FINAL

Business Case NI-166; Average Earnings


Lancashire Local Area Agreement Business Case 
Theme:
Economic Development & Enterprise 
	Summary

Indicator proposed – NI 166. Average earnings of employees in the area.

This target is extremely important as a proxy for GVA and how the Lancashire economy is performing, although it is also extremely difficult to directly influence.
The target tracks the county’s average wage for an employee against that of the region and indexes this.  Having performed well within the region in the late nineties and earlier noughties a gap between the county and regional weekly wage has widened.

It is proposed to narrow this gap over the period of the LAA 2008-11, the county average to be £482.50 against regional £483.7 (99.8)


	

	Indicator proposed – NI 166. Average earnings of employees in the area.

Outcome:  

· To increase Productivity in the Lancashire economy, and in so-doing narrow GVA-gap and increase Prosperity in Lancashire.

· Decrease the national skills deficit to support higher added value business and economic growth

This indicator transcends across other Business Cases produced thus far, in that earnings are predicated on the skill level of the population and on the availability of job-vacancies.



	Evidence to support prioritisation

· Delivery of Ambition Lancashire Principles and Priorities
Contributes to:-

1. Overall vision of a prosperous and competitive Lancashire by 2020.
2. Overarching principles of Narrowing the Gap & Active and Engaged Communities and Citizens.
3. Economy theme, and additionally, Children and Young people (child poverty), Community Safety (Crime Reduction), Education/Learning (basic Skills and Leitch Implementation), Access (Targeting Deprived and Disadvantaged Communities), Image and whole life offer of Lancashire.
Ambition Lancashire states that “without improved economic prosperity many other problems (health, housing, crime, access to services) are all much harder to address”.  

Ambition Lancashire has prioritised the following actions in support of this 
· More and better employment opportunities - moving up the value-chain; 

· Increase employment opportunities within Lancashire particularly within high-value and highly-skilled areas; 

· Actively change and influence the type of economy in Lancashire through marketing and lobbying; 

· Take advantage of new opportunities – knowledge economy, advanced manufacturing; 

· Improved growth compared to rest of country; (AL, p.12)

Ambition Lancashire aspires to a more “diverse economy” through:

· Developing different type of business in the knowledge economy and sustainable technologies;

· Exploiting growth potential of key sectors, such as tourism, aerospace, energy, textiles;

· Moving existing economy sectors up the value-chain, such as traditional to advanced manufacturing; (AL, p.27)

Ambition Lancashire aspires to developing “appropriate and quality development sites” through:

· Coordinating actions to identify sites, linking development to accessibility for both workers and customers and harmonising marketing activities. (AL, p.30)
Ambition Lancashire has 

· “GVA per head compared with UK average” 

· “Growth in the VAT-registered business stock as a Direction-of-Travel indicators (AL, p.32)
· Added value to other key Lancashire plans and strategies

This indicator contributes to strategies eminating from Lisbon Accord 2000 which made a commitment to make the European Union economy “the most competitive and dynamic knowledge-based economy in the world”. (LES, 2.2)

The listed regional, sub-regional and local strategies support this in the following ways:

1. Northern-Way Growth Strategy:

The Northern-Way Growth Strategy has the stated intention of bridging the £30billion output gap identified between the North and the rest of England by 2020. (LES, 2.3)

2. Regional Economic Strategy (RES):
The Regional Economic Strategy has 3 major drivers to achieve the Strategy’s vision and to close the output gap with the average for England.  The first of these drivers is to “Improve Productivity and Grow Markets”, the second is to “grow the size and capability of the workforce”, and the third is to create and maintain “conditions for sustainable growth”. (RES, p.5)  Each of these drivers would be impacted upon by the NI166.

