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1: Introduction

SQW Consulting and Pion Economics were commissiomédiay 2008 to produce a State of
the Rural North West Update by the North West Depelent Agency (NWDA). In part, this

study was intended to refresh the State of the IRNweth West report published in 2005. In
addition, however, there was a requirement for aensmphisticated analysis in order to
develop a better understanding of the drivers wpideig the economic performance and
sustainable development of rural areas in ordeinflorm regional policy-makers and the
activities of wider stakeholders in the rural arena

Purpose of the study

Rural economies are complex — and the core purpbsieis study was to understand these
complexities across different rural areas of thetiNwVest. Typically, economic growth and

prosperity are juxtaposed against the challengesusdtaining rural locales and their

communities. Overlaying this is the wider interagtof issues around housing, access to
services, ICT connectivity, green infrastructured athe need to maintain the natural
environment. Often, issues pull in different difewss, and the challenges and opportunities
presented in rural areas vary.

Spatial variation itself is not a rationale forentention by the public sector. However,

different types of rural areas experience diffetgpes of market and other failure, which do

present different rationales for the public se¢tintervene — and therefore may require a
differentiated policy response. This is suppoliga recent CRC publication which observed
that ‘decision makers still define the rural economy asbgenous, distinct and about land-

based industries, rather than sharing similariteesd interdependencies with urban aréas’

Set in this context, the main objective of thisdstwas to develop a comprehensive rural
evidence base for the North West which consideradl r@ported spatial variation in the
performance and prospects of different types ddlrarea across the region. Specifically, the
study aimed to:

assess and understand progress made since theSggie5of the Rural North West
report across a wide-range of economic, socialesmvironmental domains

assess the current (and potential future) perfoceaof rural areas and the
implications arising for these geographies in polierms as the region moves
forward towards a Single Regional Strategy (SRS).

The study will be of relevance to all those intezdsn the economic and wider performance
of the rural areas of the North West specificadlyd in rural economies more generally. It
will also be of particular interest to policy makeand stakeholders across the region, in the

1 CRC, 2008England's rural areas: steps to release their eanimpotential. Advice from the Rural Advocate to
the Prime Minister.
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context of delivery of the Regional Rural DeliveRramework, the current Regional
Economic Strategy, and the forthcoming SRS.

Study process

Selection of indicators

A key requirement of the study, as set out in tlasbltant’s Brief, was to provide ‘a well
justified data set’ which includes datasets chdsertheir ‘strategic value rather than their
availability to avoid data saturation’. In doirtgg, the Brief asked for a concise tool capable
of benchmarking and spatial comparisons acrossagmn, which allows for monitoring
against current strategy outcomes (especially letiom to the Regional Economic Strategy
(RES), Regional Rural Delivery Framework (RRDF) d@&elgional Spatial Strategy (RSS)),
and which would provide an evidence base for thethéoming Single Regional Strategy
(SRS).

In order to deliver against the requirements of Breef, a framework of indicators was
identified at the outset of the study which focusedthe six RRDF priorities and themes of
the RES. This was developed in consultation wigmiers of the Rural Strategy Group and
RRDF Task Group Leads. It was then agreed anedgigff by the study Steering Group.

The agreed set of indicators was selected accotditige following criteria:

Priority 1: Ability to update on a regular basisdrder to allow monitoring of rural
performance and progress against strategic obgac{preferably on an annual basis,
which therefore discounted Census data from oulysisa

Priority 2: Ability to cut by Defra’s rural-urbanlassification at the smallest
geographical scale possible (analysis was undertakéhe Super Output Area where
data allow, or Local Authority District where SOAtd were unavailable).

Priority 3: Strategic relevance, and/or importan€andicator in understanding the
drivers of rural performance.

Indicators which formed part of the 2005 Stateh®f Rural North West Report that fit the
criteria above were included in the framework afitators. Those which did not meet these
criteria (especially where they were sourced froim 2001 Census and therefore were now
out-of-date and could not be updated on a fregoasis) were excluded from analysis.

A small selection of indicators were also benchredrigainst the rural West Midlands and
rural Yorkshire and Humberside regions in ordeumalerstand the relative performance of
the rural North West.

Spatial Focus

In order to understand the spatial variation infgrenance of different types of rural areas,
our analysis of the rural North West was cut in tways.
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First, Defra’s definition of rural areas was uséihis is based on settlement morphology and
population density. At Local Authority District AD) level, rural areas are classified
according to Defra’s 2005 six-way typology as dethin Table 1-1.

Table 1-1 Defra’s rural/urban classification at Local Authority District level

Classification Definition North West LADs
Major Urban Districts with either 100,000 people or 50% of their Bolton, Bury, Knowsley, Liverpool,
population in urban areas with a population of more than Manchester, Oldham, Rochdale,
750,000 Salford, Sefton, St. Helens,
Stockport, Tameside, Trafford,
Wigan
Large Urban Districts with either 50,000 people or 50 of their Blackpool, Chorley, Ellesmere Port &
population in one of 17 urban areas with a population of Neston, Fylde, Preston, South
between 250,000 and 750,000 Ribble, Wirral, Wyre
Other Urban Districts with fewer than 37,000 people or less than 26% Barrow-in-Furness, Blackburn with
of their population in rural settlements and larger market Darwen, Burnley, Halton, Hyndburn,
towns Pendle, Rossendale, Warrington
Significant Districts with more than 37,000 people or more than 26% Carlisle, Chester, Crewe &
Rural of their population in rural settlements and larger market Nantwich, Lancaster, Macclesfield
towns
Rural 50 Districts with at least 50% but less than 80% of their Vale Royal, West Lancashire

population in rural settlements and larger market towns

Rural 80 Districts with at least 80% of their population in rural Allerdale, Congleton, Copeland,
settlements and larger market towns. Eden, Ribble Valley, South Lakeland

Source: Defra

Where datasets were available at the Super Outa# (SOA) level, Defra’s 2004 eight-way
rural-urban typology for SOAs was used to achieVimer-grained assessment of rural areas.
This classification is based on physical form (mbtown/fringe, village, dispersed) and
geographical characteristics (sparse and lessegpars

To avoid confusion, where analysis is based on ldafasets which have been classified
using Defra’s LAD typology, we refer to ‘rural LAD&nd where analysis is based on SOA
datasets which have been classified using Defr@A §pology, we refer to ‘rural SOAS’

It is important to note that the definitions usedtlis report vary from those utilised in the
2005 State of the Rural North West. Whilst the Séa8ed data geographies are consistent, in
2005, the LAD based Defra definitions had not yetrbdeveloped and a group of 15 LADs
was designated as ‘rural’ in nattire

Second, rural LADs were classified according tdrthecation and functional relationships
with major urban centrdglabelled as Accessible or Remote) in recogniticat the inter-
relationships between rural and urban areas, aidftnctional geographies, are increasingly
important as the Agency moves towards the SRS imego of the Sub-National Economic
Development and Regeneration Review (SNR). Thimitien was developed by SQW and
Cambridge Econometrics in a study for Defra in 200fich found that economic
performance, productivity and prospects were skorig rural LADs with clear functional
relationships with major urban centres (definedAzsessible based on travel to work

2 Eden, Allerdale, Ribble Valley, Copeland, Soutlkéland, West Lancs, Vale Royal, Carlisle, Lancasiéester,
Crewe, Wyre, Fylde, Congleton and Macclesfield.
3 Derived from urban nodes identified in DCLG'’s $taf English Cities Report

00 3

SQWconsulting ¢



State of the Rural North West 2008
Final Report — Volume 1

patterns) than more self-contained rural LADs (dedi as Remote, with low commuting
flows to major urban centres). Districts were sifisd statistically as ‘Accessible’ to major
urban areas (which themselves were based on tla@ urddes identified by the then-OPDM
in the State of English Cities, 2096f out-commuting into the node represented 10%nore
of the total outflow of workers from the origin tfist, and if the outflow of commuters from
the origin district was 5% or more of all workerfavlive in the source district (for more
information on methodology, please refer to thé faport available from Deffa Whilst
purely based on statistical data, the classificalias been used as a secondary cut on the data
analysed as part of this report in order to all@vta test how functional relationships with
major urban areas impact upon rural districts actbe North West. This classification
throws up some anomalies, and policy makers shestdany statistical findings in this report
against experience on the ground.

