WORKING DRAFT: Lancashire Local Industrial Strategy:
Evidence Base

Stw economic Lancashire Enterprise Partnership
development May 2019



Contents

1 Overview of the Economy
2 Business Environment
3 Ideas
4 People
5 Infrastructure
6 Place
steer v WORKING DRAFT: Lancashire Local Industria Strategy: 2 | May 2019



Overview of the Economy



Introduction

Lancashire is a polycentric county with a population of c.1.5 million and a total Gross Value
Added (GVA) of £30.8 billion p.a.

It is a relatively self-contained area in terms of commuting — 12% of its workforce
commutes in to Lancashire and 14% of residence work outside the area — with
emBonment concentrated in Preston, Blackburn with Darwen, Blackpool, Lancaster, South
Ribble, and Fylde.

It has a workinﬁ population of just under 1 million (62% of total population, in line with
North West and UK averages).

Its activity rate is 78% - equal to the UK average and just above the North West average.
Its employment rate is 74% - equal to the UK and just ahead of the North West.

Its GVA per head is £19,600 p.a. £2,200 p.a. below the North West average and £9,400 p.a.
below the UK average.

GVA has risen 39% since 1997, this is 6 percentage points fewer than the North West and
10 percentage points fewer than the UK.

Average weekly earnings are £480, relative to £502 in the North West and £541 in the UK.

Thus, Lancashire has reasonably hiEh levels of economic activity and employment, but a
lower level of productivity per worker than the North West and UK. While there has been
growth in GVA, Lancashire’s GVA growth rates have not kept pace with regional and
national averages. Thus, the productivity gap has widened over the past two decades.

Lancashire has a lower business density (the number of businesses per 10,000 population)
than regional and national averages. Its business birth rate runs at 2 percentage points
below the North West and UK average of 14%, and a business death rate of 9% in line with
the UK average and 1 percentage point below the North West average.

Based on its relative contribution to UK GVA Lancashire’s economy specialises in
Manufacturing (Location Quotient of 1.9, almost double the national average) and
Agriculture (LQ 1.6, almost two-thirds the national average.

Overall, Lancashire has a lower share of high-skilled workers (those qualified to NVQ4+) in
its workforce than North West and UK averages.

Lower levels of worker productivity and lower skill levels are key factors in the relatively
lower weekly earnings of Lancashire residents — but there are significant variations
between places.

Based on the Inclusive Growth Monitor developed by the Joseph Rowntree Foundation,
Lancashire has some way to go both in terms of prosperity and economic inclusion relative
to other LEP areas.

Lancashire’s relatively self-contained labour market
with employment hubs

12% of
Lancashire’s

outside of
Lancashire
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Where do Lancashire residents work within
Lancashire?

* 13% in Preston

* 9% in both Blackpool and Blackburn with Darwen
* 8% in Lancaster

* 7% in South Ribble

* 6% in Fylde

* Less than 5% in each of the remaining LAs

14% of Lancashire’s
residents work outside of

Lancashire Source: Census 2011
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The Vital Statistics

Total GVA £30.8bn £167.2bn £1,756.1bn ONS/2016
Total Population 1.484m 7.224m 65.648m PE/2016
Working-age Population (WAP) 914.5k 4.5m 41.4m APS/2016
Working-age Population (WAP) (%) 62% 63% 63% APS/2016
Economic Activity Rate (WAP) 78% 76% 78% APS/2017
Employment Rate (WAP) 74% 72% 74% APS/2017
Employment Growth (WAP) (+/- since 2007) +3% +6% +8% BRES/2015
GVA per head £19.6k £21.8k £29.0k ONS/2015
GVA per employee £42.1k £45.5k £50.8k ONS/2015
GVA Growth (+/- since 1997) +39% +45% +49% ONS/2015
Average Weekly Earnings £480pw £502pw £541pw ASHE/2014
Proportion of WAP with NVQ L4+ 32.6% 33.9% 38.0% APS/2016
Total Active Enterprises 43.3k 259.7k 2.6m BD/2015
Business Birth Rate 12% 14% 14% BD/2015
Business Death Rate 9% 10% 9% BD/2015
Employment in Manufacturing (% of all jobs) 13% 9% 8% BRES/2015
University spin-outs/start ups since 2000 27 (1% UK) 156 (7%) 2,293 Spinouts UK/2017
Patent Applications (2005-2017) 1’13(;;;3/;%0?1%5 4,970 64,800 IPO/2017
:lrlnjpgltc::)ment in Professional, Scientific & Technical (% of 5% 7% 8% (GB) BRES 2015
Total R&D Expenditure (£ per person employed) £525 £1,093 £1,070 Eurostat + BRES/2011
Average House Prices £143k £157k £225.3k UKHPSSA + UKHP1/2017
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Economic structure
Real estate
Electricity
Water supply; sewerage
Financial services
Manufacturing
Public administration and defence
Information and communication
Construction
Wholesale and retail trade
Agriculture
Transportation and storage
Professional services
Education
Other services
Human health and social work
Mining and quarrying
Accommodation and food

Arts

Administrative and support

stw economic
development

Share of total
GVA (%)

1 0 135,220
1 1 84,045
3 1 73,241
6 5 52,159
3 3 47,922
6 7 38,369
1 1 34,923
3 4 32,411
5 6 31,532
2 3 28,586
0 0 21,415
4 7 20,528
1 3 20,005
3 7 17,531
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Source: GMFM, 2018
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Headline population data
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Population density of Lancashire

m e m

Area (sqm.) 1.4m 7.1m
Population 1.5m 7.3m
Population Density (per 10,000 4.7 5
sqm.)

