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Devon Local Economic Assessment

1: Introduction

This document presents — in summary form — the Bévacal Economic Assessment. It is
based on data and other evidence which describ@r®economic circumstances. The
Local Economic Assessmentnst itself a strategy — although its findings oughbttaken
into account in the development of future strategy.

Background to the Local Economic Assessment (LEA)

Section 69 of the Local Democracy, Economic Dewvelept and Construction Act (2009) set
out the requirement for principal local authoritiasEngland to‘prepare an assessment of
the economic conditions of its area’The new duty came into force fromi April 2010.
Accompanying statutory guidance on the content BA$ was published on 31March
2010. However, shortly after the coalition governmeaine into power, CLG indicated that
the statutory guidance for LEAs would be revokedyving the Duty in place btallowing
local authorities to decide locally how they mighanitor their local economy”.

Against this backdrop, Devon County Council hasveradhe last two years — assembled a
wealth of evidence and analysis that together gmotiie evidence base for the LEA; much
of this is posted on the Devonomics websitas well as data sourced directly from ONS and
the consultation draft oDevonomics: The Devon economy at your fingettipey
substantive elements includeter alia:

. an analysis of Devon’s performance in relationrmdpctivity*
. baseline economic projections for Devon and itidts®
. a future-facing analysis of social, technologiealyironment, economic and political

trends and drivefs

. an analysis of self-employment in Devon

. a study of the challenges and opportunities linteethe transition to a low carbon
economy

. in-depth economic profiles for each of Devon'’s ¢igleal authority districts.

! http://iwww.communities.gov.uk/documents/localgoveemt/pdf/1525914.pdf

2 http://www.devonomics.info/

3 This was published in August 2010 by Devon Countyr@d. It is available at
http://www.devonomics.info/sites/default/files/dmeents/Devonomics%20Consultation%20Final. pdf
4 Seehttp://www.devonomics.info/sites/default/files/doents/Devonomics%20-%20WP 1%20-
%20Devon%20%20Productivity%20(May%202011%20-%20Ikindf

5 Seehttp://www.devonomics.info/documents/analysis-stepds-and-drivers-facing-devon

8 Seehttp://www.devonomics.info/documents/analysis-stepds-and-drivers-facing-devon

7 Seehttp://www.devonomics.info/sites/default/files/dmeents/Devonomics%20-%20WP 2b%20-
%20Self%20Employment%20(May%202011%20-%20Final).pdf

8 Seehttp://www.devonomics.info/documents/low-carbonsmmy-context-devon-economy
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In addition, at the start of 2012, Devon County Gmlugenerated a comprehensive and up-to-
date evidence base relating broadly to the fivendsewhich were identified in the original
LEA guidance. Despite the revocation of the guadarthese retain considerable currency:
economic geography; business and enterprise; paogdleommunities; sustainable economic
growth; and overall competitiveness.

Devon’s economy: in overview

Overall, in 2009, the value of Devon’s economy (swad in terms of Gross Value Added
(GVA) at current basic prices) was just over £22bim 2010, the county was home to over
30,000 active enterprisés It accounted for approaching 300,000 employbee j@and almost
60,000 residents were self-emplojfedOverall, in 2010, the population of Devon wastju
short of 750,008 and the number of residents aged 16-64 (a prokythie working age
population) was slightly over 450,000; of thesame 78% were either in work or actively
seeking work, and the employed population (whe&imployed or self-employed) numbered
around 340,000. Hence it is clear that the Devon economy is &ileea

To put these numbers in context, it is useful temréo a few comparators. In terms of
headline GVA, the Devon economy is about 50% bigban that of Somerset (which has
GVA of just over £8bn) but somewhat smaller thaat tbf Norfolk (E13bn). Devon has
slightly more active enterprises than Norfolk bather fewer employee jobs (suggesting a
higher incidence of smaller businesses). Ovebalyon, Norfolk and Somerset are really
quite similar in relation to activity rates.

However in economic terms, Devon needs to be utwm@isalso in terms of its diversity.
Within Devon, there is one city (Exeter) which rasignificant impact on the economic
character of the Devon economy as a whole. Definedway that includes the wider “town
area”, Exeter is home to approaching 20% of Deveoe&dent population. Further north,
west and south, Devon is overwhelmingly rural atgl @conomic character is shaped
significantly by the presence within it of two Natal Parks (Dartmoor and Exmoor) and
extensive Areas of Outstanding Natural Beauty @thldthe south and north of the county).
Whereas Exeter — and smaller towns on the mainnaibdorridor (A38, and the route of the
Great Western Railway (from Plymouth to Exeter andto Bristol, Reading and London))
are relatively well connected, significant areasthe# county are really quite remote from
major centres of population and economic activideripherality — in an economic sense — is
therefore a feature.

Structure and purpose of this document

This document draws on the evidence base desaibeee to embellish this headline profile
of Devon’s economy, and to draw out the challeragesopportunities it is facing. It seeks to

® ONS Regional Accounts (as at 14 December 2011)
10 ONS IDBR (Business Demography 2010)

1 ONS ABI Employee Analysis, 2008

12 ONS Annual Population Survey

13 ONS Mid Year Population Estimates

14 ONS Annual Population Survey
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present — in a succinct and accessible manner evinall Local Economic Assessment for
Devon. ltis structured into six further chapters:

in Chapter 2, we consider Devon’s economic geographd we examine the
available evidence with regard to the nature anerof economic flows within (and
beyond) the county

Chapter 3 considers Devon’s business base anldataater and performance

in Chapter 4, we examine issues relating to Devtabsur market and we consider
its scale, character and composition

Chapter 5 then examines issues linked to the emwviemtal performance of Devon’s
economy, recognising that this is likely to becomereasingly important over the
years ahead

in Chapter 6 — drawing on a range of different eritk sources — we attempt to look
ahead and distil prospects for the economy as dewho

finally, in Chapter 7, we draw together some kegatosions; the intention is that
these should inform policy-makers and others withimd beyond Devon and,
particularly, the new Heart of the South West Ldealerprise Partnership.

This document is, intentionally, succinct and asit#ds. Readers seeking more in-depth
analysis are strongly encouraged to refer to thgpating evidence base on which the
narrative is based.
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2. Devon'’s spatial economy

Introduction

As intimated in paragraph 1.7, Devon’s spatial ecoy is distinctive and it is difficult to
understand patterns of economic performance atihessounty without some reference to its
geography. In this chapter, we set out the spetiatext for the LEA as a whole. We do so
by addressing three main issues:

. the functionality and character of Devon'’s largettlements and its rural areas
. the flows of people within and beyond the county
. the key place-based assets which are particulagpitant for the Devon economy.

Devon’s places™

Overall, Devon is a predominantly rural area. A" lresidents per square kilometre, its
overall population density is significantly lowehnain that of England as a whole (401
residents per square kiloméfje In economic terms, this means that across ¢ogrgphy,
there are typically relatively few workers and aamers; and hence the “density” of
economic activity is less than the national averadee concept of density is important
because it links closely to “agglomeration”.  Tygdlg, economies with significant
agglomeration benefits tend to be the most comypetittheir labour markets are effectively
bigger, their firms can find specialist supplierorm easily, the provision of specialist
financial and business support tends to be moreeldped, and so on. Of course,
agglomeration also brings “down sides”, most naotdbé costs of congestion. But economic
theory suggests that in general, the benefits gloageration outweigh the disbenefits in
determining the overall competitiveness of places.

Exeter

Within this context, it is important to recognideat the county has one medium-sized city:
Exeter. With a core urban population of about @@6,and a total population (including
immediately adjacent settlements) of around 146/0@xeter is home to approaching 20%
of Devon’s resident population. To put this in@parative context at the settlement (as
opposed to Local Authority District) level, we netxrefer back to Table KSO1 from the
2001 Census. These data are now significantlyobaate (and it is important to note that
many medium-sized settlements (including Exetevehseen significant population growth in
the intervening decade). Nevertheless it is imtitra to note that in 2001, the population of
the urban area of Exeter was estimated to be 1P6,77is was bigger than Bath (90.144),

15 This section draws extensively on the eight dispiofiles which are available on the Devonomiebsite
16

ONS
17 Estimates of the 2009 population provided by t8a P
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similar to Cambridge (117,717) and Gloucester (d@3) and noticeably smaller than
Plymouth (243,795) and Norwich (174,047).