4 ODPM (2006) State of English Cities.
http://www.communities.gov.uk/documents/citiesagivas/pdf/143999.pdf

® Economic performance of rural areas inside ansideitof city regions, Report to Defra by SQW andnBedge
Econometrics. http://www.defra.gov.uk/rural/resbdcity-regions.htm

00 4

SQWconsulting ¢



State of the Rural North West 2008
Final Report — Volume 1

Figure 1-1 : Defra’s Rural-urban definition at LAD and SOA level

LAD definition SOA definition

Defra’s Rural/Urban
Definition at SOA level

Urban =10k Sparse

; Town & Fringe - Sparse

- Village, hamlet & isolated dwelling - Sparse
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District Number

Allerdale 1

Barnow-in-Furness 2

Elackburn with Darwen 3

Blackpool 4

Bolton 5

Bumley 6

Bury 7

Carlisle il

Chester 9

Charley 10

Congleton 11 . A
Capeland 12 \P
Crewe and Nantwich 13

Eden 14 P,.Fi\w}‘wf\ﬁf
Ellesmere Port & Nestan 15 E 3 e e
Fylde 18 ! rﬁ} \
Halton 17 ] | ’
Hyndburn 18 z =
Knowsley 19

Lancaster 20

Liverpoal 21

Macclesfield 22

Manchester 23

Oldharmn 24

Pendle 25

Preston 28

Ribble Yalley 27

Rochdale 28

Rossendale 29

Salford 30

Sefton Ell

South Lakeland Y

South Ribble 33

St. Helens 34

Stockport 35

Tameside 36

Trafford 37

Wale Royal 38

Warrington 33

West Lancashire 40

Wigan 41

Wirral 42

Wyre 43

Source: Produced by SQW Consulting 2008. © Ordn&wrgey. Crown Copyright. License number 100019D&gital Map Data © Collins Bartholomew. Defra
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Study outputs and their structure

1.17 The output of this study is split into two parts:

Volume One (this report) provides a concise sumnuryhe evidence from data
analysed to understand the drivers of economicopadnce, and seeks to tease out
the key messages, tensions and challenges in aujieustainable economic
development in rural areas, and implications folicgoto inform the forthcoming
SRS.

Volume Two (provided as a separate document) ptesgnextensive data bank of all
indicators analysed for the study, alongside areeh methodological note and
monitoring framework for the RRDF priorities.

1.18 This report constitutes Volume One of the Statehef Rural North West Update, and is
structured as follows:

Chapter 2 sets out the policy context, outlining the coreatggic priorities,
objectives and outcomes for the rural North Waestluding the Regional Economic
Strategy, the Regional Rural Delivery FrameworkgiBeal Spatial Strategy and
Rural Development Programme for England (RDPE).

Chapter 3 summarises progress to date since the 2005 St#te &fural North West
Report across the rural North West against eatheo$ix RRDF priorities.

Chapter 4 provides a statistical overview of the State @f Bural North West toddy.

Chapter 5 provides a comparison of the State of the RurattiN@/est in 2005 and
2008.

Chapter 6 presents a summary SWOT analysis of the ruraliNékest based on data
and evidence from consultations with key stakehsldeross the region and from
wider literature.

Chapter 7 builds on the key messages from Chapters 4 andofdeer to understand
the variances and drivers underpinning performaacess the rural North West.

Chapter 8 sets out the implications of current performarameachieving sustainable
economic growth in rural areas, and headline imgibims and challenges for policy
as the region moves towards the SRS.

% This analysis summarises the key messages froexteasive framework of indicators analysed in Viodu2



21

2.2

2.3

2.4

2.5

2.6

State of the Rural North West 2008
Final Report — Volume 1

2. Strategic Context

In this Chapter we provide an overview of key sigat priorities and objectives for the North
West, and rural North West specifically, which hdkemed the selection of indicators and
analysis undertaken in this State of the Rural IN@vest Update.

Current Regional Strategic Context

The vision for the North West as set out in therthwest Regional Economic Strategy
2006 is to achievéia dynamic, sustainable international economy whampetes on the
basis of knowledge, advanced technology and ardlentquality of life for all”.

Three key drivers have been set out to achieveviiisn:
improve productivity and grow the market
grow the size and capability of the workforce
create and maintain the conditions $ostainable growth.

In addition to these key regional objectives, tHeSRdentifies five theme areas; business,
skills & education, people & jobs, infrastructunedaquality of life. In comparison with its
predecessor (published in 2003), the current RES admt distinguish to the same extent
between actions applicable to urban and rural eociesy rather it focuses on the
mainstreaming of rural issues and policy into théewregional economic context. As such,
this current research provides an important additm the evidence base spanning all five
themes of the RES.

Of the 118 actions that sit within the RES, two soéely dedicated to tackling rural issues,
although many of the rest are applicable in rurabs, consistent with the mainstreaming
approach described above. Of the two exclusivalgl ractions:

Action 56 is to ‘implement plans to ensure ongogrgwth in the rural economy as
part of theRegional Rural Delivery Framework’®.

Action 118 under the quality of life theme, alleEaiGovernment Office North West
and Natural England to lead on the promotion oftanable farming and food
production and its role in the management of reralironmental assétsThis will
recognise the role of agriculture in shaping thesptal landscape which is important
for both tourism and quality of life.

The RRDF, published in 2006, is the headline docundesigned to drive the actions and
objectives of rural stakeholders and empower rwammunities and environmental
enhancement beyond the scope of the RES over ttteéwe to three years. Through its six

” Northwest Regional Development Agency, 2086rthwest Regional Economic Strateqyg 5
8 Action 56, Northwest Regional Development Ager2306,Northwest Regional Economic Strategy 7
° Northwest Regional Development Agency, 2086rthwest Regional Economic Strategy 48
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rural priorities, it aims to achieve a North Welsaitis economically prosperous, socially
inclusive and environmentally sustainable:

maximising the economic potential of the regionigaf areas
supporting sustainable farming and food

improving access to affordable housing for rurahomunities
ensuring fair access to services for rural comnesit
empowering rural communities and addressing rueibs exclusion
enhancing the value of our rural environmental iithece.

In essence, the RRDF seeks to provide a commoremsédbased framework within which
organisations delivering rural services and develapt across the region can align their
activities.

The Regional Spatial Strategyis the third key document which shapes the gedgyrag
investment and development across the region. RI3t is currently in the process of being
revised, with a final RSS due for publication itel&September 2008. However, as is clear
from the Draft RSS, the focus of development isip&l for the southern half of the region,
and the city regions in particular, which coversnsoof the more accessible rural LADs
identified in Chapter 1.
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Figure 2-1: North West RSS 2006

Source: Draft RSS 2006

The Draft RSS identifies a series of Key Servicent@ss across the region, where
‘development in rural areas should be concentratthiough rural areas adjacent to regional
centres, towns and cities are advised to ‘take radge of the proximity in providing
services, employment and a more diverse econonse’baFlexible and more innovative
solutions are proposed for the ‘sparse’ rural ateaseet their particular needs, which should
be targeted towards achieving equity (housing, isesy education, healthcare and
employment) and a more diverse economic base.