Population Density Index 115 122

(England=100)

Population density by Local Authority District

WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base

Lancashire has a population of 1.5 million
people with a population density of 4.7 people
per 10,000 sqm, a little below the regional
average of 5, but above the England average of
4.1.

Population density varies significantly between
Local Authority Districts — Blackpool has the
highest population density at around 40
people per 10,000 sgm, while Ribble Valley has
the lowest population density at around 1
person per 10,000 sgm.

Source: Census 2011
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GVA growth trends and projections

—_— GVA growth trends 1991-2017
175
. : -~ : 8 165
* Lancashire has achieved significant growth in GVA i
since 1991. P 155
8145
. However, Lancashire’s GVA growth has not kept < 135
pace with that of the North West or the UK. g 125
o 115
*  Thus, the ‘productivity gap’ between Lancashire and <
the UK has widened rather than narrowed. © 105
95
N N PO DD IDZIN O DD O A
9" D7 D7 D' D QT LT QL QDY D
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= | ancashire LEP NW UK

Source: GMFM, 2018

_ GVA growth projections 2017-2037
* The Greater Manchester Forecasting Model’s (GMFM)

projections of GVA growth for Lancashire to 2037 (based on 145
Oxford Economics’ model) show that Business As Usual (BAU) 140
in Lancashire is likely to lead to a further widening of the 135
productivity gap with the UK. 130

125
120
115
110
105
100

95

GVA Growth Forecast (2017=100)
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= | ancashire LEP NW UK Source: GMFM, 2018
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Employment trends and projections
Employment change 1991-2017

125

* Lancashire’s economy generated employment § 120
growth in the period 1991-2017. i

9 115

*  This growth tended to be lower than the UK trend S’ 110
but higher than that for the North West trend — with ©

periods of relative over or under-performance. §> 105
a

*  Lancashire’s economy appears to experience greater ,_.EJ 100

fluctuations around national and regional trend 95

employment trends. And sometimes Lancashire’s

labour market moves counter to UK and North West P & & °;\ F & PP

/\
Q
TR RTRDT DT ART AT AT AR AR AR AR AT D

trends. Source: GMFM, 2018
= | ancashire LEP NW UK
*  Overall employment projections, using the GMFM,
show employment in Lancashire is likely to fall by a Employment change projections 2017-2037
couple of percentage points in the period to 2037, 109

assuming BAU.
107

*  This projection runs counter to employment
projections for the UK and North West.

105

103

* Thus, BAU is likely to see fewer job opportunities
created in Lancashire than in the past.

101

Employment Growth Forecast
(2017=100)

99
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Productivity trends and projections Worker productivity 1991-2017

Productivit Productivit
podscivive || Toaraner | [ T
* Overall, worker productivity in Lancashire rose in the period 1991- £4.1k per job in 1991 ' 2%0; ’ 2%171 3
2017 from around £31,000 p.a. to £42,000 p.a. — but the gap ! |
between Lancashire’s GVA per worker and the rest of the UK — 50
widened — setting a tougher challenge for the period to 2037. '8
3 45
)
§ 40
83
5
S
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Worker productivity 2017-2037 Source: GMFM, 2018

* Based on previous performance, projections of worker Prdductivity gap Productivity gap§
productivity in Lancashire from 2017-2037 show continued £7.3k per job in 2017 £10.5k per job in 2038
growth but with BAU the productivity gap with the rest of the 70 3

UK is also set to widen.
65

60
55
50

45

Productivity (£, 000's per job)

40
2017 2019 2021 2023 2025 2027 2029 2031 2033 2035 2037

= | ancashire LEP — N \W UK
SowrgemGMEM, 2018
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Projected Sectoral and Occupational Change

Change in GVA, employment and worker productivity varies
between sectors.

The next slide shows projected change in GVA and
employment for the period 2017-2032.

Projected change in GVA is shown on the vertical axis,
projected change in employment is on the horizontal axis.

The size of each ‘bubble’ represents the scale/significance of
GVA in a given sector in 2017.

The projections show that the key sectors in Lancashire fall
into one of three categories:

* ‘Expanders’ which are projected to generate increases in
GVA and employment to 2038;

* ‘Adjusters’ which are set to experience increases in GVA
long with decreases in employment to 2038; and

* ‘Shrinkers’ which will experience decreases in both GVA
and employment to 2038.

The projections suggest that Lancashire’s:

* ‘Expanders’ include: Information and Communication,
Professional Services, Administrative support, Real
Estate, Arts, and Construction;

* ‘Adjusters’ include: Manufacturing, Financial Services,
Water, Electricity, and Transportation and Storage; and

* ‘Shrinkers’ include: Mining and Quarrying, Agriculture,
Public Administration and Defence.