Exeter plays a distinctive economic role within tbevon economy. Measured in relation to
the Local Authority District (which has a smallgpasial footprint than the urban area),
economic activity within Exeter accounts for 29%tlé county’'s GVA and about 30% of
employee jobs; however the area administered bgtdExCity Council is significantly
“under-bounded” in relation to Exeter’s functioma&lonomic area and hence we can conclude
that the real significance of Exeter as an econdmiz within Devon is a good bit greater.
Moreover, five more qualitative observations alsedto be made:

. first, Exeter is home to many of Devon’'s biggest dnghest profile companies;
examples include South West Water, Met Office, tayecoach South West. Many
of these are located on the city’'s major busines&spand industrial estates which
include,inter alia, Pynes Hill Business Park and Exeter Business Park

. second, Exeter is the hub for Devon’s public seettth Devon County Council, the
Royal Devon and Exeter NHS Foundation Trust, andoDeand Cornwall Police all
substantially represented within the city

. third, the University of Exeter's main campus (&theam Campus) is located just to
the north of the city centre. The University iskad 18" nationally by theComplete
University Guideand ¢' by theSunday Timesdt has seen substantial investment in
recent years, including in relation to the SchaoblBmsciences and the Business
School. In addition, Exeter Innovation Centre 4,600 sq m facility for high tech,
new and innovative businesses — has been establishthe Streatham Campus and
occupancy levels are strong

. fourth, Exeter is a substantial retail hub. Acoogdo CACI's2010 Retail Footprint
Exeter is the 31biggest retail centre in Great Britain with a ¢tehent that extends
from Yeovil in the east to Plymouth in the west amtdudes over one million people

. finally — as we consider in more detail later — t€xds the hub of Devon’s transport
network, particularly in relation to national antteérnational connectivity (e.g. it is
estimated that there are 400,000 rail journeys gaah between Exeter and London
Paddingtoff and Exeter International Airport, although located East Devon
district, is strongly linked to the functionality Bxeter).

In addition, it is important to recognise that De\gspatial plans — as set out in the various
iterations of district-level Local Development Franworks — make provision for the growth
of Exeter’'s functional economy, albeit with much thfat growth being located in the
neighbouring districts of East Devon and, to sorxterd, Teignbridge. As set out in the
Consultation Draft of the East Devon Core Strat@pted December 2011), the intention is
that East Devon's West End will accommodate sicgnifi residential growth (around 7,500
new homes) and major employment development. 8gadbi, in economic terms, the plan
is that: “the West End will host a world class science parknajor business park, a number

18 Seehttp:/iwww.devon.gov.uk/dtltp2011-2026strateqyddé gpage 40)
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of new low carbon communities with mixed use hgysincial, community and commercial
facilities hotels, and also a major training cenfog the aviation industry!”

Other urban economies

Devon’s other urban areas are generally much smaHewever they play locally important
roles as market and service centres. Exeter afbidepther towns (or groupings of towns)
each have a resident urban population in exce0®00 (according to data provided by
Devon PCT and relating to 2009):

It is estimated thatNewton Abbot together with nearbyingsteinton (and the
smaller settlements of Kingskerswell, Chudleigh &@wley Tracey) has an urban
population of around 53,000. Within Teignbridgstdct and located to the south
west of Exeter, this cluster of towns is well-pldcien relation to road and rail
connections and in the medium term, significanthier growth is planned. Currently
the economy is quite distinctive, with some sigrafit production-based employers
(e.g. Centrax Engineering (gas turbines), Hymem&pace)) and extraction activities
(linked to ball clay deposits). However this ahes faced some challenges: the loss
of the agricultural campus of Plymouth Universitaswone and for many years, the
failure to secure improvements to the South Devimk Road® (connecting Newton
Abbot to Torbay) was a second.

Exmouth (together withBudleigh Salterton and Woodbury) has a resident urban
population of just over 44,000. In functional ternit has strong links to Exeter
(some 20km to the north) and there are sizeableutetommuting flows. Located at
the mouth of the River Exe and in an outstandingimah setting, Exmouth and
Budleigh Salterton continue to have a strong towuiisdustry.

While both Newton Abbot and Exmouth are stronghkdid to ExeterBarnstaple
(with Fremington andLandkey) — with an urban population of about 37,000 — is
really quite different. Located in the north ofetttounty, it is the principal
administrative, retail and service centre for thele of north Devon. Some 93km to
the north west of Exeter, Barnstaple’s (and inddesl whole of north Devon’s)
connectivity to the national transport infrastruetus quite different from that of
towns further to the south: from Barnstaple, Land®addington is about 4 hours
away by train (whereas from Exeter, the fasteghdreeduce the journey time to just
over 2 hours). In or close to Barnstaple, them taswever some major industrial
employers including Actavis Pharmaceuticals, Lethagln Shapland (which
manufactures high specification doors) and Parleemifin (precision engineering)

Bideford (with Northam) is sited on the banks of the River Torridge (e tocal
authority district of Torridge) and it is esseriiahorth Devon’'s second sizeable
urban area (with an urban population totalling 29)0 Historically, Bideford was a
transatlantic port and its major employers (e.gplddore Shipyard) are consistent
with this maritime heritage. However increasingBideford has very close

19 Although note that plans for the Kingskerswellfmss were included in the Chancellor's Autumn Stetem
(2011) — sedttp://southdevonlinkroad.co.uk/
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functional links with Barnstaple and plans for fhaure of the two towns are strongly
interlinked.

. Tiverton — with an urban population of about 22,000 — idl4eeated in relation to
the national transport infrastructure and it alss lgood access to both the north
Devon towns (via the A361 North Devon Link Roadyl d&xeter (by road and rail).
It is the largest settlement within the district\diid Devon and it is a market town. It
can claim some major employers, notably Heathqoatsiles).

Broadly then, Newton Abbot, Exmouth and Tivertom ¢& seen as significant urban centres
in their own right but with strong links into ExeteBarnstaple and Bideford have strong links
to each other, but otherwise need to be regardedrasal service (and by definition
economic) centres for the north of the county.

Plymouth and Torbay

In the south west of Devon, the dominant urban er®ymouth — but this is administered by
a unitary authority and is outside the scope of tidcal Economic Assessment. The impact
of Plymouth however is important, particularly glation to the west of the South Hams and
much of West Devon. Indeed, planned growth in Smeith Hams is strongly linked to
Plymouth, most notably through the new communitySaerford. Plymouth is a larger
economic hub than Exeter but it performs less gitsooverall.

To the east of the South Hams and the south ofnbeidge is Torbay — which is a large

urban area encompassing Torquay, Brixham and RaigntThe Torbay area has seen
persistent economic decline for some decades asr ragjployers have been lost (notably
Nortel) and demand for traditional resort-basedisieatourism has waned. Despite its size,
Torbay does not really function as a service cefdrethe adjacent rural areas in Devon;
these are far more inclined to look north (towakdsvton Abbot and Exeter) or to smaller,

more proximate, urban economies (e.g. Totnes).

Devon'’s rural areas

Devon’s rural areas arguably comprise “the restthef county. The urban areas of Exeter
and the five towns described above together acctmmabout 44% of Devon’s resident

population while a large number of much smaller tewsuch as Totnes, Sidmouth and
Okehampton) together account for a further 22%e fdmainder of the resident population
lives in villages and hamlets. This includes pedpling on Dartmoor and Exmoor, and in

the various Areas of Outstanding Natural Beauty.

The economy of these areas is important for Degoa\@hole and typically, self-employment
is a prominent feature, together with large numioémsicro businesses. Some of these areas
are well connected to urban centres and some raaiynot; in this context, the relationship to
the principal transport corridors is important —tigallarly the M5/A38 (which runs (within
Devon) from the east of Tiverton, via Exeter angbhidge to Plymouth); the A30 (located to
the north of Dartmoor and running from Exeter toe@&mpton and (in Cornwall)
Launceston); and the A361 (from Tiverton and the tlBarnstaple in the north). The map
below provides an indication of the location of grencipal transport corridors.
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1: Devon'’s spatial economy
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Devon’s economic flows

Within this overall spatial context, it is importato understand something of the economic

flows t

hat underpin — and to some extent structdréhe Devon economy. These are

intrinsically difficult to measure, but two diffaneperspectives are useful.