The proposed vision for the final RSS includes sketement our rural communities will
enjoy increased prosperity and quality of life, lshirespecting the character of their
surrounding and natural environment Key priority areas for the rural North West are
identified as: housing affordability; sustainab@enunities; realising the economic value of
environmental assets; accessibility of Key Sery@ntres and ensuring access to housing,
jobs, services, education and health in ‘sparsedlrareas. However, it is recognised that
underpinning drivers vary across different typeswl area, and that there is ‘no one-size-

9



2.11

2.12

2.13

2.14

2.15

State of the Rural North West 2008
Final Report — Volume 1

fits all’ solution. The proposed changes to theSRfighlight the need to respond to spatial
variations in rural needs, constraints and oppdias) and recognise the need to ensure that
rural issues are fully integrated into regional anth-regional policies. As part of the move
towards mainstreaming, the proposed changes t&rR8f% suggest rural areas of the North
West ‘should be considered in a away which is irgesgl with other decision making’ and not
seen as a separate topic, which makes the neddpe sind influence mainstream policy to
meet rural needs all the more important.

Future

In 2007, Government published tBeib-national Review of Economic Development and
Regeneration (SNR) This signals a clear shift in emphasis regardimg delivery of
economic development, which will be at the mostrappate spatial scale and functional
geography to achieve the required impact. Thisewdtkincreasingly important to understand
the role and contribution of rural areas in regle@onomic growth, and the way in which
challenges and opportunities vary spatially acthferent types of rural area. The SNR has
been welcomed by the CRC in a recent publicatisrdevolution of economic development
activity will enable policy to better reflect neeaisd opportunities of rural arés

In December 2007 thReural Development Programme for Englandwas formally accepted
by the EU Commission and was allocated a budgei3d® billion; more than double the
previous allocation to ERDP for 2000-2006. The RDE three broad core objectives:

Improving the competitiveness of agriculture andresry by supporting
restructuring, development and innovation.

Supporting the environment and the countrysideuppsrting land management.

Improving the quality of life in rural areas andcenraging diversification of
economic activities.

The three core objectives will be implemented byanse of three axes reflecting each
objective. There is also a fourth cross-cuttingsathe Leader approach, a unique delivery
mechanism for the priorities.

Within the North West, the NWDA, as lead body fegional economic development, is
delivering Axes 1 and 3, amounting to some £75nadafvity, with Axis 2 delivered via
Natural England and The Forestry Commission. Inl&rdy the Leader Approach supports
the implementation of Axis 1 and Axis 3 throughdtig led projects, thereby enabling local
people to make decisions on how funding is spettigir area.

Government has stipulated the allocation of Axisding across England to be 10% for Axis
1, 80% for Axis 2, 10% for Axis 3. Thus the majprof the RDPE expenditure is delivered
through Axis 2 by the Forestry Commission and NatEngland and targets improvements in

10 CRC, 2008England's rural areas: steps to release their eanimpotential. Advice from the Rural Advocate to
the Prime Minister.
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the environment and countryside. Defra has proptisadthe North West would receive an
estimated £300 million through this Axis 2 fundihg

1 hitp:/Avww.gos.gov.uk/gonw/EnvironmentRural/Farnfiogd/274992/

11
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3: State of the Rural North West in 2005

Introduction

This Section summarises the key messages fronSthte of the Rural North West 2005

completed by Pion Economics on behalf of the NWDW gartners across the region. The
purpose of this summary is to refresh the memody sei the scene for the new and updated
data section contained in Section 4.

The 2005 study established an extensive evidense dfaconditions across rural areas of the
region to support the development of the North WRastal Delivery Framework. The report
was structured around four broad areas of anali{&ienomy, People, Living, and Spatial
Context and Environment. The paragraphs below sethe key messages from the 2005
report, presenting the essential elements of tted North West, as it stood in 2005.

Key data messages

Economy

The 2005 report established that the rural econofmyhe North West generated some
£21billion GVA per annum (2002 data). However, diespn industrial structure, in broad
terms, consistent with that in urban areas actossdgion (with rising service activity taking
the place of a declining manufacturing sector) Gp&k capita in the rural North West was
below UK and regional averages. GVA per capitadgtab£13,000 in the rural North West
compared to £13,600 in the region as a whole,Xample.

Further, although it remained important, the imaxjethe rural economy dominated by
agriculture and associated activities, was fadigyiculture contributed some 2-3% of rural
GVA.

The business base of the rural North West was foorxe stable (low deregistration rates of
businesses), yet lacking in dynamism and enterpnigh low registration rates in comparison
to urban areas. However, the business base — theungitar in industrial structure as

discussed above — was qualitatively distinct frdm tegion as a whole with a higher
concentration of lower turnover and small busingssnd at the same time, a higher
concentration of older firms.

People

High-level demographic trends were identified aponant issues, at the time and going
forward, for the rural North West. Falling birthtea, out-migration of key working age
residents and an influx of retired people pointe@merging labour market pressure in rural
areas.

However, the data in the 2005 report showed thetl rareas of the region tended to have
relatively high economic activity and employmenteg Further, the skills and educational

12
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performance of residents was positive, with a lggportion of residents with top level skills
and strong school performance.

Living
Life expectancy was shown to be high in the ruratthl West in the 2005 report, and wider
health and quality of life indicators also showedifive performance.

However, this quality of life came at a price, witisues of housing affordability and access
to services highlighted as key concerns acrossuita North West. For example, the Indices
of Deprivation 2004 showed that rural areas areengi@prived than urban areas in barriers to
housing and services.

Spatial Context and Environment

The 2005 report contained a detailed assessméhé @nvironmental and physical conditions
across the rural North West. Overall, in environtakrierms, the data showed that the
condition of the rural environment was generallytdrethan that in the urban part of the
region. For example, readings for air pollutantseMewer in rural areas and water quality
was improving faster in rural areas.

The report found that Sites of Special Scientifitefest, accounted for 14.5% of the region’s
total area, an important component of supportimgwiidlife and geological resources within

the region, and some 18% of the land area of thiemdalls within the three National Parks —
the Lake District, Yorkshire Dales and Peak Distric

Issues and considerations

The State of the Rural North West 200farked an important shift in the understandinthef
economic and wider environmental and social peréorce of the region’s rural areas. It
demonstrated, for the first time in the North Wekat rural areas are a complex mix of
differing dynamics, with as much variatiavithin rural areasas between urban and rural.
However, it also stressed the limitations of datailability at the time, with the ‘rural’
picture often obscured by urban settlements witlioal Authority boundaries, and the lack
of a consistently defined rural typology. This veasequently provided by Defra and is how
utilised in this update of the report.

The report also highlighted the potential pitfalissiewing the data at face value in terms of
the functioning of the rural economy and in patcuhe role of agriculture and associated
activity. Though accounting for limited employmeand GVA, the report found that it
remained very prominent in supporting the econorhgparsely populated areas and the
changing role of agriculture was regarded as beinglear importance to such areas. It was
also crucial in the physical management of the ttyaide — thereby attracting leisure and
recreational visitors and helping to support thelaewirural economy through associated
expenditure. As such, the report pointed to a rieddok behind the headline messages, and
to understand the interactions and linkages a@odswithin the rural North West suggested
in the data, essential for appropriate and evidéased policy development.

13
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4: State of the Rural North West in 2008

This Chapter takes a look at the State of the Ruoaih West today. The Chapter starts with
an overview of economic performance, followed bynmary of statistical evidence under
each of the five themes of the current RES (Busin8kills, People and Jobs, Infrastructure
and Quality of Life) plus Environment. Please tionVolume 2 Chapter 1 for a detailed
analysis of the datasets underpinning this summangl to Volume 2 Chapter 3 for a
summary profile of each type of rural area.

Overarching economic performance

The region’s economic output (measured by GVAhis starting point of the current RES,
and indicated a £98bn economy in 2603However, as stated in the RES, the region could
contribute more — with GVA per head 12% lower thia@ national average, the region had an
output gap of £13m, of which £3m was due to fewampgbe in work per head of population
and £10bn was due to lower productivity in 200dwdver, since the publication of the RES,
new evidence suggests that the GVA gap betweehldintn West and England has widened
further.