The scale and rate of projected change will pose challenges
to support local economies and workers transition to new
sectors and roles. This will require support to workers who
need to reskill to move sectors or upskill to take new roles
within their existing sector. It will also require support to
places to allow them to stay ahead where they are currently
strong and design routes to excellence where current
strengths may be linked to new opportunities.

economic . . .
stw development WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base

Projected changes will also change the occupational mix of
jobs in Lancashire (see subsequent slide).

Projections show increases in the following occupations:
* Culture, Media & Sports Occupations;

* Business & Public Service Professionals;

* Business & Public Service Associate Professionals;
 Skilled Construction & Building Trades;

» Science & Technology Professionals;

* Customer Service Occupations;

* Leisure & Other Personal Service Occupations;

* Corporate Managers;

» Caring Personal Service Occupations;

* Managers / Proprietors in agriculture & services; and

* Health Professionals.

* The following occupations are projected to experience

decline:

¢ Transport & Mobile Machine Drivers & Operatives;
* Textiles, Printing & Other Skilled Trades;

» Science & Technology Associate Professionals;

* Administrative Occupations;

* Teaching & Research Professionals;

» Secretarial & Related Occupations;

¢ Elementary Occupations: Trades, Plant & Storage related;
* Process, Plant & Machine Operatives;

* Protective Service Occupations; and

» Skilled Metal & Electrical Trades.
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Projected Sector Shapes

Change in
Adjusters GVA
80% Information and
Human health and social commu’mcatlon
work ‘ { -~ Professional services
i ial N )
inancial services 60% i
Transportation and “Administrative and
storage support
Water supply; sewerage ~ Real estate
Electricity | Wholesale and retail
trade
O -Arts
Manufacturing: Other services ;
~Construction
2
-60% -50% -40% -30% a) -109 0% 10% 20% 30% 40%
Mining and quarrying Agriculture ‘ -Accommodation and food Change in
Education emp'oyment
-20%
Public administration and
. defence
Shrinkers
-40% Source: GMViFM, 2018

Size of bubble = GVA 2017
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Projected Changes to the Occupational mix

2017 -m-

34 Culture, Media & Sports Occupations 2% 2%

24 Business & Public Service Professionals 4% 4% 12%
35 Business & Public Service Associate Professionals 5% 6% 9%

53 Skilled Construction & Building Trades 4% 4% 8%

21 Science & Technology Professionals 4% 4% 7%

72 Customer Service Occupations 1% 2% 6%

62 Leisure & Other Personal Service Occupations 2% 3% 6%

11 Corporate Managers 6% 7% 5%

61 Caring Personal Service Occupations 9% 9% 5%

12 Managers / Proprietors in agriculture & services 4% 4% 5%

22 Health Professionals 4% 4% 4%

92 Elementary Occupations: Clerical & Services related 10% 10% 3%

51 Skilled Agricultural Trades 1% 1% 3%

32 Health & Social Welfare Associate Professionals 1% 1% 1%

71 Sales Occupations 6% 6% -1%
82 Transport & Mobile Machine Drivers & Operatives 5% 4% -6%
54 Textiles, Printing & Other Skilled Trades 3% 3% -6%
31 Science & Technology Associate Professionals 1% 1% -6%
41 Administrative Occupations 9% 8% -8%
23 Teaching & Research Professionals 5% 4% -8%
42 Secretarial & Related Occupations 2% 2% -10%
91 Elementary Occupations: Trades, Plant & Storage related 2% 2% -15%
81 Process, Plant & Machine Operatives 4% 4%

33 Protective Service Occupations 1% 1%

52 Skilled Metal & Electrical Trades 4% 4%

economic . . .
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Source: GMFM, 2018
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Inclusive grOWth Measures of inclusive growth

—_ | Theme | Dimension ___| Broad Indicator

Out of work benefits

Income
* Colleagues at the universities of Sheffield and T _ :
Manchester developed the Inclusive Growth Slcoge 0 Min =3 ILISERCEL L
Monitor for the Joseph Rowntree Foundation. ax Low Earnings
* It uses a range of indicators to asses both . .
prosperity and economic inclusion — see table Economic Housing affordability
opposite. Living costs (ownership)
Inclusion g P
» These are weighted to reflect their . (Score 0 Min-3 ,
importance to the index. gslc\:;lare)o Min Max) Housing costs (rental)
ax
* To devise the scores each indicator is Fuel poverty
normalised so that the LEP with the best
outcome for a given indicator receives a score Labour Market Unemployment
of 1 and the LEP with the worst outcome Inclusion
receives a score of 0. Each dimension . Economic Inactivity
(containing three indicators) notionally has a (Score 0 Min -3
maximum score of 3 and a minimum score of Max) Workless households
E. Each them<=i (containing three ](cjigmergjsions)
as a notional maximum score of 9 and a i
minimum score of 0. Output Growth e LR
« To assess change over time normalised (Score 0 Min—3 Private sector businesses
change scores are calculated based on the Max) .
percentage change on the underlying Wages/earnings
indicator scores between 2010 and 2015. )
Workplace jobs
* The next slide shows change data for Local Emplovment
Authority Partnership areas. Prosperity (Sch))re% Min — 3 People in employment
* The chart shows that Lancashire has some (Score 0 Min - Max) Employment in high-tech
way to go both in terms of prosperity and 9 Max)
economic inclusion relative to other LEP sectors
areas. Ligher level X
igher level occupations
* It should be noted that these are relative Human Capital
scores — they do not necessarily reflect _ Intermediate and higher level
absolute changes in worklessness or fuel (Score 0 Min -3 Kill
poverty, for example. Max) SKIIS