Flows of workers

The be

st available data on commuting patternsrane the Census, but at the time of writing,

data from the 2011 Census have yet to be releaskae recent sample surveys — from the

Annual

Population Survey — provide some indicatminchange, but they are prone to

sampling error and they are much less accurate.

From the available data, the following observatiaresimportant:

Overall, just under 90% of Devon’s working residehtive workplaces within the
county. The proportion of workers (for employeeséd in Devon) that are resident
in the county is similar. Neither of these headlliigures changed significantly
between 2001 and 2008
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. At the county level, the only significant changeteamms of flows of in- and out-
commuters between 2001 and 2008 was that linkeodutacommuting to Torbay.
This fell significantly between the two years, kgt at the increasing relative
weakness of the Torbay economy

. Amongst the Devon districts, the highest levelsesident-based self-containment are
seen in Exeter and North Devon. Exeter has thedolevel of workplace-based self-
containment which again signifies the city’s “drat@”workers living elsewhere. The
districts whose employers are most likely to emplbgir own residents are East
Devon, North Devon and Teignbridge, all of whichvéadarger towns within their
territories. Net in-commuting is a significant fie@ of the two districts without
sizeable towns which abut Plymouth: South Hams\&edt Devon.

Earnings

From the earnings data, we can make some impodbservations on the relationships
between housing and labour markets.

On a workplace basis, earnings in Devon as a w{@20) are low relative to those for

Cumbria (£457), Norfolk (£452) and Somerset (£442)d they are much lower than the
England average (E507 — although note that thisiorted by London); this observation is
important and it relates fundamentally to the arge@rformance on measures of productivity.
But there is, in addition, substantial variatiorthini the county. Employers in Exeter pay the
most (£475); while those in the remote rural ditsriof West Devon (£363) and Torridge
(E336) pay the least.

However workplace-based earnings are only parhefgicture. In some districts — most
notably the South Hams — residence-based earnif§}3) are significantly higher than the
workplace-based figures (£401). This points toitiygact of commuting. In the South Hams
— with its outstanding natural environment andtkie north of the district) good connectivity
(including to Exeter and London) — housing is exgdem and those that can afford to buy it
generally rely on salaries earned elsewhere. Tbigiad in which the two measures of
earnings are most similar is North Devon — reinfaggdhe observation above relating to its
self-containment. Conversely, the residents ofté&xearn a good deal less than the workers
(E440 compared to £475). The inference is thatdfisehigher paid jobs are generally taken
by in-commuters who live elsewhéte

Devon’s place-based assets

Devon’s urban economies — as concentrations ofaenimnactivity — need to be seen as place-
based economic assets and the future of the Desomoey will depend to an important
extent on them. However they are not the only ickemation in relation to Devon’s spatial
economy.

Devon’s complement of research institutions isaesly important, particularly against the
backdrop of global competitive processes and tgeifsiance of knowledge-based activity.

20 All of these figures relate to median gross weeldynings for full time employee workers. The damthe
averages for three years (2009/11). They have $a@rced from the Annual Survey of Hours and Easin

SQW °



2.20

2.21

Devon Local Economic Assessment

Within this context, reference has already beenemadthe strength of the University of
Exeter and the investments linked to it. Beyondt,thhowever, Devon has seen some
important losses in recent years, generally witkive wider context of institutional
restructuring and rationalisation — the agricultw@llege has gone from Seale Hayne, Rolle
College has closed in Exmouth and Dartington Celle§ Arts merged with University
College Falmouth.

An asset that remains tremendously important toobDeyw if difficult to quantify in
straightforward economic terms — is its naturaliemment. The two National Parks are of
the highest environmental quality and both arerssicierable magnet for tourism and leisure.
In addition, the coastlines of north and south Dewvoalthough different in character from
each other — are outstanding resources which umderpvibrant leisure sector. More
generally, Devon's land-based assets underpin @gtagri-food sector which, despite
continual restructuring and reinvention, remainseannomic mainstay. And increasingly
those assets are being re-purposed in the contextemands for sustainable energy
production.

Conclusion

The spatial economy of Devon is diverse and diffeaged. The assets within it and the
flows around and between them provide the essetditass for its economic performance
and prospects. These “economic contours” defiree ghvironment in which businesses
operate; labour markets function; and Devon’s comities live. We turn to these different
dimensions of Devon’s economy in the chapters wfodbw.
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3: Business and Enterprise

Across Devon as a whole, there are currently ireexof 30,000 active enterprises. These
economic “units” are collectively the “engine” oeldon’s economy: the wages they pay and
profits they generate account for the lion’s shairéhe county’s GVA and, other than for
those who are self-employed, it is these enterpitisat shape the careers and determine the
opportunities available to the county’s economicalitive residents. It is therefore important
to understand them fully.

Devon’s business demography

Overall, across Devon, the vast majority of actweerprises are small: over 75% employ
less than five people, a proportion that mirrors $ituation across England as a whole and
within comparator economies such as Norfolk and khiem What is a bit different is the low
incidence of larger enterprises: in Devon, thepprbon employing 10 or more staff is just
under 10% whereas across England the proportiavds 11%. While the differences are
slight, they are important, for larger enterprisesre a distinctive role in relation to an
economy'’s overall performance on GVA and produttivi

Within Devon, the Local Authority District with thgreatest number of active enterprises is
East Devon (which, as noted in Chapter 2, is fonetily linked to Exeter, particularly in its
west) and the districts with the fewest are Westddeand Torridge in the west of the county.
Beyond this, two metrics of business demography renteworthy in terms of economic
character at a district level: the size distribatdf enterprises and the density of enterprises
in relation to the population of working age. Tbkowing observations are important:

. At district level, Exeter has the lowest proportmfrsmall enterprises and the highest
share of large ones. It also has the lowest imcieleof enterprises per person of
working age. Its business demography is reallyegditferent from all other districts,
reflecting its under-bounded, city centre, chanacte

. By some margin, the district with the highest dnsif enterprises (measured in
terms of active enterprises per head of working pgpulation) is South Hams.
However apart from Exeter, every district in Devs more enterprises per head of
working age population than the average acrossaadg|

. The proportion of enterprises employing fewer tfiga people is especially high in
districts which lack a sizeable town, notably WBstvon and Torridge. These are
also the districts with the highest prevalence ef-employment. The inference is
that the incidence of micro businesses is espgdiah in these more rural areas.

Broadly speaking, an analysis of the available datggests overall stability within the
business base in Devon, certainly as comparedéwbkere. Hence while business birth rates
have consistently been two or more percentage pdietow the national average, survival
rates have been correspondingly higher. Data ftben IDBR (Business Demography)
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suggest that among enterprises formed in 2005, @&8¥%ose in Devon were still in existence
five years later compared to about 44% nationa@prrespondingly, Devon'’s businesses are
typically a good deal older than the national ageraover 52% of businesses in Devon have
been in existence for more than 10 years comparetR% of those across England as a
whole.

Digging beneath the county scale, we must agaia tae of substantial local variation. The
graphic below plots Devon (as a whole) and alltefdistricts in terms of the proportion of
businesses aged 10 years or more (horizontal andsjhe business density (vertical axis). In
West Devon, Torridge and Mid Devon, approaching 68Rbusinesses are more than 10
years old; the corresponding figures for Exetat &rignbridge are around 45%. Broadly,
those districts that are on or close to the mangport arteries appear to have much more
“churn” within their business base. However data lmsiness density point more to
urban/rural contrasts: as noted above, ExeteraHas lower level of business density than
anywhere else, whilst the highest level of busirdesssity is seen in South Hams, a district
without any sizeable settlement. The combinatibraacessibility and rurality does then
appear to be important in understanding the busireesnmunity — and crucially, it is
important to recognise thabth dimensions seem to be significant.