At present, the region’s GVA totals some £111.3hith GVA per capita at £16,260 Data
from Experian estimates North West productivity£3fl,754 per person in employment in
2008. Below we take a look at the current econopeiformance and contribution of the
rural North West to the region’s economy.

Key messages — overarching economic performance

Share of regional economic output generated by rural areas is slightly higher than share of population and
employment.

GVA per capita varies considerably across different types of rural area, from £21,300 in Significant Rural
Accessible Areas to £12,800 in Rural 80 Remote LADs.

Productivity (GVA per person in employment) in the rural North West is slightly higher than the regional average
but there is considerable variation across different types of rural area, with some rural LADs lagging behind.

GVA growth in rural LADs is expected to grow more slowly than regional average through to 2016, and
contribution of rural LADs to regional GVA is projected to fall.

Total GVA in 2008 and 2016

In 2008, rural LADs generated £22.1bndnonomic outpuf accounting for 20.5% of the
region’s total output. This is slightly higher thave might expect given that rural LADs
account for only 19.5% of the region’s populatiord 20.3% of the region’s employment.

12 Constant prices

13 This is predominantly due to the growth rate @ Morth West (3.7%) lagging behind that of EngléB18%)
In 20086, the gap stood at £17.8bn, of which £14@&mbe accounted for by lower productivity beiggiaved by
those in work (although it must also be noted thitis also a reflection of the differences inioegl prices and
the nature of employment in the region) and theaiemg £3.5bn related to the reduction in the nundfe¢he
working age population.

14 Regional Intelligence Units data. See
http://www.nwriu.co.uk/documents/North_West_Pocketh June_ 2008 - Final.pdf
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Within rural areas, the largest share of GVA isagated in Accessible Significant Rural
LADs (7.4% of the region’'s GVA, compared to 5.5% pbpulation and 6.9% of
employment).

By 2016, economic output produced by rural LADprigjected to rise by ¢.26% to £26.0bn —
which is slower than the regional average of ¢.22%.2016 the overall contribution of rural
LADs to regional GVA will decrease to 19.9%, witltéessible Significant Rural LADs still
generating the largest share in rural GVA (7.4%)Remote rural LADs making a declining
contribution.

GVA per capita

GVA per capita for rural LADs is £16,494 compared to a regionarage of £15,720 in
2008 (based on Experian data). However, this sagignificantly across different types of
rural area — for example, GVA per capita is £21,822ccessible Significant Rural LADS,
compared to £15,052 in Remote Significant Rural lsAdd £12,792 in Accessible Rural 80
LADs. This data does need to be treated with oautiough — the only GVA data available
at LAD level is workplace based projections by Higre which are then compared with
resident based population figures, which will skeWA per capita in LADs where residents
produce GVA in workplaces elsewhere.

By 2016, rural GVA per capita is projected to rtse 10% (6pp slower than the regional
average) to £18,177. Again, there is a substadiffdrence between different types of rural
area, which appears to depend on whether an aaeaessible or remote — for example, GVA
per capita is projected to rise by 12-15% in Acit#esRural LADs, but in Significant Rural
Remote LADs, growth is 6%, and in Rural 80 Remok GVA per capita is expected to
fall by 4%.

Productivity and sectors

In 2008, productivity *° in the rural North West is (at £32,075 per persoemployment)
slightly higher than the North West average (£34,@&r person in employment). Within this
rural average there is some variation, with progiigtin Significant Rural Accessible LADs
outperforming the regional average, but SignificRoral Remote and Rural 80 Accessible
LADs lagging behind, as illustrated below.

By 2016, productivity is projected to increase 8Y 825 per employee, which will be slightly
behind a regional average of £37,995 per employ@g.this time, the Rural 80 LADs are
projected to lag behind most, at £33,269 per engaoy

15 Workplace GVA per person in employment
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Figure 4-1: Productivity (workplace GVA per person in employment), 2008
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Source: Analysis of Experian data for SRNW Update

Of the £22.1bn generated within rural LADs in 20@8 is generated by the agricultural
sector. Much like the regional average, the kestae producing GVA are manufacturing
(24.3% compared to 18.6% for the North West), tigtion (15.8% compared to 16.3% for
the North West), finance and business (22.6% coatptr 24.9% for the North West) and
other services (20.8% compared to 23.8% for thetNWwest).

Rural productivity is highest in the manufacturingansport and communications, and
financial and business sectors — and exceeds tiens¢ average in manufacturing (E57k
compared to a North West average of £50k) and €imhrand business sectors (£43k
compared to a North West average of £42k).

Business

Business is one of five core themes of the Regidbanomic Strategy, focusing on
developing competitive enterprises and higher valdéed activity, encouraging innovation
and effective ICT use, and sustainable consumjginahproduction.

Key messages — Business

The rural North West has a higher share of micro-businesses (0-4 employees) than the regional average,
particularly in Rural 80 LADs.

Employment is concentrated in other services, distribution/hotels, financial and business services and
manufacturing businesses — a structure which is broadly similar to the North West average.

VAT registration and deregistration rates are lower (as a proportion of business stock) in the rural North West
(although this does not account for many businesses in rural areas which are below the VAT threshold), and

businesses are more likely to survive than the regional average. According to GEM, adults in the rural North

West are more likely to be in the process of trying to start a business.

ICT adoption rates by rural businesses are broadly similar to urban businesses, but rural firms are less intensive
users of ICT and therefore do not use ICT applications to their maximum potential.

Workers in the rural North West are much more likely to be self-employed.
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Key messages — Business

Farm incomes across the North West are below the national average, and have grown more slowly in recent
years.

Tourism contributes around £2.6bn to the rural economy per annum, and tourists to the rural North West are
likely to spend more than those in urban areas.

Business Characteristics

At 46 businesses per 1,000 of the resident populabusiness densityin the rural North
West is 13% higher than the regional average (2@0id) 37% higher than the England
average. Since 2004, business density has increases rapidly in the rural North West (by
6.5%) than across the region as a whole (6.0%)2@), Accessible Rural 80 LADs saw the
highest business density of all rural areas of Bu&inesses per 1,000 of the population.
However, these figures should be treated with oautis a high number of micro businesses
and low population numbers in rural areas willandl the ratio.

Almost 77%, or approximately 34,000 businesseshim tural North West, werenicro-
businesseq76.9% have 0-4 employees) in 2007 — a higherestiaan the regional average
(73.5%) and the national average (75.7%). Withim tural North West, Rural 80 LADs —
and particularly the Accessible Rural 80 LADs — déahe highest proportion of micro-
businesses (at 78.2% and 79.2% respectively).

Figure 4-2 : Proportion of micro-businesses by type of rural area, 2007

80
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% 77 A
g 76 A
e o} L England average
2 754
@ 74
E North West
Average
73
5
g .o
g 71 A
70
Significant Rural Significant Rural Rural 50 Rural 80 Rural 80 Remote
Accessible Remote Accessible Accessible

Source: SRNW update

For businesses with five or more employees, thal North West has, on average, a smaller
share compared to the regional average in eachcaiegiory. There are two exceptions to
this rule: first, Remote Significant Rural LADs leaa slightly higher proportion of businesses
with 5-9 employees (13.6%) than the regional aweréi.4%); and second, in the 250+
employees category, the proportion of businesseddoessible Significant Rural and
Accessible Rural 50 LADs matches the regional aye(at 0.5%).

Businesses in the other services sector accounthéomgreatest share eimployment by
sector (28.9%), followed by distribution/hotels (24.7%)nancial and business services
(16.9%) and manufacturing (13.6%). This sectadralcsure is broadly similar to the regional
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average. By 2016, the distribution of employmesrbas the sectors will broadly be similar
for rural LADs, with the greatest increase in enyphent in other services (1.03% increase).

