FINAL

NI-171: New Business Registration Rate

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

Indicator proposed – NI-171.  New Business registration rate.
This target will get baseline data in Autumn 2008 and will be reassessed then.


	

	Indicator:  NI-171: New Business registration rate

Outcome: 
· To increase Productivity in the Lancashire economy.

· In so-doing narrow GVA-gap and increase Prosperity in Lancashire.


	Evidence to support prioritisation

· Delivery of Ambition Lancashire Principles and Priorities
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; 
· Make best use of existing opportunities in Lancashire – green technology, tourism;
· Improved growth compared to rest of country; (AL, p.12)

Ambition Lancashire aspires to a more “diverse economy” through:
· Supporting more businesses to start-up and survive;
· 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 NI171 and NI172.
More specifically the following Transformational Actions would directly link to the NI171:

1 – transform Business Link into a key enabler of high productivity and enterprise, and integrate skills brokerage with this service;

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;

15 – implement the North West Science Strategy;

16 – support major research concentrations and knowledge nuclei;

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)
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The Logic Chain shows how the gamut of economic development and regenerative indicators and outputs support the NWDA’s primary objective of lifting the North-West’s GVA.  Increasing formation rates of businesses, particularly in priority sectors, is a NWDA priority.
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)

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)
Lancashire’s Forecast Growth Sectors are (LES, 3.11; figure 5):
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Thematic projects have been established around Aerospace & Advanced Manufacturing Sector, Tourism, Rural Areas, Skills & Enterprise, and Quality of Place. (LES, 2.15)

Lancashire’s Unique Sectoral Selling Points are identified as:
· ICT & Computing

· Energy & Environmental Technologies

· Aerospace

· Tourism

· Advanced Manufacturing

· Communications

· Professional / Business

· Digital & Creative (LES, 4.9; figure 6)

The Action Plan from the LES will only address “approximately half” of Lancashire’s identified GVA shortfall. (LES, 5.6)

4. Lancashire Local Area Agreement 2006-09

The Lancashire LAA 2006-09 has 2 Enterprise targets currently:

E9, is a GVA target to record the “Number of Lancashire businesses assisted to improve their competitiveness as measured by GVA”.  Lancashire Economic Partnership are the lead and Measure Owner for this target.
E10, is a starts and sustained target, and records the number of businesses started in Lancashire and those sustained for a minimum of 12-months.  The target is appropriate for Performance Reward.  Business Link Lancashire were the Measure Owner for 2006/07, and partners led by LCDL and A4e currently act as Measure Owner for this target.
5. Other partners:

District Sustainable Community Strategies and Local Development Frameworks have significant impact on the delivery of this indicator.
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”. (Great Goals bid, p.17)
· Consultation responses 
NI171 - Local Strategic Partnerships for Ribble Valley, Pendle, Rossendale, South Ribble, Preston, West Lancashire supported the use of this indicator, as did South Ribble Borough Council, Preston City Council, West Lancashire District Council, Lancashire County Council.   

· Survey data

The target is a proxy measure for business start-ups.  The actual measure is new businesses registering for VAT and PAYE and some smaller businesses reaching the VAT threshold or running a PAYE scheme for the first time.

2.1 million of the estimated 4.3 million enterprises in the UK were registered for either VAT or PAYE.  It is not possible to produce local area estimates for the wider business population.

The target does not give a complete picture of start-up and closure activity.

The population denominator is the resident population aged 16 and above, using mid-year population estimates for the year to which the registrations relate.
This is a new target.  As such there is no baseline or trajectory data.