More specifically the following Transformational Actions would directly link to the NI166:

8 – cluster programmes in priority sectors to develop higher value activity and improve productivity;

9 – exploit opportunities from creation of a Media Enterprise Zone linked to BBC relocation;

12 – help businesses to implement process and product / service innovation;

13 – enhance Business / HEI collaboration and knowledge transfer;

16 – support major research concentrations and knowledge nuclei;

26 – Deliver the basic skills required by employers for those without  qualifications

27 – Deliver the skills required by priority sectors

28 – Deliver the skills required to maximise the economic impact of key growth opportunities

31 – Develop intermediate / higher level skills and linkages to workless people

37 – Develop educational attainment

54 – capitalise on the strengths and assets of Manchester, Liverpool and Preston as drivers of city-regional growth;

55 – develop plans to capitalise on ongoing private sector investment around Crewe, Chester, Warrington, Lancaster and Carlisle;

The NWDA Enterprise Policy seeks to close the GVA gap and defines Enterprise as Competitiveness + Risk Taking + Creativity + Productivity, at all levels of society, in new firms and in existing firms. (NW Enterprise Policy, consultation, August 2007)
Logic Chain (NWDA, 2008)
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The Logic Chain attempts to show how the gamut of economic development and regenerative indicators and outputs support the NWDA’s primary objective of lifting the North-West’s GVA.  Wages of employees is an excellent proxy for this.

3. Lancashire Economic Strategy (LES):

“Lancashire’s Economic Strategy is designed to improve the economic competitiveness and performance of the economy by developing its key economic assets and opportunities within a clearly defined spatial framework based on complementary roles and functions.” (LES, 1.19)  

The Strategy states that “Lancashire will keep pace with the regional growth profile, but the gap between the sub-regional and national growth rate, already wide, is set to get wider.” (LES, 3.7)

The “added-value role and function” of the Lancashire Economic Strategy “should be to support projects that will lead to moving the Lancashire economy up the value chain.” (LES, 4.1)

The Lancashire economy, with exceptions, is at a “competitive disadvantage” in terms of the ability of businesses to compete in the global knowledge economy. (LES, 3.2 & 3.3)  Any activity to redress this should impact positively on average earnings.

The LES seeks to make clear the opportunities that exist in the growth-orientated parts of the sub-region and how to make more effective those parts which are less growth orientated. (LES, 1.24)

Four-drivers are defined to address the economic challenges facing the sub-region:

· Higher-value activity and investment

· Investing in people

· Employment generation & entrepreneurship

· Investment in quality of place (LES, 4.4)

To achieve this the “share of businesses” participating in the knowledge economy will be increased, business activity in “high-value activity” will be increased, and the “amount of employment” within the knowledge economy will be increased”. (LES, 4.5)  Business support mechanisms will be “enhanced”, HEI will have an “integrated role” within the local economy, and “conditions for growth” will also be supported. (LES, 4.6)

To grow the size of the workforce in employment in Lancashire (Fig 6, page 20)

Implement the actions of the Lancashire Skills Strategy (4.44)

Lancashire’s Forecast Growth Sectors are (LES, 3.11; figure 5):
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The Action Plan from the LES will only address “approximately half” of Lancashire’s identified GVA shortfall. (LES, 5.6)

4. DFES Skills Strategy

Employers have the right skills to support their business, and individuals have the right skills they need to be both employable and personally fulfilled.
5. Lancashire Learning and Skills Council
Lancashire’s LSC seeks to increase the skills of the workforce.  A better-skilled workforce stands to be a better-paid workforce.  The LSC is committed to:
· Extend participation in education, learning and training

· Increase the engagement of employers in workforce development

· Raise achievement of young people & adults

· Raise the quality of education and training and user satisfaction  
6. Other partners:

· LEGI programme plan:
5 of the Pennine Lancashire Local Authorities were successful in securing resource from Local Enterprise Growth Initiative.  Within the Lancashire County Council footprint, Hyndburn, Burnley and Pendle benefit from this programme, which targets some of the most deprived communities in east Lancashire.  

The vision of the programme is to “replace the ‘employee’ culture and lower-value manufacturing mentality of Pennine Lancashire with ‘home-grown’ enterprise”.  Through the “active encouragement of creativity and enterprise” a higher-value prosperity is envisaged, “creating a reputation for the area for the manufacture of high-value ideas rather than low-value products” and with this jobs employing local people paying higher wages. (Great Goals bid, p.17) 
· Consultation responses 

NI166 – Pendle LSP, Burnley LSP, Hyndburn LSP, South Ribble LSP, Chorley LSP, South Ribble Council, East Lancs PCT, Lancashire County Council 

· Survey data

The target is sourced as the median gross-weekly pay from the Annual Survey of Hours & Earnings (ASHE) but is only for full-time employees.  The target therefore does not reflect the contribution and impact of part-time work on income-level of employees of the County, although this data is available.

