 2010-15 | 2015-20
Devon South : Devon South : Devon  South : Devon South
West West 1 West West
: L :
Agriculture 33 49, -6.6 58, 55 55, 55 55
1 1 1
Mining & quarrying 13.6 9.1 : -4.0 8.1 : 2.7 2.2 : 2.8 2.3
Manufacturing 3.8 4.0 E 2.6 1.3 E 1.8 1.6 E 3.0 2.8
Electricity, gas & water |  -2.5 63, 41 62, 37 35, 37 36
1 1 1
Construction 2.6 -0.3 : 7.1 2.0 : 1.4 1.4 : 15 1.5
Distrib., hotels & cater. 2.2 2.8 E 1.0 15 E 2.4 2.4 E 2.2 2.3
Transport & comms. | 0.9 22, 22 08, 34 28, 42 38
1 1 1
Fin. & business services -1.0 0.6 : 1.6 1.1 : 1.7 2.0 : 1.6 1.7
Government & other serv. 0.3 -0.5 E -0.2 -0.4 E 0.6 0.7 E 1.7 1.7
Total 1.0 14, 11 05, 17 17, 21 2.0

Source: LEFM, consistent with Economic Prospeatshfe Nations and Regions of the UK, July 2010.
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Figure 2-4: Productivity by sector in Devon and the South West, 2010 and 2020
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Source: LEFM, consistent with Economic Prospemtstfe Nations and Regions of the UK, July 2010.

Analysis by Sector — Employment

The poor employment performance projected in Deeorthe 2010-15 period is mainly due
to a strong fall in employment in government & atervices (just over 1% per annum, or
well over 1,000 jobs per annum) over this periodVithin this sector, it is public
administration and education & health — rather thascellaneous private services that are
also included in this sector — which is expectedxperience the severest job shedding. This
reflects the effects of the Comprehensive SpenBiegew 2010, as the effects of austerity
wash through.

Although employment in manufacturing is projectedgtow over 2010-15, and at the same
rate as the South West as a whole, the growth thdnearlier part of the period, as firms
correct for the sharp job cuts made during thessioa and take on staff in response to
stronger, exchange rate and export demand. Inésiswithin manufacturing that are
projected to see employment growth over 2010-1fudecfood & drink, rubber & plastics,
and mechanical engineering. However, from 2015leypment in manufacturing is expected
to decline once again.

In the longer term, employment growth in Devon isjgcted to match that of the South
West, with growth relatively strong in constructiand transport & communications, and
weaker in government & other services.
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Table 2-4: Employment growth in Devon and the South West, 2010-15 and 2015-20 (% pa)

2000-05 ' 2005-10 ' 2010-15 ' 2015-20

Devon South ! Devon South : Devon  South : Devon South

West | West | West | West

Agriculture 0.9 -1.0 : 0.2 4.2 : -6.7 -4.7 : -6.6 -4.6

Mining & quarrying -9.2 -5.3 E -0.2 -1.9 E -3.5 -3.1 E -3.2 -2.8

Manufacturing | -2.5 39, -39 28, 05 05, -06 05
1 1 1

Electricity, gas & water 7.3 31, 52 62, -21 2.4 -1.6 -1.8

Construction 7.8 4.1 E -5.7 -4.5 E 0.6 0.4 E 29 1.8

Distrib., hotels & cater. 2.6 1.6 : 0.1 -1.1 : 0.3 0.4 : 1.0 1.2
1 1 1

Transport & comms. 5.5 21, -42 05, 07 09 1.1 0.6

Fin. & business services 5.8 3.8 E 2.6 0.1 E 1.8 1.7 E 2.6 25

Government & other serv. 2.9 1.9 : 0.0 1.4 : -1.1 -0.8 : 0.5 0.7
1 1 1

Total 3.0 15, -06 0.2, 01 01, 1.0 1.0

Source: LEFM, consistent with Economic Prospemtstfe Nations and Regions of the UK, July 2010.