Figure 3-1: Business density and business longevity in Devon and its districts, 2010
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Sectoral profile

Data on the sectoral profile of an economy neebletwiewed from two vantage points: the
sectoral distribution of enterprises, and the gattdistribution of activity (which can be

proxied in various ways, including through refereno employment). In Devon these
different perspectives yield quite different result
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The graphic which follows shows ttsectoral distribution of enterprisesfor Devon as a
whole, England and then for Torridge and Exetenesé have been chosen illustratively
because they represent the extremes in terms ahlitlbal and accessible/remote. Devon’s
largest sector — measured simply in terms of thembar of enterprises — is actually
“agriculture, forestry and fishirfg this sector accounts for over 20% of the tgtahich is
roughly four times the England-wide figure). Inms® districts — notably Torridge, West
Devon and Mid Devon — the proportion is even higler above 30% in all cases) whereas
in Exeter it is much lower. Construction”is Devon’s second biggest sector, but here tlsere i
much less variation between the two districts (show the graphic) and the county and
national pictures. In proportionate terms, Exatéiggest sector appears to“peofessional,
scientific, technical”,but its share of the total is lower than acrosgl&md as a whole; the
same is true ofbusiness administration and support’Consistent with its role as a service
centre, Exeter has relatively more enterprisegétafl”, “health”, “education”, and“arts,
entertainment, recreation, etc.”.

Figure 3-2: Sectoral profile of enterprises (% of total): England, Devon, Exeter and Torridge compared
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Source: SQW, based on data sourced from IDBR, 2010

The difficulty with Figure 3-2, however, is that provides no insight at all in terms of
economic significance: an enterprise employing @erson counts as one observation and the
Met Office counts as a second, yet the latter ishmmore significant than the first. Hence
we need also to consider thectoral distribution of jobs.

To this end, we need to draw on a different datasgnhely that deriving from the Business
Register of Employment Survey (which provides dfma 2010). Although the sectoral
classification is not identical, the picture reportin the diagram below is clearly quite
different from Figure 3-2: even for Torridge, tportion of employee jobs iragriculture,
forestry and fishingis — according to BRES — less than 2%Conversely, the biggest source
of employee jobs in Devon, England and the twaidistis“health”.

21 Note though that there are issues linked to BRES&ment of jobs in this sector. The actual proporis
likely to be somewhat higher
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Figure 3-3: Sectoral profile of employee jobs (% of total): England, Devon, Exeter and Torridge
compared
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3.10 Relative to England, the sectors which stand owdlig®oportionately important in Devon are
“mining, quarrying and utilities”; “construction”; and“accommodation and food services”
Conversely, the sectors which are under-represenitiih the county relative to England
appear to be‘agriculture®”, “financial and insurance”, “professional, scieiftc and
technical”’, and “business administration and support servicesThis sectoral profile is
important. Generally speaking, the sectors whighumder-represented in Devon are those
that typically command higher salaries and/or ébate materially to the competitiveness of
the economy as a whole.

3.11 Relative to Devon, the sectors which stand otiéntwo indicator districts are:
. In Torridge — ‘agriculture”, “manufacturing” and“education”

. In Exeter — fnining, quarrying and utiliti€s (probably because of the location of
various utilities companies’ HQs); fihancial and insurance”; “property”;
“professional scientific and technical’and“public administration and defence”

Again, this points to the differences between Tweis overwhelmingly rural location and
the city of Exeter which — as we saw in Chapter 8 playing a key service function for
Devon as a whole, and indeed for the area beyond.

22 Note that the apparent under-representation dafwlgrre is a statistical anomaly. The Annual Rafian
Survey provides a better measure of agricultur@iac— including in relation to self-employed wars. From
that source, Devon has a location quotient of 89His sector relative to England
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A final, important perspective, on the sectoralicure of Devon’s economy can be gleaned
by considering employee jobs in the “knowledge ecoy’?. Overall 46% of Devon’s jobs
are in the knowledge economy; this compares to &8%6ss England as a whole. Within
Devon, Exeter has the highest incidence of knovdegitpnomy employee jobs and it is the
only district where the proportion is higher thde tEngland average. For Mid Devon and
West Devon, the proportion of knowledge economy legge jobs is below 40% of the total
— thirteen or more percentage points below theonatifigure.

The performance of the Devon economy in terms of productivity®*

In work commissioned especially for the LEA, Cardge Econometrics (CE) estimated that
Devon’s productivity (measured in terms of GVA geb at constant 2005 prices) was
£31,100 in 2010. This compared to a national @yeed £36,600 and it was also some way
adrift of various key comparators (see Figure 3-@E’s analysis suggested that since 1990,
productivity in Devon had increased by 1.6% pa,that this was some 0.2pp pa behind the
UK. Over this twenty year period, the productiviggp with the UK widened from 88% of
the UK average to 85%. Simply put, over this tvecatle period, Devon became, relatively,
a less productive (and, therefore, competitiveggla

Figure 3-4: GVA per job (at constant 2005 prices) — Devon and comparator areas
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Source: SQW analysis of CE data

CE’s analysis also confirmed that productivity eariconsiderably spatially, ranging from
£33,500 per job in Exeter (LAD) to £29,500 in Tdigdge. Indeed, only jobs in the Exeter
LAD were more productive than the Devon averageE@4df,100).

2 Defined using the approach developed by Eurostat

24 The full report from which this section is digidl is available at
http://www.devonomics.info/sites/default/files/d@eents/Devonomics%20-%20WP1%20-
%20Devon%20%20Productivity%20(May%202011%20-%20lFindf
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Figure 3-5: Productivity in Devon’s Local Authority Districts, 2010 (measured at 2005 prices)
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Source: SQW analysis of CE data

The data available to explain these place-baséeréifces in productivity are limited, partly

because some of the data are not produced at rfiaeegl levels of disaggregation, but also
because data are not sufficiently robust to usghiat level (due to small sample sizes,
unreliability linked to high confidence intervalsNevertheless, our analysis found that the
differences in the sectoral composition of eachridis economy (reported above), and

performance against the “drivers of productivityéne consistent with these observations.
For example:

. Jobs in Exeter generated the highest level of G¥Ajgb of all LADs in Devon (8%
higher than the Devon average) and as we saw iagmgsh 2.16, they also
commanded the highest (workplace-based) earniriggen though Exeter has a high
share of jobs in public admin/defence and otheinass services, which are lower
productivity jobs (although the data on earningsl atcupations suggests the
functions undertaken in Exeter might be at a higleeel), the share of jobs in
construction is also high (which has a higher lefgbroductivity per job). Exeter is
home to a large share of Devon’s high productisggtors (e.g. banking and finance,
insurance, gas and water), although these accoura felatively small share of all
jobs in Exeter. Exeter also has a low share ofefolevel occupations, an above
average share of people qualified to NVQ Levelahd a higher share of employees
working in knowledge-intensive businesses.

. Jobs in Teignbridge are least productive of altrdits in Devon. Here, key sectors
for employment are other business services andréngreductivity is low absolutely,
and low relative to the UK average in both secto@jriculture (very low
productivity), and education and health (low prddity). The proportion of
employees working in knowledge-based sectors eslaiser than the Devon average.
The productivity of jobs in Torridge is also lowln part, this is because of the
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sectoral mix, but in Torridge, a high share of jae in lower-level occupations
(which is consistent with the low average workplaeenings reported in Chapter 2)
which deflate the GVA generated. Furthermore, ilger under-performs compared
to the Devon average in terms of skills, enterpaisé innovation.

Conclusion

Devon’s economy is differentiated. Overall — “oreeage” — it performs less well than the
England-wide figure in terms of productivity, bunderpinning this, there are some
significant variations. The more rural, and espicithe less accessible, areas have a
different business demography than those aredsafdunty that are more urban: it is more
stable, but also less dynamic, from that elsewlagt its sectoral profile is also different.
Everywhere, other than perhaps Exeter, Devon’'sniegsis tend to be small and this mix of
circumstances tends to mean that Devon as a wh@enie way adrift on most measures of
competitiveness.