Educational attainment

Source: Inclusive Growth Monitor, 2017: Local Enterprise Partnerships, Inclusive Growth Analysis
Unit, University of Manchester
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Inclusivity in economic performance, 2015

Dimension Broad Indicator Lancashire | Cheshire & Cumbria Greater Liverpool

(Score 0 Min — 3 Max) | (Score 0 Min — 1 Max) Warrington Manchester | City

Region

Out of work benefits 0.33 0.75
Income In-work tax credits - 0.60
Economic Housing affordability (ownership) 0.96 0.76 0.94 0.93 0.98
Inclusion Living costs Housi | 0.95 0.88 0.96 0.87 0.93
(Score 0 Min g ousing costs (rental) . . . . .
-9 Max) Households in fuel poverty 0.48 0.69 0.33 0.50 0.41
Unemployment 0.75 1.00 0.75 0.25 0.25
Labour Market Economic Inactivity - 0.55
Inclusion
Workless households 0.40 0.60
Output (GVA/capita) - 0.49
Output Growth Private sector businesses 0.30 0.64
Wages/earnings - FT workers - 0.28 0.40 0.27 0.29
) Workplace jobs - Jobs density 0.30 0.87
Prosperity
(Score 0 Min  Employment People in employment 0.31 0.77 _
—9 Max) Employment in high-tech sectors 0.47 0.42
Higher level occupations - 0.48
Human Capital Intermediate and higher level skills 0.55 0.82 0.68 0.59 0.55

Educational attainment at GCSE/KS4 = 0.33 0.50 0.33 _

Source: Inclusive Growth Monitor, 2017: Local Enterprise Partnerships, Inclusive Growth Analysis Unit, University of Manchester
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Policy environment and external
drivers of change
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Policy environment and external drivers of change

Key global technology drivers Key national and local policy issues

*  The McKinsey Global Institute has highlighted a number of key * Lancashire’s economy is:
disruptive technologies that will drive change in economies, ] )
including: *  Engaged in key global supply chains and export

Ubiquitous connectivity leading to the creation of new products,
services and processes across all sectors/markets;

Cloud technology enabling the growth of internet-based services;
The ‘Internet of Things’ driving demand for additional functionality
in a wide range of items as well as helping generation of new
processes, products, and services;

The automation of ‘knowledge work’ removing roles which were
previously regarded as the sole domain of humans;

Advanced Materials, with a wide range of functions and properties
in many markets, including health, energy, transport and

markets, its short and medium term prospects will
be affected by the Brexit process - including
aerospace and automotive sectors, as well as
agriculture and food and drink sectors and the
visitor economy;

Affected by UK energy policy — particularly in
relation to nuclear energy, shale gas, and renewable
energy (including wind and tidal energy); and

Will be affected by UK policy on climate change,
including climate change mitigation (e.g. adaptation
of existing industries to meet net-zero carbon by
2050 or sooner), and climate change adaptation,
e.g. water risk management.

engineering;

The following slide depicts a policy hierarchy that
outlines key European, UK, Northern Powerhouse,
Lancashire LEP and district level policies.

* Advanced Robotics changing production processes and logistics
based on advances in machine vision, artificial intelligence,
machine-to-machine communication, sensors and actuators;

*  The hierarchy highlights key documents and statements

that the LIS needs to reflect and to which it must
respond.

* Autonomous/near-autonomous vehicles, e.g. drones, submersibles,
cars and trucks will revolutionise transportation and logistics;

* 3D Printing/additive manufacturing allows on-demand production .

C / and Key Lancashire-level strategies which are driving
for consumers as well as business-to-business applications;

activity at the local level and upon which the LIS will

* Next-Generation Genomics will use big data analytics in the build include the:

sequencing and modification of genetic material, helping to .

{ ! | Lancashire Innovation Plan;
revolutionise human health care and animal/plant agriculture;

e Cultural Strategy; and
* Advanced Qil and Gas Exploration and Recovery, makin%r)ossible 8y

the extraction of oil and gas from previously unexploitable reserves; *  Technical Education Strategy.
* Renewable Energy will enable energy generation without .

wabl € Work on the Strategic Plan is being undertaken
contributing to man-made climate change; and ﬁ

concurrently with the LIS — the two process will inform
each other, e.g. in terms of assumptions around land

* Energy Storage technologies, e.g. lithium-ion batteries and fuel use and location of developments.

cells, will transform the scope for electric and hybrid vehicles, and
may transform the scale at which renewables are able to meet
demand for electricity.

economic
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Policy hierarchy

~

Europe Europe 2020 Horizon 2020

Export and Inward Transport Housing Policy (inc.
Investment Investment o Infrastructure

Government Plan

Industrial Strategy for Growth

Strategies Strategy Fund)

Northern Powerhouse 2070 Commission

Partnership (draft report early-
‘Powerhouse 2050’ | 2019)

Strategic Transport
Plan

£ 4= &

HVM and

Strategic Clean Cultural Lancashire W@ Technical
Efl<JA Economic ESIF Innovation Energy Strategic Education