· Profile and Performance data

The indicator NI-171 is a new measure.  Because of this and in support of it a range of other measures will be used to reflect performance and added-value from the LAA.  These could be:

· VAT registration rate

· Enquiries to Business Link North West from Lancashire

· Business Starts – as measured by NWDA 

· Self-employment rate

· 3-year survival rate of VAT registered businesses

· Business Stock

· Schedule-D numbers
VAT-registration rate:
The graph below shows how Lancashire’s districts and unitary authorities compare with VAT Registrations per 10,000 with the County, Region and National rate for 2006.  As can be seen, Lancashire’s number of registrations is significantly below both the Regional and National rates, with only 2 districts (Ribble Valley and Rossendale) being above the National Rate. 
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	Contribution to/from other thematic areas
Business Growth directly contributes to the 7 themes of the Lancashire LAA:

· Children and Young People (Future Employment Prospects)
· Economic Development (Employment and Productivity)
· Safer Communities (Crime Reduction) 
· Environment (Improved Environment)
· Healthier Communities (Increased prosperity) 
· Older People (Employment opportunities)
· People and Communities (Cohesion and Engagement). 



	Focus of improvement activity

· Spatial Areas (e.g. neighbourhoods, districts, rural areas)
It is understood from DCLG guidance that this data will be developed at single tier and district council level and will be presented as a proportion of 10,000 working-age residents.
Increasing the number of new business registrations at different spatial levels is a priority, whether this be in Rural Communities, urban centres, or deprived communities.  Programmes and initiatives, such as Preston’s City Business District or Business Improvement Districts (BID) are particular approaches to support this.  
· Communities of Interest (e.g. single parents, BME, disabled)
The North-West Development Agency’s Enterprise Policy makes reference for Women, BME communities, people with disabilities and ex-offenders.  
Improving the number of VAT registrations and number of VAT-registered businesses showing growth is a priority for Lancashire as a whole.  Individual districts may have different priorities, whether this be increasing there current performance from a strong position through to narrowing the gap.

With different sections and spatial concentrations in the county there can be specific attention.  This would show impact upon:

· Priority Sectors: 

· Environmental Technology

· Creative Industries (Creative Lancashire – Ruth Raban)

· Tourism (Lancashire & Blackpool Tourist Board – Mike Wilkinson)

· Automotive

· Aerospace

· Energy

· High Growth (NWDA  - Jim Keane)

· Venture Capital (NWDA – David Reid)

· Self-Employment:

· Rural Businesses:

· Coastal Businesses:

· City Business Districts:

· Business Improvement Districts:
The priority of other key partners also impacts upon specific groupings.  For example the NWDA contract for Business Support is targeted upon BME groups, females, deprived wards and social enterprises; LEGI is targeted upon the deprived wards of Pendle, Burnley and Hyndburn.


	Impact Assessment
No impact assessment has been completed as yet. The County Council’s Impact Assessment will be used and partners are requested to apply their own, as appropriate.



	Performance Management
· Data Source and Baseline
To be derived from BERR (Department of Business, Enterprise & Regulatory Reform Website).  Baseline data will be available from Autumn 2008.
Figures will be produced annually nationally.

· Data Provider and Data Owner
GONW, from BERR (Department of Business, Enterprise & Regulatory Reform Website) through Lancashire County Council
· Targets proposed/designated 
There is no baseline data for this National Indicator other than VAT-Registered Business Starts.  Therefore it is not possible to predict a % of volume improvement until there is baseline evidence.  
This will therefore be identified when baseline known.
Other currently available indicators related to this indicator would be:

· VAT registration rate

· Enquiries to Business Link North West from Lancashire

· Business Starts – as measured by NWDA 

· Self-employment rate

· 3-year survival rate of VAT registered businesses

· Business Stock

· Schedule-D numbers
· Identified Target Lead 

Currently Lancashire County Council (LCDL).



	Resource Support 

· Activity to deliver level of improvement expected including commissioned from a third party. 
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.

To be developed, but the key elements may be:-

1. Built on current, successful best practice, such as Creative Lancashire, Advanced Manufacturing, Lancashire & Blackpool Tourist Board.
2. Aligned and complimentary to activity of NWDA, including Business Support provider (currently A4e), and of Lancashire Economic Partnership as referenced in Lancashire Economic Strategy.
3. Contribute to District and Neighbourhood level programmes.

4. 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 (linked to activity identified above); identify mitigating actions and/or a contingency plan for each element of risk

· Business Simplification
· External market forces, such as sub-prime, oil, interest rates
· 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.
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