Figure 2-5: Employment by sector in Devon and the South West, 2010 and 2020

Agriculture ?

Mining & quarrying

Manufacturing E

Electricity, gas & water ;

Construction E

Distrib., hotels & cater.

Transport & comms. E

Fin. & business services

m2010 Devon
32020 Devon
22010 SW
02020 SW

Government & other serv.

=

0.0%

5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

Proportion of all jobs

Source: LEFM, consistent with Economic Prospemtstfe Nations and Regions of the UK, July 2010.

In terms of occupations, the projected sectorakpatfor employment growth is projected to
lead to fairly strong growth in jobs for managerssé&nior officials in Devon over 2010-20
(see Figure 3.6). Nevertheless, the overall sbhtkese occupations in total employment in
Devon is expected to remain below that of the Sdudst as a whole for the duration of the

forecast period.
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Figure 2-6: Employment by occupation in Devon and the South West, 2010 and 2020
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0.0% 5.0% 10.0% 15.0% 20.0%
Proportion of all jobs

Source: LEFM, consistent with Economic Prospeatstfe Nations and Regions of the UK, July 2010.

Industries with fastest and slowest projected employment growth

Projections for a more detailed group of indust(@@) are shown in Table 2-5. The Table

shows those industries which are projected to Bedastest employment growth in Devon

over 2010-15, and those which are expected tohgesharpest employment decline over the
same period.

The location quotient (LQ) within the Table showse trelative specialisation of these
industries in Devon, compared with the South Wesa avhole. A LQ value of 1.0 indicates
that the industry accounts for the same sharetaf émployment in Devon as it does in the
South West as a whole. A value greater than 1l.@ns@ higher degree of employment
concentration in that industry than is the caghatevel of the region overall, with an LQ of
less than one pointing to a lower degree of comagab.

The Table shows that the fastest growing indusiriddevon comprise both manufacturing
and service industries. However, the three fagpesting industries all have LQs of less
than 1.0, which means, first, they are underweigleimployment-wise relative to the region,
and, second, that they will have less of an impaicbverall employment growth in Devon
than the same growth that industry would have erSbuth West.

The Table also shows that, as already discussedpfaine largest industries in Devon, public
administration & defence, which also has a LQ gretitan 1.0, is projected to be one of the
worst performing industries in the county in termigmployment growth over 2010-15.

Agriculture, which is also relatively large in Davogiven its significantly rural nature, is
projected to see the strongest fall in employmenet ¢his period, and in the 2015-20 period
as well.

530 industries were used for this analysis, rathan the 41 generated by the LEFM, as it was censitimore
robust at the county and district spatial levebe innex A for a list of the 30 industries.
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Table 2-5: Sectoral composition of employment in 2010 in Devon; the location quotient for sectors in
Devon relative to the South West; and project annual growth rates in employment for 2010-2015 and
2015-2020

Employment LQ Projected annual Projected annual

Employment in relative to South growth rate in growth rate in
Devon in 2010 West in 2010 employment, employment,
2010-2015 2015-2020

Sectors projected to see the highest rates of absolute growth in employment between 2010 and 2015

Food, drink & tobacco 3,400 0.7 4.2% -0.3%
Insurance 1,600 0.6 2.1% 3.0%
Other business services 48,400 0.9 1.9% 2.7%
Other manufacturing 3,100 14 1.8% 1.3%
Hotels & catering 30,500 1.2 1.5% 1.8%
Rubber & plastic products 2,200 1.2 1.3% 0.4%

Sectors projected to see fast rates of employment decline between 2010 and 2015

Chemicals & man-made 1,600 11 -1.3% -1.1%
fibres

Basic metals & metal 2,800 0.8 -1.5% -1.3%
products

Electricity, gas & water 2,200 1.2 -2.1% -1.6%
Wood & paper 1,200 0.8 -2.2% -1.5%
Electronics, elect & inst 2,500 0.6 -2.2% -2.2%
eng

Other mining 700 11 -3.5% -3.2%
Public admin. & defence 25,300 11 -3.7% -0.1%
Agriculture etc. 13,600 1.3 -6.7% -6.6%

Source: LEFM, consistent with Economic Prospeatshfe Nations and Regions of the UK, July 2010.