Entrepreneurial activity & competitiveness

VAT registration rates (measured by start-ups as a percentage of stockyal LADs were
8.2 in 2006, notably lower than regional (9.9) aradional (9.7) averages. However, this
figure needs to be treated with some caution. t,Firexcludes micro-businesses which fall
below the VAT threshold. Second, the low rate setedbe understood in the context of a
business stock which is dominated by large numbérsmall or very small enterprises.
When VAT registrations are considered per headhef riesident population (per 1,000
population) rural LADs have a higher start-up r@&) than the regional average (3.2), but a
lower rate than the national average (3.9).

VAT deregistration rates are lower in rural LADs at 6.2 (as a percentagstotk) compared

to 7.5 for the region as a whole and 7.6 for EngjlaBusiness survival rates are also higher in
the rural North West than the region as a whol@ 2005, 85.8% of businesses had survived
two years, and 67.6% had survived four (c.f. 82a% 59.6% for the region respectively).

Data is now available from th&lobal Entrepreneurial Monitor (GEM) for the North
West®. This shows an interesting picture around engmegurial attitudes and behaviours,
and suggests that survey respondents in the rardhNVest are:

more likely to bdn the process of trying to start their own busines (3.6% of rural
respondents compared to a regional average of 3a2fb,ranging from 3.2% in
Accessible Rural 50 LADs to 7.5% in Remote Rural@Ds) - but less likely to be
trying to start a business for an employer (0.9%upél respondents compared to a
regional average of 1.5%)

slightly more likely toattempt to start their own businessin the next three years
(5.4% of rural respondents compared to an averdg®e.3% across the region),
especially in the Rural 80 LADs (7.4% on average)

more likely to feel they have theowledge/skills to start a busines$54.6% of rural
respondents compared to 49.6% across the North)Wakhough this varies
considerably from 39.5% in Remote Significant RutADs (which is much lower
than any urban area) to 60.9% in Accessible RurdlADs

more likely to havéknowledge of someone starting a businegs the last two years
(27.0% compared to a regional average of 24.7%icp&arly in Accessible Rural 80
LADs

slightly less likely to statéear of failure as a barrier to starting a businesg31.6%
compared to 32.5% across the region, but incredsird$.4% in Remote Significant
Rural LADs).

16 Commission by the Regional Intelligence Unit id@rto provide an increased sample size for thehNitest
region.
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According to theHuggins Competitive Index mean competitiveness values for the rural
North West are slightly higher than the regionatrage (98.0 for rural LADs, compared to a
regional average of 97.8; England=100). Mean cditivgness values fall with increasing
rurality and with increasing remoteness of rurabar(measured at LAD level).

ICT use & homeworking

A survey ofICT in business across the North West in 2007Found that adoption of ICT
infrastructure was broadly similar in rural aredsfined at SOA level) compared to urban
areas across the region. Furthermore, rural draas now caught up with urban areas in
terms of broadband penetration, and perceived bevall speeds were similar. However,
rural firms are less intensive users of ICT appilaces, and fewer rural businesses have a
website which is reflected in the tendency for kimasinesses to be less optimistic about the
use of ICT to access new sales opportunities (afthcare more likely to recognise the
importance of ICT than their urban counterparts).

Rural businesses face similbarriers to adoption as urban businesses, although they are
more likely to cite lack of time as a barrier aedagnise that a lack of training is preventing
them from maximising the benefits of ICT. Howevaral businesses are subject to fewer
influenceson adoption than their urban peers (for exampleerg lower levels of staff
turnover in rural businesses, new recruits weraifsggntly less of an influence). The ICT
survey found that in the North West, ‘higher adoptievels tend to be associated with
younger firms, and with younger ICT decision makensd with multi-site firms — these
factors could explain some of the differences i Eeloption and usage in rural areas, which
is supported by evidence of high survival rates kwebr rates of business start-ups in the
rural North West. The survey found that the medige of rural firms in the survey was
higher than urban. The mean age of respondentalgashigher, and rural firms were less
likely to be multi-site.

Self-employmenthas been used as a proxy for homeworking in tlserate of any more
specific data. This shows that 12.3% of residémtsural SOAs in employment are self-
employed, compared to a regional average of o%o7and an England average of 9.1%. As
might be expected, the level of self-employmergegigith increased rurality and sparsity —
for example, self-employment in less sparse towgé is 9.4%, whereas in sparse hamlets it
is up to 26.1%.

Farming and tourism business activity

In the North Westfarm business incomé& averaged £26,550 in 2006, compared to a
national average of £37,839. Farm business indoome agriculture was negative for North
West farmers (-£974) compared to £1,808 for Englamdi below the national average for
diversification and Single Farm Payments. At £3,18orth West farm business income
from Agri-Environment sources was slightly above ttational average.

17 SQW Consulting on behalf of the North West Deveiept Agency, 200Mlorthwest Business ICT Survey 2007
18 Equivalent to net profit. Net Farm Income is defi as the return to the farmer and spouse farriual and
managerial labour, and for the tenant-type capitadsted in the farm business.
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In 2006, North West farm business income was belmvnational average in all types of
agricultural activity except dairy — and betweer®2@&nd 2006, growth in farm income has
lagged behind the England average by 11 percemgaiggs. However, this trend hides a
sharp fall in farm business income for cattle/shizems — for example, lowland cattle and
sheep farms in the North West saw a drop in inceen€3,853 by 2006 (a fall of 24%,

compared to a national increase of 25%).

Tourist visits to the rural North West totalled 51.4m, accountioig24% of all visits to the
region in 2005 - and over one third of these viaigse to Accessible Significant Rural LADs.
Tourists to the rural North West are likely to spenore (£49.90 per person) than their urban
counterparts (£40.20 per person), contributinga tf £2.57bn to the rural economy. Spend
per visitor was by far the highest in Rural 80 LADenging from £55.20 in Accessible Rural
80 LADs to £86.60 in Remote Rural 80 LADs. The é&dRistrict is a key strength of the
region in attracting tourists (averaging 22m visitper year).

Over 17% of the region is classified as ‘open agdagthe CROW Act, compared with 6.5%
for England overall (with largest concentrationstlire uplands and commons of the rural
North West}®.

Skills

Skills are one of the five key drivers of produittiv High level skills are essential in
promoting sustainable economic development, withhlgi skilled workers and high value
jobs working together in a mutually reinforcing man. Retaining and attracting highly
skilled residents, and building the skills of théséing population are therefore crucial. This
is recognised in the RES, with objectives includiogusing on tackling basic skills deficits,
workforce development and meeting the needs obnedjisectors.

Key messages — Skills

The rural North West has a highly skilled resident population. Around 33% of those of working age in 2006 had
at least NVQ Level 4 qualifications - equivalent to education to degree level - across the rural North West, some
8pp above the region as a whole.

The occupational breakdown of the residents of the rural North West reflects this positive skills performance,
with high a high proportion of managerial and professional occupations amongst those living in rural areas of the
region.

Engagement in work-based training across the rural North West in 2007 was above the regional average, yet
broadly in line with the level across England as a whole. However, particularly in the most isolated and remote
areas of the region (Rural 80 and Remote) participation in work-based training reduced dramatically between
2005 and 2007.

The rural North West performs strongly on headimsasures of skills. For example, in 2006,
33% of the working age population in rural SOAs hadQ Level 4 qualifications or above
well above the average for the North West (25%)tHeu, this compares favourably to the
rural areas of comparator regions (29% in Yorkshimd Humberside and 31% in the West
Midlands). Correspondingly, overall the rural Nowrest had a low proportion of those with
no qualifications, 11% compared to 16% in the region as a whole.