Growth Strate
LEP Plan | Stratesy Plan Strategy SIAS = Plan Strategy

<

Local Economic Growth . . .
Local Strategies Local Plans Local Transport Strategies Local Housing Strategies

-
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stw development WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base 19 | May 2019



Business Environment



Introduction

Outline of this section

* This section provides an overview of Lancashire’s
business environment. It covers:

Business density

Business start-up and survival rates — including
variations between Local Authority Districts

Scale-up data on fast-growing businesses

Sectoral mix — including variations between Local
Authority Districts

Business population by size of business
Export activity — as data permit

Supply chains — [NB: evidence to be gathered]

e |t also draws on the:

Lancashire Local Enterprise Partnership, Strategic
Economic Plan

Enterprise Research Centre’s, UK Local Growth
Dashboard, 2018

stw economic
development

Key messages

WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base

Business density in Lancashire is marginally higher than the North
West average but it is lower than that of England.

The proportion of the business stock that is made up of new
businesses is significantly lower in Lancashire relative to regional and
national rates.

On the whole, Lancashire’s Local Authority Districts underperform in
terms of business births and 5-year survival rates, when compared to
the England average — however, the picture of business births and
business survival varies significantly between Local Authority
Districts.

In terms of fast-growing Scale-up businesses, Lancashire
outperforms the England average for Scale-ups from <£500k to £1m,
but underperforms relative to England for businesses that are
moving from £1-2m to £3m+.

A smaller proportion of Lancashire’s business are micro-businesses
than in England and North West — conversely, a higher proportion of
its businesses employ 10-49 staff.

Lancashire’s economy has a specialism in manufacturing, a relatively
high concentration of public sector activity, a low concentration of
high-value added service activities — however there are significant
variations in industrial structure between Lancashire’s Local
Authority Districts.

Data on exports at local authority level are limited, experimental
data on service exports show that Lancashire performs strongly on
service exports as a proportion of its GVA.
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Business density relative to regional and national averages

66

64

62

60

58

56

54

52

50

48

There are 52,070 businesses in Lancashire, 260,060 businesses across the North West, and 2.3m businesses across England as a whole.
Business density in Lancashire is marginally higher than the North West average but is significantly lower than the England average.

The proportion of the business stock made up of new businesses is significantly lower in Lancashire relative to regional and national rates —
indicating a relative lack of entrepreneurial activity in Lancashire.

Business Density (enterprises per New Businesses — as a proportion of
10,000 working age pop) total business Stock

18%

17%
’ 17%

16%

64
60
14%
55 13%
54
12%
10%

Lancashire North West England excl. England
Lancashire North West England excl. England LEP London

LEP London

16%

Source: UK Business Counts & Mid Year Population Estimates, 2016 & Business Demography ONS, 2011

economic . . ;
stw development WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base 22 | May 2019



Business survival and Scale-ups

Business survival rates at 3 and 5 years

*  Lancashire lags slightly behind the North West and England in terms of its business
survival rate at 3 years

* ltsrelative performance is weaker in relation to business survival after 5 years —
where it sits three percentage points behind the England average.

Three year business survival Five year business survival

9 45
62% 45% %
61% 44%
60%
43%
0, 43%
60% 60%
59% 41%
41%
58%
39%
56% Lancashire  North England  England
Lancashire North England England LEP West excl.
West excl. London

London

Source: Business Demography & Business Counts, ONS 2010-2016
NB: Figures rounded to the nearest percentage point.
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Scale-ups

The Enterprise Research Centre’s
UK Local Growth Dashboard draws
on data from the Business Structure
Database to highlight Scale-up
performance (firms growing by 20%
by employment a year over three
years) by LEP area relative to the
England average.

The UK Local Growth Dashboards
shows for 2017 :

2.3% of Start-ups Scaling <£500k to
£1m +in 3 years 2014-17 (%) —
relative to an England average of
1.9%; and

6.2% of Scaling Survivors £1-2m to
£3m+in 3 years 2014-17 (%) —
relative to an England average of
7.5%.
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New businesses across Lancashire’s Local Authority Districts

Business Births as a % of Stock 5 Year Business Survival Rate

16% 50%

England Average
14% 45% @@= —— - -2
On the whole, Lancashire’s Local Authority
- R England Average 5 Districts underperform in terms of business
12% births and 5-year survival rates when
35% compared to the England average.
0, . . .
10% 20% However, the picture of business births and
’ business survival varies significantly between
Lancashire’s local authority districts.
8% 25%
In terms of new businesses as a proportion
6% 20% of the total business stock, Blackburn with
Darwen and Burnley outperform the England
15% average.
4%
In terms of 5-year business survival, Ribble
10%
Valley and Pendle outperform the England
2% average.
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Source: Business Demography, ONS 2011 for 5 years
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Business size

*  Lancashire has a small proportion of micro-businesses when compared to any other assessed spatial level.
These are often the source of fast growth — therefore Lancashire may be missing out on potential high-growth
businesses

Proportion of businesses by employment size band

England
England Minus London
North West

Lancashire

H0-9 m10-49 m50-249 m 250+
82% 84% 86% 88% 90% 92% 94% 96% 98% 100% 102%
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Key sectors

*  lancashire’s GVA-driving sectors are
broadly inline with North West
averages.