Relative concentration and employment performance

Table 2-6 groups the detailed (30) industries indPeinto four groups, split by specialisation
relative to the South West (LQ), and by projectetblyment growth relative to the South
West over 2010-20.

The Table shows that fewer than half (four) of it@dustries in which Devon is specialised
are projected to see strong employment growthivelab the South West over 2010-20.
Further, three of these are projected to see &didéit a smaller fall than in the South West)
in employment over this period.

The encouraging news is that, as already trailedglthe mix of industries in which Devon
is projected to see strong growth relative to thatls West contains both manufacturing and
services industries. But, concerningly, public adstration & defence is not only projected
to see a fall in employment - is also expectedemweak relative growth when compared to
the South West as a whole.
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Table 2-6: Patterns of current specialisation and projected future growth (in employment) in Devon
relative to the South West

High employment LQ relative to South
West, 2010

Low employment LQ relative to South
West, 2010

Strong relative
growth in
employment,
2010-2020

Textiles, clothing & leather*

Mechanical engineering*

Electricity, gas & water*

Construction

Food, drink & tobacco

Electronics, elect & inst eng*

Transport & communications
Insurance

Other business services

Agriculture etc.*

Other mining*

Chemicals & man-made fibres*

Rubber & plastic products

Wood & paper*
Printing & publishing

Non-metallic mineral products*

Basic metals & metal products*

Weak relative

growth in . I

employment, Other manufacturing Motor vehicles

2010-2020 o )
Distribution Other transport equipment
Retailing Banking & finance

Hotels & catering Education & health*

Public admin. & defence* Other services

Source: LEFMNote that sectors shown liold are projected to see absolute employment growireironover the period 2010-
2020; those shown inderlined italicsare projected to decline in absolute terms

Taking a District View

2.25 Within Devon, Mid Devon and South Hams are projedte see the fastest growth in total
GVA over 2010-20 (see Table 2-7 and Figure 2-73pde recent growth (2005-2010) in the
districts being estimated to have been poor. Grawthese districts is projected to be 2.3%
per annum and 2% per annum respectively over 261@dmpared with 1.6% per annum in
Devon as a whole. Over 2015-20, growth is progeétebe 3.4% per annum in Mid Devon

and 3.5% per annum in South Hams, compared withuatg average of 3% per annum.

2.26 The weakest growth in GVA over 2010-20 is expettelde in Teignbridge and West Devon,
with growth of around 1%2% per annum over 2010-11l around 2%2-2%% per annum over
2015-20. Exeter is also projected to see poor tramvGVA over 2010-15. The city has a
comparatively high representation of public segbtus, the shake-out of which will impact

adversely on the city economy’s overall performafocesome time to come.

2.27 Productivity growth is expected to be fastest istHaevon and Mid Devon, and slowest in
Exeter. This reflects the industry mix and differal sectoral prospects within and across the
districts. Note that projections of productivityogith by detailed (41) sector are the same for

all districts.
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2.28 As with GVA, employment growth over 2010-20 is mated to be fastest in Mid Devon and
South Hams, while East Devon and West Devon aljegsa to see the worst performance in
employment terms.