19 Source: Natural England
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However, as set out in Figure 4-3, although skifiterns across the rural areas in the region
were generally consistent in 2006, Sparse Hamtet {aerefore highly rural areas) had levels
of NVQ Level 4 qualifications well below the regaraverage.

Figure 4-3: Skills levels across the rural North West, 2006

—e— Level 4+

Hamlet: Sparse —&— No quals

Tow n/Fringe: Less Sparse

Village: Sparse

Tow n/Fringe: Sparse Village: Less Sparse

Hamlet: Less Sparse

Source: SRNW Update

Reflective of the broadly positive skills perfornean theoccupational profile of the rural
North West is geared towards high value employnfienits residents (at LAD level). For
example, 39% of employed residents in 2006 wermamagerial, professional or associate
professional occupations — this is 0.7pp highen it regional average and also above the
national level.

Engagement in work-based trainingin rural LADs has been generally above the rediona
average. Around 10.3% of those in employment in7288d undertaken training in the last
four weeks when surveyed, compared to 9.7% in ¢ig@on as a whole. However, the data
suggest a notable downturn in the uptake of trgimm2007 compared to 2005 — this was
experienced across the region as whole, yet waylarly pronounced in the Remote Rural

80 areas, where the proportion of employees undegavork-based training in the last four

weeks in 2007 (7.9) was over 10 percentage pamtsr than in 2005.

People and jobs

The people of the rural North West are its mostdrtgnt asset. However, at a regional level,
the RES recognises the need to further grow emptayramongst the existing population,
and address ongoing issues of deprivation, in dmetose the GVA gap with England and
contribute to regional growth. The RES focusesfaur key factors related to people and
jobs: responding to population change, growing llaaployment in areas remote from
growth as well as elsewhere, developing job linkabgetween people without work and
employers, and improving the health of the curesmd potential workforce.

Key messages — People and Jobs

The rural North West, with a total population of 1.3 million accounts for around one fifth of all residents in the
North West. However, the 65+ age group is over-represented compared to England and the region, and the
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Key messages — People and Jobs

proportion broadly increases with increased levels of rurality and remoteness.

The data suggest that the rural North West is performing strongly in labour market terms with high levels of
economic activity and employment. However, there are important differences across the area, with high levels of
part-time and low knowledge based employment in sparsely populated areas.

Average earnings across rural LADs are well above the regional average. However, there are major mismatches
in residential and workplace earnings in accessible rural areas, compounded by high levels of out-communing
from these areas of managers and professionals to urban employment centres.

Key demographics

The rural North West, with &tal population of 1.3 million, accounted for 19.5% of the
regional total in 2006. However, rural LADs haveiacreasingly ageing population, some
18% of the resident population are 65+, comparedrémnd 16% in the North West as a
whole and England. This issue is most pronouneetié Rural 80 districts, and in particular
Remote Rural 80 districts, where 20% of the popartedre older than working-age.

As a result, thevorking-age population in the rural North West, those who are potentially
economically active and crucial to economic growthower than regional and national

benchmarks. In 2006, 65.2% of the population @f thral North West was aged 15-64,

compared to 65.9% in the region as a whole and6&4England.

Rural LADs also withessed majarward migration in recent years. As measured by the
number of National Insurance Registrations of NdtNhtionals, in 2006/07 alone, the rural
North West attracted around 8,600 migrants, 17%hefregional total. Of this number, over
5,000 were originally registered in the Signific&utral districts.

Economic activity and employment

Economic activity rates are high across rural LADs, 80.1% of thekimgr age population in
2007, compared to 76.5% across the region as aewh average economic activity rate in
line with, or above, the national level (78.6%) wasddent across all sub-groups of the
region’s rural LADs with the exception of the RuBdl LADs. Here economic activity rates
stood at around 75%. By contrast, economic agtiveis notably high in Accessible Rural 80
LADs at 84%, 8pp above the regional average.

Correspondinglyemployment rateswere highest in the Accessible Rural 80 distrietsll|
above the regional average. Indeed, as set outigurd-4-4, all areas exhibited higher
employment rates than the region as a whole wighetkception of the Remote Rural 80
districts. Given the relatively high rates of ecomo activity, the proportion of thevorking
age population claiming benefits such as incapacity benefit or income supportovs
across the rural North West, well below national eggional comparators.
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Figure 4-4: Employment rate across the rural North West, 2007
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These positive levels of employment equated to s688000jobs across the rural North
West, of which 71.1% were full time in rural SOAsopared to a regional average of
75.6%) and 28.9% were part time (compared to anediaverage of 24.2%). The make-up
of the rural economy of the region, with strongrism and visitor economy businesses in
particular explains this high level of part-time nking. Indeed, part-time employment was
especially pronounced in the ‘Village: Sparse’ @andwn/Fringe: Sparse’ areas accounting
for 39% and 34% of employment respectively.

Related to this, the proportion of employment thas classified akhowledge intensive™

in 2006, was considerably lower in the Sparse S@Asn compared to the regional average,
and that in other areas across the rural North WBgtcontrast, the Less Sparse rural SOAs
of the region perform strongly, against the regi@mal national average.

Figure 4-5: Proportion of employment that is knowledge intensive, 2006
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20 Knowledge intensive businesses are based upoE®@D definition. It includes the following induits
defined by 3 digit SIC 2003 codes in the ABI: phaomuticals; office machinery and computers; ae®spa
precision instruments; electrical engineering;detemunications; financial intermediation; insuraac& pension
funding; activities auxiliary to financial intermiedion; computer and related activities; R&D; otHarsiness
activities; motion picture and video activitiesgaradio and television activities.
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Earnings and income

The average weekly gross pay of £469 for resideintsral LADs in 2007 was well above the
average for the region as a whole (£433), and dweceikplace earnings were broadly in line
with the regional average at £436 per week. Howeag demonstrated in the graph below,
there was considerable variation in workplace egsiacross different types of rural area,
with predominately low-wage economies situated iccéssible Rural 50/80 and Remote
Significant Rural LADs.

The evidence shows that the differential betweerkplace and resident earnings was much
higher in rural areas (resident earnings are 7.%8leh than workplace) than the regional
average (resident earnings are 0.3% higher thankphlame). However, there was
considerable spatial variation within this trend:

First, the differential between resident and woakpl earnings was most pronounced
in Accessible rural LADs (ranging from 7.5% to 1%8

Second, rural LADs that are Remote (and therefareeraelf-contained by definition)
have a lower differential between resident and plage earnings — however, in
Remote Significant Rural LADs, absolute earningsenlewer than their Accessible
counterparts, whereas Remote Rural 80 districtsalvacage workplace earnings well
above Accessible districts (and national and regjidevels), suggesting strongly
performing rural economies in these areas.

Figure 4-6: Residence and workplace based weekly earnings, 2007
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Commuting patterns

Levels of employment self-containment are considgréhigher in the more sparsely
populated rural SOAs across the region. Betweeb86 of commuting in the Town/Fringe
Sparse and Village Sparse was within the area, aoedpto 31.5% for Town/Fringe Less
Sparse and 40% for Village Less Sparse.
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However, in explaining commuting patterns, the raff the occupation is as important as
the residential location of the worker. For examms set out in Figure 4-7 below, self-
containment in skilled trade and elementary ocdopatwas higher in the Village Less
Sparse SOAs than professional and administraticapations in the Sparse SOAs. Further,
at a general level, self-containment was somewlgheh for lower value occupational
groupings than managerial and professional acheseural geographies.

Figure 4-7: Employment self-containment across the rural North West cut by occupation, Census 2001
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However, geography makes a difference — managerpmafessionals in Sparse SOAs are far
more likely to work in their local area than thasdess sparse. This is explained by high-
levels of commuting to urban areas amongst thoseaimagerial and professional occupations
in the Less Sparse SOAs. Further, overall the dataonstrate that urban workplaces are
crucial for residents in less sparse locationsrasgnted in the Figure below.