This target is then compared against data for the region and a Median produced.

Baseline data is based on a 10-year average 1997-2006.

As the target is based from survey data its confidence value at any level below that of the county is weak.

· Profile and Performance data

The table below shows how the baseline data for this target, based on a 10-year average, has been calculated:
Year

Lancashire (£)
Region

LAA median

1997

308.6
308.7
99.97
1998

321.5
317.9
101.13
1999

325.7
327.9
99.33
2000
335.1
340.9
98.30
2001
345.4
354.2
97.52
2002
357.6
368.5
97.04
2003
379.1
379.7
99.84
2004
393.6
394.1
99.88
2005
396.8
406.4
97.64
2006
404.7
421.1
96.11
TOTAL

98.67

The data below supports the table given.

Area

2007 (£)
Median
Lancashire
417.4
96.13
North-West
434.2
England

462.0

District

2007 (£)
Median against Region
Burnley

378.3
87.13
Chorley

419.4
96.59
Fylde

514.4
118.47
Hyndburn

374.9
86.34
Lancaster

441.2
101.61
Pendle

388.4
89.45
Preston

390.7
89.98
Ribble Valley

453.2
104.38
Rossendale

352.1
81.09
South Ribble

446.8
102.90
West Lancs

409.9
94.40
Wyre

376.4
86.69
The table below shows trend data for average earnings:
Local Authority

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007
Fylde

392.9

393.8

434

428.3

456.9

474.4

478.7

486.8

495.1

514.4
Ribble Valley

313.9

356

281.5

347.7

390.6

337.5

349

431.5

430.5

453.2
South Ribble

334.7

317.1

362.6

357.5

385.3

397.2

402.3

410.3

412.7

446.8
Lancaster

323

326.3

339.3

365

400.4

400.9

427

417

411.5

441.2
Blackburn with Darwen

293.7

295.5

321.7

348.7

346.9

364

407.1

373.5

385.8

428.0
Chorley

293.4

325.3

317.9

329.9

343.4

346.9

361.9

371.9

397.9

419.4
West Lancashire

324.3

342.2

346.5

359

364.5

353.8

397

419.5

404.6

409.9
Preston

335

314.9

337.3

350.4

326

364.7

371.6

379.8

403.5

390.7
Pendle

293.7

273.8

344.1

323.2

320.9

318.4

339.2

375.8

382.2

388.4
Burnley

307.1

334.3

325.6

335.9

341.4

362.8

356.2

364.1

400

378.3
Wyre

267.8

325.8

279.8

308.9

295.8

332.5

353.3

350.6

344

376.4
Hyndburn

297.3

280.8

275.2

269.8

355.6

351.9

309.3

361.8

329.9

374.9
Blackpool

263.3

274.9

284.3

293.3

318.3

333

338.4

348.8

351.9

365.0
Rossendale

260.7

250.8

267.1

273.5

290

310.1

329.5

325.6

327.1

352.1
The following data shows earnings by residents:

District

2007 (£)
Confidence

Employee difference
Burnley

378.1
8.5%
E + 0.2

Chorley

442.6
6.5%
R + 23.2

Fylde

522.3
8.9%
R + 7.9

Hyndburn

373.3
6.4%
E + 1.6

Lancaster

475.2
7.8%
R + 34.0

Pendle

371.1
6.4%
E + 17.3

Preston

388.7
5.8%
E + 2.0

Ribble Valley

497.8
12.0%
R + 44.6
Rossendale

416.9
10.0%
R + 64.8
South Ribble

449.8
7.1%
R + 3.0
West Lancs

443.9
7.4%
R + 34.0
Wyre

399.5
9.2%
R + 23.1
Area

2007 (£)
Confidence

Employee Difference
Lancashire
429.4
2.2%
R + 12.0

North-West
432.7
0.9%
E + 1.5

England

462.6

0.3%

R + 0.6

In 8 of the districts Residents earn more than Employees of districts, and there are significant differences between the two in West Lancashire and Lancaster (£34 / week), Ribble Valley (£44.60 / week) and Rossendale (£64.80 / week).
Trend data for resident earnings is shown below:
Local Authority