This is confirmed by the findings of the UK Compiggness Index (UKCI). This takes a
range of output (such as productivity) and outcqoisiech as gross weekly pay) factors,
together with various input factors (e.g. busingsst-up rates per 1000 population). It then
ranks local authority districts from 1 (best) td®3vorst). The findings from the UKCI for
Devon districts in 2010 are summarised in the tablew.

Table 3-1: Ranking of Devon'’s districts on the 2010 UKCI

District Rank (of 379, where 1 is best and 379 is worst)
East Devon 288
Exeter 113
Mid Devon 212
North Devon 222
South Hams 180
Teignbridge 252
Torridge 348
West Devon 211

Source: Robert Huggins Competitive Index 2010

One key element of the UKCI which we have yet tosider in detail relates to human capital
(in terms of skills and qualifications) and thedab market. It is to this which we turn in
Chapter 4.
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4: People and communities

The issue of “people and communities” is a crueigiment of any LEA for it captures an
area’s human capital and, implicitly, it says madiout growth prospects. In this chapter, we
consider four main aspects of people and commugnitie

. Devon’s overall demography

. patterns of labour market participation: employtreerd activity rates
. the skills and qualifications of Devon’s residents

. the well-being of communities in Devon.

Devon’s demography

Overall, in 2010, Devon was home to just shy of, @80 people. Twenty years earlier, the
population had been 655,200 and hence recent dedalee seen substantial population
growth. This picture is true of England as a whekldthough the rate of population growth in
Devon has been somewhat faster than the natiopehg®. The principal cause of population
growth within the county has been net in-migration.

Within this overall context, the pattern of growths varied at a district level. Every district
has grown, but the change between 1990 and 20h@dafnom +6.4% in North Devon to
+25.1% in Torridge. In absolute terms, the distidhich saw the greatest population
increment was Teignbridge (+18,600) followed by texg+16,200). In addition, the age
structure of Devon'’s population has changed mayked|

. Between 1995 and 2010, the number of young peopBevon (aged 0-15 years)
actually fell by 0.5%. At a district level, theggiest falls in this age group were in
South Hams (-9.3%) and Exeter (-7.7%) whereas MagddDd saw growth of 9.0%.
This reflects, presumably, the availability of matordable housing for families
with children, with significant growth in the liked Tiverton

. Between 1990 and 2010, the number of people agedGf increased by over 22%
(compared to a growth of 14% nationally). Agaierthwere variations at a district
level. While all districts saw growth, the greatelsange was in Torridge (+47.1%)
and the smallest was in Exeter (+8.8%)

. Between 1990 and 2010, the number of people aged &k increased by 68.9%.
Although this figure is large, it is actually vesymilar to the national average and
some comparator areas have actually seen much tasteth in the “old old” (e.g.
the number of people aged 85+ increased by 92.9%ifolk).

Putting these observations together, it is appdtett districts have varied substantially in
terms of the scale of growth in their working aggulation: the inference is that Exeter has
seen growth relative to elsewhere. More formathis can be expressed in terms of

SQW 18



4.5

4.6

4.7

Devon Local Economic Assessment

“dependency ratios” (i.e. the ratio of those agdé or >65 to those of working age). By
2010, the district with the highest dependencyoratas East Devon (77%). Most other
districts had dependency ratios of between 60%7&8d but in Exeter, the figure was much
lower, at 44%. Taking into account changes overl#st 20 years, the implication is that
Exeter has become more of a hub for people of wgrkige, with relatively little growth of
older or younger people.

Activity and employment rates

In terms of economic capacity and potential, thésndgraphic change is important. The
implications of it are seen in measures linkeddthlactivity and employment rates. As the
table below shows, Exeter is the best-performistyidt on both measures. In some respects,
this is surprising: Exeter is home to a major ersity and quite often, this can deflate
activity and employment rates (as people of workigg are in full time education). On both
measures, the worst performing districts are Tgaidand West Devon; these are
overwhelmingly rural areas and for the most p&aytare relatively poorly connected to the
national transport infrastructure. As we saw irafier 2, they also tend to be the districts
which score poorly in terms of earnings while Clea@® confirmed their lowly ranking on the
UKCI (particularly in respect of Torridge).

Table 4-1: Activity and employment rates (16-64), 2008/09-2010/11 average

District Activity rate Employm ent rate
East Devon 78.4 72.7
Exeter 81.5 76.7
Mid Devon 80.5 74.2
North Devon 79.8 75.4
South Hams 7.7 74.9
Teignbridge 79.0 74.5
Torridge 76.6 68.3
West Devon 72.9 71.4
Devon 78.4 73.9
Source: APS

Digging further into these data, some really quiportant insights can be gleaned. In
Devon as a whole, 16.1% of men aged 16-64 are eticatly inactive (compared to 16.9%

in England). This means that they are neither arkwnor seeking work. Within West

Devon, the proportion of economically inactive niewever is almost 25% (whereas in Mid
Devon itis 11.7%). From the data, it is impossitd pinpoint the causes of male inactivity in
West Devon — but at nearly a quarter of the tdtalight to be a concern.

Patterns of unemployment can be measured in a nuaofldifferent ways: ILO estimates

include all those actively seeking work and argyabils is a better measure than those
claiming out-of-work benefits, but data relating ttee latter are published more reliably.
Overall, some 2.4% of Devon’s working age poputatieas claiming Job Seekers Allowance
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in January 2012. Although this proportion hasrrisice 2008, it is a good bit lower than the
national picture (4%). Within Devon, the higheSAJclaimant count rates are currently seen
in Torridge (3.1%) and North Devon (2.9%) while tosvest are in South Hams (1.9%).
Overall, 32.3% of claimants are aged 18-24; thigpprtion is higher than the national
average (29.9%) and it is especially high in N@#von (35.5%).

Skills and qualifications

Across Devon as a whole, skills and qualificatiewells — which provide a reasonable proxy
for the “quality” of the available labour supplyare broadly similar to the national average,
at both ends of the labour market. However, asablke below confirms, there are substantial
differences at a district level. Almost 40% of tlwerking age population of South Hams is
gualified to degree level or above; this compaef0% in Torridge. The profile is the
mirror image in relation to no/low qualifications.

Table 4-2: Relatively ‘well’ and ‘poorly’ qualified residents of working age (2008/10 average)

NVQ4+ None / NVQ1

Area

East Devon 27.6% 23.5%
Exeter 33.5% 22.6%
Mid Devon 28.6% 22.0%
North Devon 23.9% 24.8%
South Hams 39.9% 19.1%
Teignbridge 30.6% 20.7%
Torridge 20.0% 33.8%
West Devon 34.8% 26.5%
Devon 30.0% 23.5%
England 29.7% 25.9%

Source: ONS Annual Population Survey

These differences really are significant. The aation with resident-based earnings
(reported in paragraph 2.17) is striking. Southmdaesidents, many of whom do not work
locally, constitute a valuable (in labour marketis) asset. In Torridge, we appear to be
seeing a “low wage, low skills equilibrium”: magséople find jobs, and they do so locally,

but these are not well paid, relative to elsewhérhis finding is largely consistent with the

sectoral profile of employment reported in Chagter

Deprivation and poverty

There is some correlation between labour markettesesnd demography, and patterns of
deprivation and poverty. Overall, on the 2010 indéMultiple Deprivation, Torridge is the
worst performing district and South Hams and Easvdd are the best, as the table below
highlights.
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Table 4-3: Local Authority IMD rankings, 2010

Local Authority Rank of average rank (out of 326)
East Devon 209

Exeter 139

Mid Devon 155

North Devon 126

South Hams 204

Teignbridge 175

Torridge 101

West Devon 149

Source: CLG

However with regard to measures of deprivatiortridislevel estimates need to be used with
a good deal of care: poverty generally exists fihexgrained spatial scale and it is lost in
“average” measures. Devon County Council has cetaglan analysis of the Indices of
Deprivation at the scale of Lower-layer Super Outpreas (LSOAs). This finds that four
areas are in the most deprived 10% of all areadsnigland. Two of these (Newtown and
Priory) are in Exeter, and two (llfracombe Centasd Barnstaple Central) are in North
Devon. Digging deeper into the individual domathat comprise the overall Index, it is
apparent that the domain on which Devon scoresgsbaverall is that labellecbarriers to
housing and services”. Overall some 99 LSOAs fall within the most deprivddcile
nationally on this measure. Of these, 21 are st Bavon and 16 are in Mid Devon.