Figure 4-8: The location of workplaces for residents of the rural North West, Census 2001
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However, the data also demonstrate consideralti@-mral’ commuting. Interestingly, this
was most notable in sparse areas. So whilst uebgrioyment locations are important for
residents of Less Sparse rural areas across tienrdgese areas themselves also play an
important role as locations of employment for resid of sparsely populated areas.
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Table 4-1: Levels of intra-rural commuting (% commuting between area types), Census 2001

Workplace location

Residential location Town & Fringe Village Less Town & Fringe Village Urban
Less Sparse Sparse Sparse Sparse

Town/Fringe Less Sparse  31.5 8.1 0.7 1 58.7

Village Less Sparse 6.5 39.8 1 1.2 51.5

Town/Fringe Sparse 8 5.7 56.1 8.6 21.7

Village Sparse 4.2 7.1 5.9 58.7 24

Source: SRNW Update

Infrastructure

As set out in the RES, the infrastructure needt®iNorth West cover issues of housing and
employment sites, transport and communications igi@mv. Key ambitions with direct
applicability to the rural North West include theed to create a high quality and diverse
housing stock, ensuring that the utilisation ofdan including through a robust planning
system — promotes both economic growth and sufti@rdevelopment, and delivering high
quality employment sites and premises.

Key messages — Infrastructure

House prices in the rural North West are well above the regional average. Though reflective of the area as a
desirable residential location, this has major affordability implications, especially in Accessible rural areas.

The rural North West has an under-representation of office space (with slow relative growth in floorspace over
recent years) and over-representation of factory and warehouse space compared to the region as a whole,
despite a broadly similar employment profile across the sectors. On average, rural premises are smaller than
the North West average.

The housing infrastructure

The average house priceacross rural LADs in 2007 was around £189,0000ugh lower
than the average across England, this was aboveegfignal level of £158,000. However,
average prices in Accessible rural LADs were gdheweell above those in the Remote rural
LADs as demonstrated in Figure 4-9 below. Houseeprincreased by around 21% across
the rural North West between 2004 and 2007 — atbliglower rate than for the region as a
whole (26%).
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This rise in house prices in recent years has asa issues of the affordability of rural

housing across the rural North West.

In 2007, daherage house price was 7.1 times the

average income in rural LADs, compared to the megliaverage of 5.8.

However, low levels o&ffordability , as set out below, were most pronounced in 20@fan
Accessible Rural 80 LADs, where the average house pvas some 7.9 times the average
income. Further, as set out in the Figure below:

across the rural North West, Accessible LADs hahificantly more challenging

affordability issues

affordability issues for the ‘lower quartile’ (i.those incomes and house prices in the
bottom 25%) in Significant Rural LADs were partiatdy pronounced.

Figure 4-10: Housing affordability ratios across the rural North West, 2007
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In terms of housing supply, the North West's ritADs have witnessed in recent years the
completion of some 13,000 new homes, 19% of thmnedjtotal. Around one half of these
new homes have been completed in the SignificamalRLADs, split evenly between the

Remote and Accessible geographies.
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Housing stock and future planning

The rural LADs in the North West contained arour@#,600 dwellings as of April 2007.
This accounted for 20% of the region total (aro@rdmillion). Approaching one half of the
dwellings in the rural North West (285,000) weredted in the Significant Rural areas, and a
further 215,000 in Rural 80.

According to the proposed changes to the RSS, 2@P#ousing provision between 2003

and 2021 will be in rural districts across the KHowest. Of these, the largest shares of
housing provision will be located in Accessible i8iigant Rural areas and Accessible Rural
80 areas (accounting for approximately half ofhedusing provision in rural areas), and are
broadly in line with projected shares in populat{atbeit only to 2016).

Table 4-2 : Proposed housing provision, 2003-2021

Total provision of % of North
housing 2003-2021 (net % of North West West
of clearance total housing % of North West population
replacement) provision population 2006 2016
North West 407,900 100% 100% 100%
Urban 325,580 79.8% 80.4% 80.1%
Rural 82,320 20.2% 19.6% 19.9%
Significant Rural —
Accessible 22,800 5.6% 5.5% 5.5%
Significant Rural —
Remote 15,300 3.8% 3.8% 4.0%
Rural 50 —
Accessible 14,400 3.5% 3.4% 3.5%
Rural 80 —
Accessible 17,940 4.4% 4.3% 4.4%
Rural 80 — Remote 11,880 2.9% 2.6% 2.6%

Source: Housing provision data from proposed chartgeRSS published in March 2008 for public comsialh. Population
estimates from ONS.

Floorspace

In 2007, the rural North West was home to over A8if of floorspace accounting for 18%

of the regional total. Of this, 42% was allocatedfactory uses, 28% to warehouse/other
Zspace, 18% to retail uses and 12% to office sp&empared to the North West average,
rural LADs have a substantial over-representatibfactory, warehouse and other spfdce
and an under-representation of office space. Alnhadf of all rural office floorspace is
located in Accessible Significant Rural LADs (comgzhto 6.9% of employment in this type
of rural area). Since 2004, warehouse floorspasaricreased by 8.2%, whereas office space
has risen by 4.1% over the same time period.

2L:Other refers to other bulk premises, which isvdoated by social clubs, halls and garden cenB&i G)
22 Of the 86,300 of floorspace across the North West in 2007, 1986 wallocated to factory uses, 18% to
warehouse/other space, 18% to retail uses and d@ftice space.
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Average premises sizén rural LADs is below the regional average acrakgypes of use.
For office space, for example, rural premises d@nf per unit on average (compared to a
North West average of 142nand falling with increasing degrees of ruralioyonly 90ni

per unit in Rural 80 LADs. However, the size ofttay and warehouse premises exceed the
regional average considerably in Rural 50 LADs.

Quiality of Life

Quality of Life is one of five core themes of th&R recognising that culture, community
cohesion and heritage play an important role intasnable economic development.
Specifically for rural areas across the North Wtst, RRDF identifies access to services and
social exclusion as key priorities for rural comritigs — the findings from our data analysis
on these priorities, and some wider issues in aneds today, are summarised below.

Key messages — Quality of Life

Access to financial services, medical services and job centres has fallen between 2004 and 2007 — especially in
sparse rural areas.

Fuel poverty is broadly similar to the regional average, but above the national average — and is particularly high
in sparse villages.

On the whole, rural residents have better health than the regional average, and are more likely to exercise.

Indices of Deprivation

Rural SOAs are less likely than the North West agerto be amongst the most deprived
SOAs, though deprivation is notably worse in LegparSe Town/Fringe SOAs than other
rural areas. As shown overleaf, the proportiomuoél SOAs across the North West in the
10% most deprived SOAs across England is belowr¢geonal average. This trend also
holds true for the 20% most deprived in Englandthdugh the data must be treated with
some caution as it is based on relative performahed MD suggests that overall deprivation
across the rural North West has increased margin&br example, in 2007, around 0.2% of
the Town/Fringe (less Sparse) SOAs were in the b8t deprived compared to 0.1% in
2004. Overall, however, though this change shoutd be discounted, as presented
graphically over the page, broad trends acrossute North West in terms of deprivation

have stayed relatively consistent, with Town/Frihgss Sparse exhibiting by some way the
highest levels of deprivation across the area.
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Figure 4-11 IMD rank in 2004 and 2007 at SOA level, compared to rural SOA classification

Rural-Urban Definition by SOA Indices of Deprivation Rank in 2004 (1=most deprive  d) Indices of Deprivation Rank in 2007 (1=most deprive  d)

Source: SRNW Update Produced by SQW Consulting @d@8dnance Survey. Crown Copyright. License nurib8019086. Digital Map Data © Collins Bartholome@LG
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Access to services

Access to services is a greater challenge for §@llBispersed Sparse rural SOAs, and
particularly in access tfinancial services(free ATMs, banks and post officeshedical
(GPs/dentists) anjgb centres For example:

In 2007, 64% of Sparse Village and 59% of Sparsp&ised households were >4km
from a bank (compared to a regional average of Bébaan England average of 8%),
and c.60% of Sparse Villages/Dispersed areas kwe @ more from a free ATM.