2002

2003

2004

2005

2006

2007
Fylde

403.1

473.3

424.5

456.3

450.4
522.3
Ribble Valley

398.4

440.2

453.5

468.3

457.2
497.8
Lancaster

388.2

400.8

422.2

428.9

426.3
475.2
South Ribble

392.1

393.2

413.8

415.7

417.2
449.2
West Lancashire

394.9

404.4

405.2

422.7

421.1
443.9
Chorley

374.8

358.9

407.7

409.9

423.1
442.6
Blackburn with Darwen

337.2

375

377.5

372.8

363.2
424.5
Rossendale

333.5

365.9

401.7

414.6

423.5
416.9
Wyre

342

392.6

402.3

424.8

422.3

399.5
Preston

361.3

399.5

387.5

373.6

373.2
388.7
Burnley

347.6

367.7

358.8

402.4

399.4
378.1
Hyndburn

339.3

317.2

299.4

362.6

349.0
373.3
Pendle

318

342.3

330

361.3

381.7
371.1
Blackpool

324.4

327.3

324.2

333.0
342.6
350.9


	Contribution to/from other thematic areas
Average earnings make a direct contribution to the 7 themes of the Lancashire LAA:

· Children and Young People (Improved educational attainment) 
· Economic Development (Skills and Productivity)
· Safer Communities (Crime Reduction / Diversionary Activities)
· Environment (New Technologies / Sustainable Communities) 
· Healthier Communities (Mental & Emotional Well Being)
· Older People (Skilled Older Workers) 
· People and Communities (Cohesion and Engagement). 



	Focus of improvement activity

· Spatial Areas (e.g. neighbourhoods, districts, rural areas)
The confidence level is such that anything below the County-level will be weak.  

Assessing trends and patterns over a longer-period will help inform the accuracy at a more local level.

Targeting and understanding more local economies will be assisted through the comparison data of weekly pay by employees and by residents.

Recognising that NI-166 does not include part-time work should also be recognised.

· Communities of Interest (e.g. single parents, BME, disabled)

All communities suffer directly or indirectly through the lack of skills within Lancashire and the UK.  The link between earnings and skills levels is well known.
NI-166 does not include Part-time workers.  Part-time workers play an important part in the Lancashire economy, to a greater extent in some area and in some communities than others.

Further work is needed to uncover specific evidence and trends with wage inequality.


	Impact Assessment
An impact assessment will be completed by September 2008.  The County Council’s Impact Assessment will be used and partners are requested to apply their own, as appropriate.  We will encourage partners to build on and include local impact assessments at a district and neighbourhood level.
A consistent regional trend figure is essential for effective cross-comparison.

This target measures average wages of employees within Lancashire and not residents.  There are many areas in Lancashire, particularly those adjacent to the north of Greater Manchester and Merseyside which are home to high earners who work outside of Lancashire.



	Performance Management
· Data Source and Baseline
Derived from the Annual Survey of Hours & Earnings (ASHE), table 7.1a (Weekly Pay – Gross (£) for full-time employee jobs).  Available through National Statistics website.
Regional trend figures to 2011 have been set from which to plot a Lancashire target.
· Data Provider and Data Owner
GONW / Lancashire County Council.
· Targets proposed/designated 
The median of Lancashire’s average wage to the regional average wage has reduced over recent years and in 2006 was at its lowest in the last ten years.  As such the 10-year average proposed as a baseline is artificially high as a figure from which to move.

Also, this target is deemed to be exceptionally important but also extremely difficult to influence.

No evidence has been provided on which to suppose trend development for the region, against which any Lancashire targeting would be made.

As such the 2009 target is deemed to be 2.5% (inflation) higher than 2008, in line with an identical rise in the region.  To narrow the gap between the County figure and regional figure an additional 0.5% is added to the target figure for 2010 and an additional 0.75% for 2011.  This is shown in the table below:

Year

Lancashire (£)

Region

LAA median

10-year average 1997-2006

98.67

2006

404.7

421.1

96.11

2007

417.4

434.2

96.13

2008

430.0
445.3
96.56
2009*

447.5
458.1
97.69
2010*

465.0
470.9
98.75
2011*

482.5
483.7
99.75
* - targets in LAA 2008/11
To directly influence NI-166 will be extremely difficult.  However the cause and effect of intervention across other indicators would be anticipated to contribute towards NI-166 and effect a positive change.
It would be anticipated that other National Indicators in the LAA would align and contribute towards this target:

· NI163 – Working age population qualified to at least level 2 or higher.