Table 2-7: 2010 baseline and annual growth rates for key LEFM indicators, for Devon and its districts

2010
Baseline 2000-2005 2005-2010 2010-2015 2015-2020

GVA (Em, CVM, reference year 2005)

Devon 11,148 4.1% 0.5% 1.6% 3.0%
East Devon 1,609 2.1% 0.3% 1.6% 3.2%
Exeter 3,239 5.7% 1.8% 1.3% 3.0%
Mid Devon 868 4.1% -2.5% 2.3% 3.4%
North Devon 1,387 5.2% 0.6% 1.7% 3.0%
South Hams 1,234 5.6% -1.1% 2.0% 3.5%
Teignbridge 1,521 2.2% 1.4% 1.5% 2.8%
Torridge 648 2.3% 0.0% 1.7% 2.9%
West Devon 642 2.8% 0.3% 1.4% 2.6%

Productivity (E000/job, CVM, reference year 2005)

Devon 31.1 1.0% 1.1% 1.7% 2.1%
East Devon 30.6 0.4% 1.7% 2.0% 2.3%
Exeter 33.5 1.0% 1.3% 1.4% 1.8%
Mid Devon 30.9 1.0% 0.4% 2.0% 2.3%
North Devon 30.9 1.5% 1.4% 1.9% 2.2%
South Hams 30.3 0.8% 0.5% 1.9% 2.2%
Teignbridge 29.5 1.0% 1.0% 1.7% 1.9%
Torridge 29.9 1.5% 1.0% 1.9% 2.1%
West Devon 29.7 1.0% 0.7% 1.7% 2.0%
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2010
Baseline | 2000-2005 2005-2010 2010-2015 2015-2020

Employment (thousands)

Devon 358 3.0% -0.6% -0.1% 1.0%
East Devon 53 1.7% -1.4% -0.4% 0.9%
Exeter 97 4.7% 0.5% -0.1% 1.1%
Mid Devon 28 3.1% -2.8% 0.2% 1.0%
North Devon 45 3.7% -0.7% -0.2% 0.8%
South Hams 41 4.8% -1.6% 0.1% 1.2%
Teignbridge 52 1.3% 0.4% -0.1% 0.8%
Torridge 22 0.8% -1.0% -0.2% 0.8%
West Devon 22 1.8% -0.4% -0.2% 0.6%

Source: LEFM, consistent witbconomic Prospects for the Nations and Regionseof)K, July 2010.

Figure 2-7: GVA growth in Devon and its districts, 2010-15 and 2015-20
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Source: LEFM, consistent withconomic Prospects for the Nations and Regionseoft, July 2010.
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Figure 2-8: Productivity growth in Devon and its districts, 2010-15 and 2015-20

H Devon W East Devon [ Exeter B Mid Devon M North Devon
M South Hams M Teignbridge M Torridge West Devon

2.5

productivity growth, % pa

2010-15 2015-20

Source: LEFM, consistent withconomic Prospects for the Nations and RegionseofK, July 2010.

Analysis against other County Comparators

Table 2-8 shows key economic indicators for Devomgared with a number of areas,
including the proposed Devon & Somerset (includitigmouth and Torbay) LEP area, and
the administrative counties of Norfolk and Cumbria.

In overall economic terms, Devon is about the same as Norfolk and about twice the size
of Cumbria. On GVA, Devon is projected to grow savhat faster than Cumbria over 2010-
20, although is projected to grow more slowly tidarfolk over 2010-15 and at about the
same rate over 2015-20. GVA in Devon is projettede similar to that for the LEP area as
a whole, suggesting that the growth prospectsHerdombined area of the Plymouth and
Torbay Unitary Authorities and Somerset are sintitethose for Devon.

Productivity in Devon in 2010 is estimated to beusrd 7% higher than in Cumbria, but some
14% lower than in Norfolk. Productivity growth evthe period 2010-2020 is projected to
be very slightly faster in Devon than Cumbria, Ntkf and the proposed LEP area.

SQW ce '



2.32

Assembling the evidence base for the Devon Local Economic Assessment
A Final Report to Devon County Council

On employment, growth in employment is projectetvedaster in Devon than Cumbria over
2015-20, but faster in Norfolk over the whole fastperiod. Growth in employment in the
Devon & Somerset LEP area is projected to be sirtoléhat of Devon.