*  The county draws a large proportion
of its GVA (60%) from its three
largest sectors: Manufacturing;
Distribution, transport,
accommodation and food; & Public
administration; education; health

*  Lancashire also draws a relatively low

proportion of its GVA from Business
service activities.

*  Thus, the economy has a specialism
in manufacturing, a relatively high
concentration of public sector
activity, a low concentration of high-
value added service activities.

e Although, in line with What Works
Centre guidance, local partners note
that industrial structure is not
something that may be easily
influenced through local
intervention.
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Share of GVA By Sector
1%,
Lancashire 17% 7% 21%
<1%
North West g 16% 6% 19%
10
England Minus London E 12% 7% 20%

1%

England [EEA10% 6% 18% 6%

0% 10% 20% 30% 40%

M Agriculture, forestry and fishing
Manufacturing
H Distribution; transport; accommodation and food
M Financial and insurance activities
B Business service activities
W Other services and household activities

Source: ONS Regional Accounts, 2015
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4%2% 11% 8% 22% 4%

4% 4% 13% 11% 20% 4%

5% 4% 14% 11% 19% 4%

7% 14% 13% 18% 4%
50% 60% 70% 80% 90% 100%

M Production other than manufacturing

W Construction

N Information and communication

M Real estate activities

M Public administration; education; health
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Variation in sectoral mix between Local Authority Districts in Lancashire

Over 25% of GVA in
Rossendale, Ribble Valley,
Pendle, Fylde comes from the
Manufacturing sector — well
above the county average.

In Lancaster, 12% of GVA
comes from production other
than manufacturing —
compared to a county average
of 3%.

South Ribble has a particularly
large construction sector —
20% of GVA compared to a
county average of 7%.

Wyre, Ribble Valley, Pendle
and Hyndburn have small
business services sectors —
less than 5% of GVA compared
to a county average of 8%.

In Preston and Blackpool over
30% of GVA comes from
Public administration,
education and health sector
activities — compared to a
county average of 22%.

Thus, local economic priorities
are likely to vary between
districts.
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West Lancashire
South Ribble
Rossendale
Ribble Valley
Preston
Pendle
Lancaster
Hyndburn
Fylde
Chorley
Burnley

Blackpool

Blackburn with Darwen

Share of GVA By Sector

0%

10%

B Agriculture, forestry and fishing

W Construction

B Financial and insurance activities

W Public administration; education; health

20%

21%
18%
15%
14%
12%
31%
16%
28%
19%
14%
24%
23%
35%
29%

30% 40% 50% 60% 70% 80% 90%

B Production other than manufacturing Manufacturing
H Distribution; transport; accommodation and food B Information and communication
M Real estate activities W Business service activities

B Other services and household activities

Source: ONS Regional Accounts, 2015

WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base 27 | May 2019

100%



Exports and foreign ownership

*  Publicly available data on exports at the local

Service Exports as a Proportion of GVA

authority level are limited. 16%
*  Experimental data on service exports show Lancashire 14%
performs strongly on service exports as a proportion 12%
of its GVA. 10%
e Similarly, publicly available data on foreign ownership 8%
at local authority level is limited, regional data sow 6%
the North West has the fourth largest number of 4%
foreign-owned businesses, after London, the South 2%
East and the West Midlands. o
«  Foreign ownership may be advantageous to an Lancashire North West E“g'&"n‘;(';’r'jnus England
economy, as foreign-owned businesses tend to export Source: The Pink Book International Trade in Services ONS 2016 & Regional GVA
more than domestic firms and can tap in to wider by Local Authority, ONS 2016
supply and innovation networks — however, in the
current policy environment with uncertainty Number of foreign-owned businesses by Region

regarding international trade and investment

South West NN
arrangements, stakeholders have expressed a need to

identify and mitigate risks associated with key South East
investment decisions being taken overseas. London
East

West Midlands
East Midlands
Yorks & Humber
North West

North East

o

1000

2000 3000 4000 5000 6000 7000 8000 9000

Source: VAT and/or PAYE based Enterprises by Country of Ultimate Foreign Ownership

ONS, 2010
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Business supply chains

NB: Further evidence is required.
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Introduction

Outline of this section Key messages

*  This section reviews the innovation landscape in Lancashire.
It provides an overview of:

. Research, Development, Demonstrator and Innovation
Assets including Higher Education Institutions; .

°  Patent activity by sector;
*  University research performance;

*  University Commercialisation, Spin-offs, Knowledge
Transfer Partnerships and Graduate Start-ups; and

*  Regional-level data on innovation active businesses and
R&D spending by business and universities.

* It draws on national datasets, plus the:

. Lancashire Innovation Plan, 2018;

*  North West Coastal Arc Partnership for Clean and
Sustainable Growth Science and Innovation Audit, 2018 .
— a partnership led by Lancaster University, involving
Merseyside, Cheshire, Staffordshire and North Wales;

* Innovation North Progressing Innovation in the Northern
Powerhouse, NP11 and Innovate UK, 2018; and

. Lancashire Innovation Ecosystem Project — ongoing.

Lancashire is home to leading global businesses at the cutting edge of advances in
Advanced Manufacturing, which are supported by a cluster of high-tech SMEs that
are amongst the most productive in the country.