· NI165 – Working age population qualified to at least level 4 or higher.

· NI171 – New business formation rate.

If the same LAA medians as 2007 are applied to the 2011 target this equals:

District

2007 (£)
Median against Region
2009

2010

2011

North-West

434.2
-
458.1
470.9
483.7
Lancashire

417.4

96.13

447.5

465.0

482.5

Burnley

378.3
87.13
389.9

405.2

420.4

Chorley

419.4
96.59
432.2

449.1
460.0
Fylde

514.4
118.47
530.2
550.1
571,6

Hyndburn

374.9
86.34
386.4
401.2
416.6
Lancaster

441.2
101.61
454.7
472.5
490.3
Pendle

388.4
89.45
400.3
415.9
431.6
Preston

390.7
89.98
402.7
418.4
434.2
Ribble Valley

453.2
104.38
467.1
485.4
503.6
Rossendale

352.1
81.09
362.9
377.1
391.3
South Ribble

446.8
102.90
460.5
478.5
496.5
West Lancs

409.9
94.40
422.4
439.0
455.5
Wyre

376.4
86.69
387.9
403.1
418.3
This way of working however exaggerates present inequalities.  The 2007 gap between ‘richest’ (Fylde) and ‘poorest’ (Rossendale) grows from £162.30 per week to £180.30 difference.
· Identified Target Lead 

Currently Lancashire County Council


	Resource Support 

· Activity to deliver level of improvement expected including commissioned from a third party. 
To be developed alongside key elements of Increasing Number of People with a level 2 (NI-163) and level 4 (NI165) qualification, and by increasing the number of new businesses (NI171).  
As with other National Indicators within the Economic Development & Enterprise theme it is unrealistic to expect immediate change.  Creating the conditions and skills-base for the business growth required in Lancashire should be monitored over a longer-time frame, such as to 2018.

The approach to achieving this would be: 

1. Built on current, successful best practice

2. Identify Targeted Approach – Partner Alignment

3. Co-ordinate Impact Assessment Data

4. Aligned and complimentary to current activity 

5. Contribute to District and Neighbourhood level programmes.

6. Supportive of UK Government Business Simplification agenda

· Partners Committed to delivery of activity 

See Target Action Plan.
· For activities currently being delivered toward this target, what type and value of resources are involved?
See Target Action Plan.
· Will the level of resources detailed above increase/decrease during the 3 year period of the new LAA? 
See Target Action Plan.
· Are the resources detailed above sufficient to fund the achievement of the proposed target? 
See Target Action Plan.


	Risks and Opportunities

· Outline risks and their consequences to achieving target 

· External market forces, such as sub-prime, oil, interest rates, driving down wages have the potential to have greatest impact.
· Failure to achieve other targets in the LAA, such as improving Employability, increasing business starts and growth, and improving skills levels will all influence the achievement or otherwise of this target.
· Inequalities between wealthy and poorer areas of the county are exaggerated if a like-for-like method of calculating district targets is used.

· Identify opportunities to further enhance delivery, expand services, contribute to or provide support to other themes / cross-cutting issues

See Target Action Plan.
· What are the implications of not including this Outcome/Indicator?

The Private Sector is the main driver behind any economy.  The GVA-gap in Lancashire is widening with the rest of the UK.  This means that the business stock which Lancashire has is not closing this gap.  The knock-on impact of this is that Lancashire has lower wages, spend and investment with rest of the UK, the impact of this being contingent with what one would expect from deprived communities, in terms of poor health, low educational attainment and so on, the result of this which requires greater investment from the public purse to improve these localities.


	Date proposal prepared/updated
25th June 2008 FINAL


	By whom

Barrie Moreton / Simon Emery


	Date agreed by thematic partnership (or delegated body)


	Date received by LAA Lead Officer



	Date received by Negotiating Group


	Date approved by Lancashire Partnership
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