Conclusions

With regard to “people and communities”, the pietur Devon is complex. Overall, Devon
performs reasonably strongly when compared to rbesthmarks and on most measures.
However, delving beneath the surface — and unpgdkia average — it is clear that there are
substantial differences within the county. Paft# e notably parts of South Hams and East
Devon — appear to be extremely affluent, and inntiaén, these areas have a well-qualified
labour force and high levels of economic activiut within Devon, there are also areas of
acute poverty which, in general, are found in thens. What is also striking however is that
broad areas are weak in economic terms: wagesoareskills are low and — although
unemployment is modest — such areas must bring v a degree of vulnerability. The
challenges are all the more pressing when elenoétite county’s demography are taken into
account. Devon, like many other places, has a &mghgrowing proportion of elderly people
in its population. Particularly for the more rudistricts, this will present both challenges and
opportunities over the years ahead.
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5: Sustainable economic growth

Particularly in thinking about the future of Devereconomy, it is important to give some
consideration to its environmental performance asgecially, its overall sustainability. This
is not easy to “measure” but — as the price ofifdsgl rises and the pressure to reduce
carbon dioxide emissions increases — the impesativew; moreover the direct effect of
climate change and related environmental processgswell precipitate a more immediate
response.

In this chapter, we consider a number of perspestin terms of the sustainability of
economic growth within Devon. We consider in turn:

. patterns and levels of carbon dioxide emissions
. issues relating to housing and particularly it®afability
. issues relating to transport infrastructure anéddband.

CO,e emissions

One of the most pressing issues for all local aliisasmissions of green house gases
(measured in terms of carbon dioxide equivalentseimns (C@). Nationally the UK has
signed up to obligations to reduce emissions amdyelocal economy has a part to play. In
this context Devon County Council commissioned thaiversity of Exeter to examine
progress in relation to low carbon economic growthis key findings in relation to the
baseline position are summarised in Table 5-1.

Broadly the study found that patterns of £@&missions across Devon are typical of those
associated with a predominantly rural economy:ndpart emissions are over 25% greater
proportionally within Devon when compared to the ldierage, and agricultural emissions

are proportionally double the UK averag€onversely, emissions from industrial activities

are relatively low.

The study also observed that patterns of emisdiave a distinctive geography: 80% of
emissions derive from 20% of middle level supemattareas (MLSOA). Of these, almost
half are in Exeter, with the city centre area albeeng responsible for 5% of Devon’s non-
domestic carbon dioxide emissions. The authorsa@x@dl this distribution in terms of
Exeter’s high proportion of old non-domestic builglistock, especially in retail and offices.
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Table 5-1: Summary extract from the University of Exeter report

The non-domestic sector is responsible for the majority of emissions in Devon (44%). Within the non-domestic sector
agriculture is the largest emitter, mainly due to the high environmental impact of methane, for example from livestock,
and nitrous oxide, for example from fertilisers. The manufacturing and the services sectors each have nearly as high

an impact as agriculture. Transport is responsible for almost a third of Devon’s emissions, and of these, around three
quarters can be allocated to the industry and services sectors.

Transport emissions are over 25% greater proportionally within Devon when compared to the UK average, and
agricultural emissions are proportionally double the UK average. This can be attributed to the Devon'’s rural nature.
Addressing emissions from transport and agriculture is therefore an especially important challenge that the county
must respond to if it is to move to a low carbon economy.

When breaking down emissions further, either by looking at a sector in greater detail, or by end use, or spatially,
similar patters emerge. We see that emissions tend to be concentrated amongst a few high emitters, following a
“Pareto distribution” — sometimes also known as the “80-20” rule, where 80% of the effect comes from 20% of the
cause. It is likely that the quickest wins will come from addressing the areas of highest concentration. The challenge
of reducing emissions from the remainder will be harder. In the long term, reductions across the board will be
required.

Within the manufacturing sector the top 20 out of 68 sub-sectors are responsible for 80% of emissions. Within the
services sector, retail and hotels and catering are responsible for over half of emissions, and the public sector a
further quarter. Within Devon 80% of emissions occur in 20% of mid level super output areas (MLSOA). Of these,
almost a half are in Exeter, with the city centre area alone being responsible for 5% of Devon’s non-domestic carbon
dioxide emissions. There is a high proportion of old non-domestic building stock, especially in retail and offices.
There is a high concentration of offices and warehouses in Exeter, with factories and warehouses being better
spread across the county, though Torridge and West Devon show low amounts of nondomestic activity. In general
though, the spatial pattern of emissions in Devon is determined by co-location of many smaller emitters in denser
built-up areas.

Within the manufacturing sector, the source of emissions is strongly influenced by the specific sub-sector. For
example in the food and drink sector, low temperature processes are the most significant factor, whilst in the metals
sector it is high temperature processes. In the plastics sector it is motors, in the paper and paperboard sector it is
drying and separation.

The trends in the services sector follow a more common thread, with space heating and then lighting being most
significant, and in total accounting for almost two thirds of emissions, though there is a dominance of lighting
emissions in the retail sector, and catering emissions from the hotels and catering sector. Reducing emissions from
each of these activities requires different solutions and interventions. Building up a detailed picture of where these
emissions arise from will help to tackle them in the most effective way. The services sector is by some way the most
significant sector economically within Devon, and is projected to become even more so over time. In terms of
economic output, the services sector has low emissions compared to other sectors.

The ratio of economic output to carbon emissions of a sector has been termed the carbon productivity, and against
this indicator, Devon generally outperforms the UK across all sectors, mainly due to having less concentration of
carbon intensive industry. The growth of the services sector and the decline in manufacturing sector over time,
together with the impact of national emissions reduction policy, should mean that within Devon at least, the carbon
intensity of the economy should reduce.

Source: University of Exeter: Low Carbon Economshie context of the Devon Economy, 2010

Housing

A second important consideration relates to housiii@pe age and quality of the housing
stock is itself a factor in relation to G@®missions: new construction techniques are very
much more energy efficient than older ones. Bulsing is also crucial in terms of its
relationship to commuting and in this context, esof affordability are paramount.

Across Devon as a whole, housing is expensiveivelddb earnings (which, as we saw in
Chapter 2, are generally significantly lower thaa hational average). This is demonstrated
by measures of affordability. The table below jeg data on the ratio of lower quartile
house prices to lower quartile earnings. The r&i®.74 in Devon compared to 6.53 in
England. Within the county, the least affordabigtritt is South Hams. As we have seen
already, this is the district in which the skillople of residents and resident-based earnings
are highest, but where the differential in termsvofkplace-based earnings is enormous. The
inference is that commuting (and also in-migratibaye caused affordability challenges to
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escalate. And indeed, the evidence suggests thdiamé&ouse prices more than doubled
between 2001 and 2011. By 2011, the median hodse im the South Hams was £102k.
Only Exeter (£111k) was higher. The England-widere was £94k.

Table 5-2: Ratio of lower quartile house prices to lower quartile earnings (2011)

Area Ratio
East Devon 9.47
Exeter 8.25
Mid Devon 7.74
North Devon 8.78
South Hams 10.0
Teignbridge 8.63
Torridge 9.03
West Devon 8.75
Devon 8.74
England 6.53

Source: Land Registry Data 2010 and Annual Surféyooirs and Earnings (ASHE) 2011

Transport infrastructure and broadband

In determining the scope for sustainable economowy, it is also important to consider the
communications infrastructure — both physical aintial.