Lancashire’s manufacturing base is led by aerospace, automotive, and energy
sectors, with additional strengths in digital and healthcare sectors.

There are excellent examples of innovation in Lancashire’s business base, including
BAE Systems in the aerospace sectors and AMS Neve in digital/sound engineering.

Lancashire is developing its innovation links with neighbouring cities, including but
not limited to Manchester, Liverpool and Sheffield. An example of collaboration
with Sheffield partners is the Advanced Manufacturing Research Centre North
West.

Lancashire’s HEIs have research strengths in Allied Health Professions, Chemistry,
Computer Science, Earth Systems and Environmental Sciences, General
Engineering, Mathematical Sciences and Physics.

IPO data show strong intellectual property advances in areas such as Civil
Engineering, Mechanical Elements, Medical and Computer Technology, and
Thermal Processes.

Lancashire’s strengths in industries at the forefront of Industry 4.0 and its
participation in the Made Smarter Pilot in the North West mean that it is well-
placed to capitalise on productivity improvements associated with increased
automation and the adoption of new technology.

Lancashire has an unusual mix of sectors and supply chains with (as yet untapped)
potential to combine capabilities which may open up new competitive
opportunities.
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Innovation assets

*  Four universities operate in Lancashire — the table below shows how
they rank in terms of different ranking schemes.

*  The Lancashire Innovation Plan identifies: 54 innovation assets that
support and enable innovation, which cover 16 sectors, including:

*  Advanced Manufacturing (15 assets);
*  Digital (6 assets);

*  Energy (5 assets);

*  Aerospace (5 assets); and

*  Health (5 assets).

*  There is a concentration of assets along the West to East corridor (M55-
M6-M65).

°  Thereis a substantial concentration of assets around the Lancaster
University and UCLAN Campuses.

*  Digital assets appear to be disparately distributed, with no apparent
signs yet of effective clustering.

Higher Education Institutions

S S Qs REF FTE
UK World World Power Students
Ranking | Ranking | Ranking Ranking
Lancaster 6 =150 =135 25 11,637 38%
University
University 93 601-800  801- 74 16,500 18%
of Central 1000
Lancashire
Edgehill 61 - - 96 - -
University
Cumbria 125 - - 142 - -
University

Source: The Times/The Sunday Times: Good University Guide 2018,
Times Higher Education World University Rankings 2018, QS World University Rankings
2018, REF 2014 Power Rankings
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Lancashire’s Innovation Assets
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Innovation Assets

Advanced Manufacturing
Aerospace

Automotive

Business Support
Chemistry

Construction

Creative

Digital

Eco-Innovation
Education

Energy

Engineering

Health

International connectivity
T

Maritime

Mixed

Nuclear

.

Source: Lancashire Innovation Plan, 2018

WORKING DRAFT: Lancashire Local Industrial Strategy: Evidence Base

32 | May 2019



Patent applications

*  Firms and research institutions based in
Lancashire are actively developing patents
across a broad range of sectors.

*  Relative to other LEP areas, Lancashire has
particular prominence in patents for:

*  Thermal Processes & Apparatus;
. Mechanical Elements; and
*  Civil Engineering.

*  With further strengths in Digital and
Healthcare.

It should be noted that these data capture
‘local’ patenting, which does not include
patents from major multi-national
corporations (MNCs) with registered HQs
outside Lancashire, so these data
understate the level of activity in Lancashire

* Dataon innovation active businesses are
only available at regional level — the North
West is only marginally behind the UK
average.

Innovation active businesses

54%
53%
53%
52%
52%
51%
North West UK

Source: Innovation Active Enterprises, UK Innovation Survey
2015 (survey period 2012-2014)
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Patent applications by sector, 2005 to 2017

Transport

Thermal processes and apparatus
Textile and paper machines
Telecommunications

Surface technology, coating
Semiconductors

Pharmaceuticals

Other special machines

Other consumer goods

Organic fine chemistry

Optics

NULL

Micro-structural and nano-technology
Medical technology

Mechanical elements
Measurement

Materials, metallurgy
Macromolecular chemistry, polymers
Machine tools

IT methods for management
Handling

Furniture, games

Food chemistry

Environmental technology
Engines, pumps, turbines
Electrical machinery, apparatus, energy
Digital communication

Control

Computer technology

Civil engineering

Chemical engineering
Biotechnology

Basic materials chemistry

Basic communication processes
Audio-visual technology

Analysis of biclogical materials

"‘““"ﬂr“ﬂl"||""'l~|wll"""'!l

0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00% 16.00% 18.00%

m All LEPS

Source: IPO, 2017
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Percentage of patent applications (2005 to 2017)

m Lancashire m Northern Powerhouse less Lancashire
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R&D Spend

*  Dataon R&D expenditure is available at regional level for university and business investment — this provides an indication of the levels
of investment in R&D in Lancashire.

* ltshows:
*  HE R&D investment per head is £95 — 80% of the England average; and
*  Business R&D investment per head is £300 — around 80% of the England average.

* Dataon investment in R&D by government and charities is not available at the level of the NW due to issues of confidentiality.