Figure 2-9: Employment growth in Devon and its districts, 2010-15 and 2015-20
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Source: LEFM, consistent witbconomic Prospects for the Nations and Regionseof)K, July 2010.
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Table 2-8: 2010 baseline and annual growth rates for key LEFM indicators, for Devon and comparator

areas
2010
Baseline 2000-2005 2005-2010 2010-2015 2015-2020

GVA (Em, CVM, reference year 2005)
Devon 11,148 4.1% 0.5% 1.6% 3.0%
Devon & Somerset LEP 24,000 3.1% 0.4% 1.6% 3.0%
South West 86,116 2.9% 0.3% 1.9% 3.0%
UK 1,124,758 2.7% 0.6% 2.0% 3.1%
Norfolk 13,991 4.4% -0.3% 1.9% 3.0%
Cumbria 6909 2.5% 0.8% 1.4% 2.7%
Productivity (E000/job, CVM, reference year 2005)
Devon 31.1 1.0% 1.1% 1.7% 2.1%
Devon & Somerset LEP 30.5 0.9% 0.9% 1.6% 2.0%
South West 33.0 1.4% 0.5% 1.7% 2.0%
UK 36.6 1.7% 0.7% 1.9% 2.1%
Norfolk 36.0 2.0% -0.2% 1.7% 1.9%
Cumbria 29.0 0.9% -0.3% 1.6% 2.0%
Employment (thousands)
Devon 358 3.0% -0.6% -0.1% 1.0%
Devon & Somerset LEP 786 2.2% -0.5% 0.0% 1.0%
South West 2609 1.5% -0.2% 0.1% 1.0%
UK 30698 1.0% -0.1% 0.1% 0.9%
Norfolk 389 2.3% -0.1% 0.2% 1.1%
Cumbria 239 1.5% 1.1% -0.1% 0.6%
Source: LEFM, consistent with Economic Prospeatstfe Nations and Regions of the UK, July 2010.
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Summarising the key messages

The previous Chapter has set out in some detaitah@plex interplay of population, working
age population, economic activity, employment raed sectoral productivity that come
together to provide an indication of the Countyi®wgh trajectory. The feedback and
interference effects between these sorts of faei@sntricate and sophisticated — effects can
be short-term or persistent for the long-term, wthdriven by structural internal change as
opposed to external influence, and each may be apieho local action to lesser or greater
extents.

Being alert to these effects and their interplaymgortant in using the projections in this
report meaningfully. But, it is also vital to addihe trap of ‘woods and trees’. Given this, it
is worth summarising the key messages that theysiah Chapter 3 has identified. These
are as follows:

Overall GVA growth in Devon is projected to be stwthan the South West over
2015-20, but will pick up to match the South Wesdrage rate over 2015-20.

Growth in the county is projected to be slower tki@a comparator area of Norfolk
over 2015-20, but to be similar for the 2015-20iqukr Growth is projected to be
faster than the comparator area of Cumbria ovewtiwe forecast period (2010-20).

GVA growth in Devon is projected to be faster thiam South West in manufacturing,
construction, and transport & communications.

In 2010, productivity in Devon is estimated to beumd 6% lower than the South
West average.

Productivity in manufacturing as a whole is alstnested to be lower in Devon than
the South West. However, productivity is higheD@&von than in the South West in
some manufacturing industries, such as food & drarid electrical engineering &
instruments.

Based on the assumption that productivity in irdlinal industries in Devon will grow
at the same rate as forecast for the South Wesimik of industries in manufacturing
means that overall manufacturing productivity isjpcted to grow slightly faster in
Devon than in the South West.

Productivity in financial & business services invoa is estimated to be about 15%
lower than the South West, and is projected to grame slowly than the South West
average over 2010-20.