Transport — road and rail

Devon — like every other county — has its transpgsties. Its most recent Local Transport
Plan (which relates to Devon and Torbay) was phbbtisin April 2011. Within it, the
strategic road network is defined as comprising:5 om Birmingham and Bristol to
Junction 31 at Exeter; A38 between M5 Junction Bgefer) and Plymouth; A30 / A303
between M5 junction 29 and A303 to London; A380wmsn Torquay and the A38 at
Kennford; A361 between Bideford / Barnstaple arel Kb junction 27; and A30 from M5
junction 31 to Cornwall. The strategic rail linkgse those to London Paddington/Waterloo,
Bristol and Plymouth. Following public consultatiche most crucial transport issues were
identified as the reliability of journey times (gaularly in relation to the A380 between
Torbay and Newton Abbot); the capacity of rail $e2%; and the cost of rail services. This in
turn led to the identification of four prioritiesomsistent with the delivery of economic
growth:

. make best use of the existing transport network @mgrove connections with
London and other major cities

. lobby for improved rail services

. support growth with a reliable and efficient traogmetwork
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. manage pressures on the road network at peak asdrs# periods.

In terms of major transport schemes, the immediaterities are the South Devon Link
Road/Kingskerswell Bypass (for which provision wasde in the Chancellor's Autumn
Statement (2011)) and improvements to Junctionf2BeoM5 (which are important vis-a-vis
developments to the East of Exeter).

The M5 junction 29 works were started in Summer12@hd will open to traffic in Autumn
2012. Together with the Clyst Honiton Bypass, whicimmenced construction in February
2012 and Cranbrook Railway station (to open in 20ty will enhance accessibility to the
major growth area East of Exeter. The South Deviok foad will be completed by 2015.
These major improvements will, arguably, tend tonfozce the importance of assisting
economic hubs, particularly Exeter.

Broadband

Broadband coverage across Devon is a matter foresoomcern. Across Devon and
Somerset, it is estimated that the private sedocurrently planning to deliver superfast
broadband (i.e. broadband with download speedd &dfast 20 mbps) to less than 40% of
premises. The implications — in terms of a regovated digital divide — are potentially
substantial. With support from Broadband Delivelig, the two county councils are seeking
to roll-out superfast broadband; the intentiothet by 2015, 100% of premises should have
broadband coverage (of at least 2 mbps) and 85#idhave access to superfast broadband.

Potentially, this will represent a highly signifidganfrastructure for Devon, particularly in the
more rural and remote areas. However it is importa note that similar roll-out processes
are underway across other counties and some @ghbouring Cornwall) have been able to
accelerate the programme. Hence in relation ton@oic growth in Devon, it will be
important that the infrastructure is delivered agckjy as possible and, crucially, that both
businesses and individuals actually use it.

Conclusions

In relation to sustainable economic growth, Devolike most predominantly rural areas —
faces some challenges. Emissions of, @@ relatively high, driven in large part by the
contribution of transport and this in turned islfee by commuting which is, again in part, a
response to challenges linked to housing affordgbilThe response in terms of transport
strategy has been to focus on the principal hulas aver time, this will affect Devon’s
economic geography. Whilst enhanced broadbandgioovcould be consistent with more
dispersed economic growth, at this moment in tineee are some “not spots” which the local
authorities are working to remedy. This processnjgortant. More significant, however, is
the willingness and ability of businesses and iildigls to make use of superfast broadband
and to do so for maximum economic benefit.

% See hitp://www.devon.gov.uk/dtltp2011-2026strategypdf
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6: Forward look

Economic data are, by definition, historic: thesoyide a good insight into whdtas
happened But for policy makers and others, the key conderwhatmight happerin the
future. Looking forward is more difficult. In prtiple, there are a range of futures
approaches and methodologies that could help #sesament. In this chapter we consider
the key messages deriving from economic and dembgrarojections for Devon. We also
distii some wider trends and drivers that have biglemtified in the course of the LEA
process.

Demographic projections

ONS produces trend-based population projectionsdbrnational areas. In the table below,
we provide ONS’s 2008-based population projectifarsEngland, Devon and its districts.
The table shows that across Devon, the residenilgii@n is projected to increase by 17.6%
between 2011 and 2031; this level of growth isdiathan for England as a whole (15.5%).
However Devon is different from the national averagith regard to the age profile of
population growth. In England, the number of desis of working age is projected to
increase by 5.9%; in Devon, the increment in tloekimg age population is much smaller
(3.0%). Conversely, Devon is projected to see emgreater relative increase in the number
of older people.

Table 6-1: Projected numbers (‘000) and percentage increase in population by broad age group, 2011-
2031

Children  Children | Working  Working | Older Older All All
Age Age People People

No % No % No % No %
East Devon 2.2 10.3 3.2 4.5 23.5 53.3 28.8 211
Exeter 2.5 13.8 4.7 5.8 8.5 38.6 15.6 12.8
Mid Devon 1.4 9.5 2.2 5.0 121 63.7 15.7 20.2
North Devon 1.0 6.1 -0.1 -0.2 12.3 49.6 13.3 14.3
South Hams 1.7 12.1 -0.5 -11 10.9 47.0 12.2 14.4
Teignbridge 1.3 6.0 0.5 0.7 19.7 55.0 21.6 16.8
Torridge 1.3 11.6 2.3 6.1 12.9 67.9 16.6 24.6
West Devon 11 11.8 1.0 3.3 8.9 59.7 10.9 20.1
Devon 12.6 10.0 131 3.0 108.9 53.7 134.6 17.6
England 1,132.2 11.6 1,903.1 5.9 5,102.8 49.3 8,138.1 15.5

Source: ONS population projections (2008 based)

At a district level, the differences are marked\NSs projections suggest that all districts will
see population growth. In relative terms, the Iswaverall level of growth will be seen in
Exeter and the highest is projected in Torridgeowklver in terms of the working age
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population — which is especially important in thBA. context — it is clear that by some
margin, the greatest absolute change is projeoté&kéter. Conversely two districts — North
Devon and South Hams — are projected to see afuébdsall in the size of their working age
population but in the context of overall populatigrowth of approaching 15%. In Torridge
and Mid Devon, the increment in the number of olaeople is projected to be well over 60%
between 2011 and 2031.

Considerable care and judgement are needed impiatearg ONS population projections.
They are trend-based and there are many factorshwhight cause actual outcomes to be
different — not least the decisions that are madé wegard to planning policy and the
allocation of major sites for new housing developtneNevertheless, taken at face value,
they do point to the growing importance of Exetand its immediate environs) as the
geographical focus for labour supply; and to theréasingly elderly population, particularly
in Torridge, Mid Devon and West Devon.

Economic projections

As part of the LEA evidence gathering, Devon Cou@guncil commissioned Cambridge

Econometrics to prepare a set of baseline econpnojections for Devon and its districts;

with the agreement of the County Council, thisuded the ONS population projections (and
hence the economic projections are consistenttwétdemographic profile described above).
The table which follows provides summary baselineador Devon and its districts on three
key indicators: GVA, productivity and employmenit also shows actual/projected annual
growth rates over five year periods for the lasiagdie and through to 2020.

Table 6-2: 2010 baseline and annual growth rates for key LEFM indicators, for Devon and its districts
(and the South West)

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%

South West 86,116 2.9% 0.3% 1.9% 3.0%

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%
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Bazs%:ll-i(r)]e 2000-2005 2005-2010 2010-2015 2015-2020
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%

South West 33.0 1.4% 0.5% 1.7% 2.0%

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%

South West 2,609 1.5% -0.2% 0.1% 1.0%

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

From the table, we might make some important oladeems. Overall, between 2000 and
2010, Devon’s economy grew more quickly than tHathe South West, particularly on the
headline GVA indicator. However in 2010, produityivin Devon was still well below the
South West average. Looking ahead, there is ngestign that the productivity gap will
close significantly (productivity growth rates aretually identical at a regional and county
levels). Moreover, particularly in the period 202@15, both employment and GVA are
projected to grow more quickly at the regional leian in Devon. Hence despite a strong
performance in the early part of the 2000s, thefdtie suggestion that Devon will continue
to “catch up” the rest of the South West.