Gross R&D Expenditure by Business and Higher Education R&D Expenditure per person by Business and Higher Education
England m £386
South West | ——— South West F £297
South East | South East w £535
London [ ——— London =£225 £317
East of England | — East of England _£133— £758
West Midlands | e——— West Midlands i uun i — £421
East Midlands |J— East Midlands F £319

; I 172
Yorkshire and the Humber |- Yorkshire and the Humber ™7 06
I £ 300
North West [ —— North West ™95
I 145
North East [ North East ™01

£0 £1000 £2,000 £3000 £4,000 £5,000 £0 £100 £200 £300 £400 £500 £600 £700 £800

W Business R&D Spend (£ million) ®m Higher Education R&D Spend (£ million) W Business R&D Spend per head M Higher Education R&D Spend per head

Source: ONS Country and regional breakdown of expenditure, 2017 and ONS Population Estimates 2019
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University research performance

As noted above, four universities operate in Lancashire:
Lancaster;
UCLAN;
Edge Hill; and
Cumbria.

The Research Excellence Framework (2014) shows
Lancashire’s HEIs have significant research strengths.

The high-rated subjects of relevance to the Industrial
Strategy are:

Business & Management Studies;
Mathematical Sciences;

Allied Health Professions, Dentistry, Nursing &
Pharmacy;

Computer Science & Informatics;

Earth Systems and Environmental Sciences;
Psychology, Psychiatry & Neuroscience;
Physics;

Chemistry; and

General Engineering.

* The next slide illustrates the universities’ performance
relative to the UK average.

stw economic
development

Highest % of research (overall) rated 4* or above by subject & by university

Research

Lancaster
Lancaster
Lancaster
Lancaster

Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster
Lancaster

UCLAN
UCLAN
Lancaster
Edge Hill
Cumbria
Edge Hill
UCLAN

Theology & Religious Studies
Business & Management Studies
English Language & Literature
Mathematical Sciences

Allied Health Professions, Dentistry, Nursing & Pharmacy
Sociology

Computer Science & Informatics

Earth Systems & Environmental Sciences

Art & Design: History, Practice & Theory

History

Psychology, Psychiatry & Neuroscience

Law

Education

Physics

Chemistry

Communication, Cultural & Media Studies, Library &
Information Management

Modern Languages & Linguistics

General Engineering

Psychology, Psychiatry & Neuroscience

Sport & Exercise Sciences, Leisure & Tourism

Sport & Exercise Sciences, Leisure & Tourism
Psychology, Psychiatry & Neuroscience
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42%
41%
40%
40%

39%
39%
36%
32%
31%
30%
29%
28%
25%
24%
20%

20%
20%
17%
15%
14%
13%
13%

Source: REF, 2014
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Research performance

% of research (overall) rated 4* or above by subject

University of Central Lancashire (UCLAN)

Allied Health Professions,
Dentistry, Nursing and Pharmacy
Sport and Exercise Sciences, 40% Architecture, Built Environment
Leisure and Tourism 35% and Planning

Art and Design: History, Practice
and Theory

30%,

Social Work and Social Policy

Psychology, Psychiatry and
Neuroscience

Business and Management
Studies

Communication, Cultural and
Media Studies, Library and
Information Management

Physics

Electrical and Electronic
Engineering, Metallurgy and
Materials

Modern Languages and Linguistics

Law English Language and Literature

History General Engineering
Geography, Environmental ==|niversity of Central Lancashire

Studies and Archaeology ==|JK average

Edgehill University

Allied Health Professions,
Dentistry, Nursing and Pharmacy
40%

35%

Communication, Cultural and
Media Studies, Library and
Information Management

Sport and Exercise Sciences,
Leisure and Tourism

Social Work and Social Policy Education

Psychology, Psychiatry and

English Language and Literature
Neuroscience 8 BU3E

==Edge Hill University
==UK average

Geography, Environmental Studies
and Archaeology

History
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Lancaster University

Theology and Religious Studies

Sociology

Psychology, Psychiatry and
Neuroscience

Physics

Mathematical Sciences

Law

Allied Health Professions, Dentistry,
Nursing and Pharmacy
45%

Art and Design: History, Practice and
Theory

Business and Management Studies

Chemistry

Computer Science and Informatics

Earth Systems and Environmental
Sciences

Education ==l ancaster University
==K average
History English Language and Literature

General Engineering

University of Cumbria

Sport and Exercise Sciences, Leisure
and Tourism

Lancashire Local Industrial Strategy: Evidence Base

Allied Health Professions, Dentistry,
Nursing and Pharmacy
35%

Art and Design: History, Practice
and Theory

==University of Cumbria

==|JK average

Source: REF, 2014

Business and Management Studies
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Universities and Intellectual Property

* Two of Lancashire’s universities, Lancaster and UCLAN, actively
generate new IP.

* In2017/18, UCLAN had 27 disclosures, i.e. research that may be
commercially relevant and require a patent, and Lancaster
identified 29.

* The generation of findings which may be patentable and then
achieves a patent can take time and is ‘lumpy’ making year-on-
year comparisons tricky. The range of patents granted each year
for Lancaster is in the range of 1-7 and for UCLAN 1-3.

* Between the two universities there are 141 active patents in their
portfolios.

Patent portfolio and number of disclosures by university

100 94
80
60
40

20

The University of Central
Lancashire

B Number of disclosures B Cumulative patent portfolio

Source: HESA, 2017/18
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The University of Lancaster

Granted number of patents by yea