Employment growth in Devon is projected to be wdfsan the South West average
over 2015-20, but similar to the region over 2005-2

Those industries that are projected to see thedsmployment growth over 2010-
15 include manufacturing and service industriest, Bhe three fastest-growing
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industries account for a smaller proportion of t@mployment in Devon than the
South West average.

. One of the largest industries in Devon, public adstiation, is projected to see a
strong fall in employment over 2010-15. Betweerldl@@nd 2020, the industry is
expected to see a more severe fall than the Soa#st 8¢ a whole.

. Within Devon, Mid Devon and South Hams are projgdte see the best economic
performance over 2010-20, and West Devon the worst.
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Annex A: Definitions

Table A-1: Cambridge Econometrics’ industries (30) defined in terms of SIC2003

Industry SICO3 definition

1 Agriculture etc. 01,02,05
2 Coal 10

3 Oil & Gas etc. 11,12

4 Other Mining 13,14

5 Food, Drink & Tobacco 15,16

6 Textiles, Clothing & Leather 17,18,19
7 Wood & Paper 20,21

8 Printing & Publishing 22

9 Manuf. Fuels 23

10 Chemicals 24

11 Rubber & Plastics 25

12 Non-Metallic Mineral Products 26

13 Basic Metals & Metal goods 27,28
14 Mechanical Engineering 29

15 Electronics, Elec. Eng. & Instruments 30-33
16 Motor Vehicles 34

17 Other Transport Equipment 35

18 Other Manufacturing 36,37

19 Electricity, Gas & Water 40,41

20 Construction 45

21 Distribution 50,51
22 Retailing 52

23 Hotels & Catering 55

24 Transport & Communications 60-64
25 Banking & Finance 65,67

26 Insurance 66

27 Other Business Services 70-74
28 Public Admin. & Defence 75

29 Education & Health 80,85

30 Miscellaneous Services

90 to 93,95,99
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Table A-2: Cambridge Econometrics’ sectors (9) defined in terms of SIC2003

Sector SIC03 definition

1 Agriculture etc. 01,02,05

2 Mining & Quarrying 10-14

3 Manufacturing 15-37

4 Electricity, Gas & Water 40-41

5 Construction 45

6 Distribution, Hotels & Catering 50-55

7 Transport & Communications 60-64

8 Financial & Business Services 65-74

9 Government & Other Services 75-99

Table A-3: Annual Population Survey sectors (9) defined in terms of SIC2003

Sector SIC03 definition
1 Agriculture & fishing 01,02,05
2 Energy & water 10-14, 40-41
3 Manufacturing 15-37
4 Construction 45
5 Distribution, hotels & restaurants 50-55
6 Transport & communication 60-64
7 Banking, finance & insurance etc 65-74
8 Public admin, education & health 74-85
9 Other services 90-99
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Table A-4: Cambridge Econometrics’ broad occupations (9) defined in terms of SOC2000

SOC2000 Major S0OC2000 Sub-Major

Managers And Senior Officials Corporate Managers
Managers And Proprietors
Professional Occupations Science/tech Professionals
Health Professionals
Teaching/research Prof.
Business/public Service Prof.
Associate Professional And Technical Occupations Science Associate Prof.
Health Associate Prof.
Protective Service Occs
Culture/media/sport Occs
Bus/public Serv. Assoc Prof.
Administrative Clerical & Secretarial Occupations Admin & Clerical Occupations
Secretarial & Related Occs
Skilled Trades Occupations Skilled Agricultural Trades
Skilled Metal/elec Trades
Skilled Construct. Trades
Other Skilled Trades
Personal Service Occupations Caring Personal Service Occs
Leisure/oth Pers Serv Occs
Sales And Customer Service Occupations Sales Occupations
Customer Service Occupations
Process Plant & Machine Operators Process Plant & Mach Ops
Transport Drivers And Ops
Elementary Occupations Elementary: Trades/plant/mach

Elementary: Clerical/service
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