This average, Devon-wide, picture masks some iraposariations at a district level:

. Over the period 2000-2010, Exeter was the fastestigg district in terms of GVA
and employment. Best performing in terms of praditg growth was North Devon,
but by the end of the period, it was still adrifttbe Devon average and by some
margin, Exeter remained the most productive distocinty-wide

. Looking ahead, the strongest GVA growth is projeédte Mid Devon, South Hams
and East Devon. The former two districts are aisyected to perform strongly in
relation to employment growth

. In terms of future productivity growth, the distriprojected to perform worst is
Exeter while East Devon and Mid Devon — both ofskhabut Exeter — are projected
to see above average productivity growth

. Teignbridge and Torridge were estimated to beghstlproductive Devon districts in
2010 (as explained in Chapter 3). Both of theséidis are projected to grow more
slowly — in terms of productivity performance —hitne Devon average, suggesting
that gaps within the county will widen.
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Comparing the demographic and employment projections

Projections are, simply, the outputs from a modelpractice, there might be any number of
reasons as to why calibrated forecasts will beediffit from trend-based projections: the
decision to invest in major infrastructure (suchtesKingskerswell by-pass), the speed with
which major developments (such as Sherford andWest End of East Devon) come
forward, major plant closures/openings, and soMndels cannot anticipate developments of
this nature and they need to be calibrated initjtnt bf them.

Nevertheless, taking the demographic and employmeé¢ctions at face value and looking
across both sets of numbers, some important patémiplications follow:

. In terms of employment growth, the most buoyantridisis the South Hams yet from
the (trend-based) demographic projections, it ipasgnt that the population of
working age in South Hams is set to decline. Qnftice of it, the implication is
unrealised growth potential and/or an increase ahin-commuting. In practice,
developments at Sherford will be important in thestvof the district while the
regeneration of Torbay could also have a bearinghto east. Nevertheless the
observations from the models are important

. The district which is set to see the highest r&tgopulation growth (both in the total
population and the population of working age) isridge. However the rate of
employment growth in this district is projectedb® well below the Devon average.
A similar potential mismatch is apparent in Wesvare

. Together, Exeter and East Devon are projected ¢oust for over 60% of Devon'’s
overall increment in its working age population. ur@ntly, these two districts
account for about 40% of employment and between028id 2020, both are
projected to grow (in employment terms) more glyitkan the average for Devon.
The inference is a further concentration in Deva@tenomic geography, focused on
Exeter and its extension in East Devon.

Wider trends and drivers

As noted already, these projections need to beetteaith some caution. In addition, it is
important to take note of wider trends and drivitrat are likely to influence the Devon
economy over the years ahead. A STEEP analysicovapleted in the course of developing
the LEA?®. This pointed to a range of trends and driverichviare likely to shape Devon’s
economy. The most important include:

. the scale and pace of population ageing
. the pace of technological change, particularlyeiatton to connectivity
. the imperative for sustainability, in all its gusse

the opportunities and threats associated with ¢érmhange

26 Seehttp://www.devonomics.info/documents/analysis-sttepds-and-drivers-facing-devon

SQW 29




Devon Local Economic Assessment

. the simultaneous fragmentation and commodificabfomarkets

. the importance of local identity in a globally cewted economy

. the need for rebalancing

. the growing competition from abroad, particularlyi@a, India and Brazil.

6.11 In practice, some of these trends and driversheilimore important than others — and second-
guessing outcomes is a fraught exercise. Devoonanic future is unlikely to be
straightforwardly linear. In planning for its fu) a number of different scenarios ought to
be considered and the upside and downside rislentakto account. The trend-based
projections set out above depict one possible éutout the uncertainties are considerable and
partners in Devon need to navigate and/or harhese tto maximum effect.
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7: Conclusions

Devon County Council is committed to encouragingnemic growth across Devon. This is
an agenda that is also being pursued by the Hdattheo South West Local Enterprise
Partnership. From the evidence assembled in dgwgldhe Local Economic Assessment,
the rationale for this is clear: despite receningh, Devon continues to underperform on key
metrics, particularly those linking to productivityVhile parts of the economy are performing
strongly, Devon as a whole is not: as data fromUKeCompetitiveness Index (reported in
Chapter 3) shows, Torridge is amongst the worsfopaing districts nationally on this
composite measure, and East Devon and Teignbriggeoa far behind.

Within this context, what insights can be gleanedavrvis barriers to — and opportunities for
— economic growth? We make some overarching cortewrway of conclusion.

First, and perhaps most importantly, Devon has a wg distinctive economic geography
and this is causally related to economic performare Although not easy to define in terms
of local authority districts, the “Exeter area” (iaim includes Exeter and parts of East Devon,
Mid Devon and Teignbridge) appears to dominatecthenty’s economy, along with areas on
the main transport arteries. It has many key egomoassets and it benefits from
agglomeration effects which are thin on the groetsewhere. It also has the (economic)
advantages of good connectivity — particularly tntlon but also internationally. Looking
ahead, the economic prospects of Devon must belgloslated to those of the Exeter area.
This in turn must link into the physical expansiohExeter (through, for example, East
Devon’s West End) and the further development efkey economic assets (such as the
University of Exeter, its science parks, and relaetivities). From the data, it is clear that
some districts (notably South Hams) perform sigaifilly better on residence-based than
workplace-based earnings; the inference must bemdimg and given the prominence of
Exeter, this is likely to be a key destination fadeed are locations further afield including,
potentially, London).

Second, particularly outside of the “Exeter area” (lefined broadly), Devon is an
overwhelmingly “small firm economy”. In seeking to accelerate economic growth, this
structure is quite challenging. Some of thesedimill have growth potential and ambition,
and the development of this sub-group will needé¢oencouraged. However the fact that
Devon’s business population is far more mature thanEngland average suggests, overall,
an environment in which businesses can surviveowithecessarily growing. Why this is the
case cannot be deduced from secondary data alaftbeugh one factor may be a lack of
local competition (both for final products but afeo inputs such as labour). For this group,
superfast broadbanthay present something of a solution and a catalyst, ibwill be
important that this key new infrastructure is qlyaksed to maximum effect.

Third, overall, Devon’s sectoral structure is not onducive to fast rates of growth.

Simply put — relative to elsewhere — a high prdparbf economic activity in Devon is in
sectors which are growing relatively slowly andéectors which are intrinsically low value-
added. Conversely the proportion of economic #dgtiv measured in terms of jobs — within
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the knowledge economy is seven percentage poinM®ridhan the national average.
Increasingly, knowledge-based activity is critigathportant in terms of competitiveness.

Fourth, Devon’s performance is mixed in labour marlet terms. Overall, the proportion of
the working age population with high level qualifiions is similar to the national average.
However the “average” figures mask substantialridiskevel differences: Exeter performs
well and South Hams is outstanding, but in Torrjddee proportion of the working age
population qualified to degree level or above & R0% (ten percentage points lower than the
England average). In parts of the county, theresdberefore appear to be an issue with
workforce skills. These areas also tend to begtlsvhich levels of labour market inactivity
are high: in West Devon, nearly a quarter of wagkage men are economically inactive. In
the west and north of the county, there do thereappo be issues linked to labour market
engagement.

Finally, we need to note Devon’s demographic profil and projections in terms of how
this might change: Devon’s population is growing iad ageing, but in some areas, the
working age population is projected to decline Looking ahead, the social make-up of
Devon will change and the increasing proportioreloerly people — particularly in the more
rural areas — will, in economic terms, present allehge. Of course, population ageing
brings opportunities too and businesses will neetespond the markets it creates. Overall
though, dependency ratios look set to increasdfadnplications for the provision of health
and social care could be substantial.

Reflecting all of these different elements, it exlpaps helpful to think of Devon’s economy
overall in terms ofwo overlapping sets of circumstancesA first is focused on Exeter but
it extends along the principal transport corridarstably the M5/A38, into the likes of the
South Hams. This economy is well connected witflomarban economies, notably London,
and — with an outstanding environment in whichite | the influence of London is tangible.
However housing affordability for local people isre@al issue. Away from these main
arteries, the economy of Devon is different. Id@ninated by small/micro businesses, most
of which are operating in low value-added sectois jpaying low wages. From this starting
point, accelerated economic growth is a real chgte The environmental performance of
this dispersed pattern of economic activity is @smncern. Within this context, the promise
of superfast broadband is important — although fitd panacea.

SQW 2