Between 2004 and 2007, the proportion of househidldsy 4km or more from a
post office has risen substantially to a rural agerof 12% (compared to a regional
average of 2% and national average of 3%). In $gsmrse Dispersed areas this has
risen from 3% in 2004 to 30% of households in 2G0W in Sparse Dispersed areas
this has increased from 17% to 51% respectively.

In 2007, an average of 16% of rural households wi&ra or more from a doctors
(compared to a regional average of 2% and Englaathge of 4%), rising to 58% of
households in Sparse Dispersed areas.

Whilst the proportion of rural households livingrdlor more from a job centre has
fallen from 68% in 2004 to 33% in 2007, accessoto gentres remains considerably
worse than the regional and national average (4% &h% respectively).
Furthermore, the proportion of households which 2&m from a job centre is
extremely high in Sparse rural areas (e.g. 74%perse Town/Fringe, 77% in Sparse
Village, and 86% in Sparse Dispersed).

Fuel Poverty

Fuel poverty is becoming an increasingly important priority foral areas, especially in a
context of rapidly rising fuel prices, and is defithas being a situation where a household has
to spend more than one tenth of its income in otdekeep the home at a temperature of
20°C. The proportion of households in fuel povertgeeds the national average (of 6.1%)
across all types of rural SOA in the North West, istbelow the regional average (of 6.7%)
in all but Sparse Villages (7.4%).

Health

The Indices of Deprivation average score for the health/disability domainuiral areas was
lower (i.e. better) than the regional average i072@specially in Sparse Village SOAs across
the region.

Almost one quarter of the rural population suffefeain obesity in 2003/05, which was
similar to the regional average but slightly highiean the England average. Within rural
areas, there is some variation in the levels oityewith the highest experienced in Remote
Rural 80 LADs (26.8%) followed by Accessible RuBal (25.7%) and Accessible Significant
Rural (24.3%).
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Rural residents are more likely than the regionarage toparticipate in exercise(22.3%
compared to 20.6%), particularly in Significant RuAccessible LADs where 25.2% of the
adult population participate in exercise three dagrsweek.

Environment

Sustainable economic development is a core eleofehe RES. It sets out the ambitions to
deliver growth that is responsive to and develdps tegion’s natural environment. In
particular, reducing the G@missions of the region to contribute to meethmg WK’s Kyoto
targets is a key performance target for the region.

Key messages — Environment

The rural North West has above average end user carbon emissions per capita, although this varies
considerably across different types of rural area. This is predominantly driven by the sectoral distribution of the
economy with high industrial usage, especially in the most rural areas.

Levels of waste are higher than the average (although again, this varies considerably across different types of
rural area) — yet rural areas perform well in recycling rates. Rural areas are slightly more likely to use
renewables and waste as fuels than the North West average — although the region as a whole performs poorly
compared to the national average.

The rural North West contains a diverse natural environment, supporting both on-going land-based economic
activity and crucial for biodiversity and environmental protection. Significant woodland and important Sites of
Special Scientific Interest are contained within its boundaries.

The rural North West has witnessed a major growth in the bird population, with growth of around one third over
1994-2006 well above the national rate.

The rural North West produced 10.4 tonnesafon per 1,000 of the population, around
15% above the regional and national average in .2808rst glance, therefore, it seems that
much work needs to be done to further sustainaldaty across the rural North West.
However, this high level is accounted for by enussi in the Rural 80 LADs only (12.5
tonnes per 1,000 of the population). As shown igufe 4-12 below, the proportion of
emissions accounted for by industrial usage inRleal 80 LADs (and most notably the
Accessible LADs) was significantly higher than &lbere. Emissions per 1,000 population
were below the regional/national averages in Siggnitt Rural and Rural 50 LADs.

Figure 4-12: Proportion of end user carbon emissions across the rural North West, 2005
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Energy consumptionby the rural North West stood at 51,000GWh in 20@3ch accounted
for 25% of the regional total — slightly higher theve might expect given that rural LADs
generate 20.5% of regional GVA.

Renewables and wastaccount for a slightly higher share of fuel useoas the rural North
West (5.6%) than the regional average (5.5%) —oafih both are much lower than the
national average (11%). Rural 80 LADs are moreljiko use renewables and waste as a
source of fuel (accounting for 8.7% of all fuellathSignificant Rural (2.1%) or Rural 50
(1.7%).

Levels ofwasteacross the rural North West follow a similar pattel'he tonnes of waste per
100 people was high in the Rural 80 LADs (35.4 tm)nyet considerably lower in the
Significant Rural and Rural 50 LADs with levels &l the regional and national average
(35.2 and 32.6 respectively). Again, the industeatl economic structure of the Rural 80
helps to explain this; however, levels of recyclerg lower here than elsewhere across the
rural North West — 31.9% compared to 33% in Sigaifit Rural and 41.7% in Rural 50.

There is clearly room for improvement here, thowgkrall the rural North West performs
well in recycling rates— at an average of 33.8%, this is well above titeonal and regional
average (both under 30%).

In terms ofwater quality, rural LADs perform better than the regional ageraon both
chemistry and biology. For example, 60% of waterural LADs is classified as ‘good’ in
terms of chemistry (compared to a regional averdg%) and 48% is classified as ‘good’
in terms of biology. However, there is consideeabriation across different types of rural
areas, with Significant Rural and Rural 80 LADs riwg well, and Rural 50 LADs under-
performing (with only 16% and 6% of water in thégeDs classified as ‘good’ on chemistry
and biology respectively).

The rural North West contains some 320,000 hecir&tes of Special Scientific Interest,
or SSSIs —-around 80% of the regional total. Of these SSSisiial SOAs, almost 60% are in
a ‘favourable condition’, with a further 30% in f@&vourable recovering’ condition. SSSIs
located in villages, hamlets and isolated dwell®@As (less sparse) are in particularly
favourable condition. The Table below presentspitmportion of the regional total of SSSis
cut by condition across the rural and urban NorgstV

Table 4-3: Condition of SSSls across the rural North West, 2008

Rural - Rural -

Rural - Village, Village,

Town & Hamlet & Rural -  Hamlet &

Fringe Isolated Town & Isolated

Urban Less Dwelling Fringe  Dwelling Rural total
total Sparse Less Sparse Sparse Sparse  Summary Total

Favourable 27.3% 25.0% 27.1% 2.4% 18.2% 72.7% 100%
Unfavourable recovering 8.6% 5.1% 23.9% 0.4% 61.9% 91.4% 100%
Unfavourable no change 19.2% 12.1% 24.0% 3.9% 40.9% 80.8% 100%
Unfavourable declining 7.3% 1.2% 25.8% 0.0% 65.7% 92.7% 100%
Part destroyed 24.6% 20.9% 0.8% 0.0% 53.7% 75.4% 100%
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Rural - Rural -
Rural - Village, Village,
Town & Hamlet & Rural - Hamlet &
Fringe Isolated Town & Isolated
Urban Less Dwelling Fringe  Dwelling Rural total

total Sparse Less Sparse Sparse Sparse  Summary Total

Not assessed 0.0% 0.0% 9.1% 0.0% 90.9% 100.0% 100%

total SSSI in area 20.8% 17.8% 25.6% 1.9% 33.8% 79.2% 100%

Source: Natural England

Figure 4-13 : Condition of SSSIs across the rural North West, 2008

Source: Produced by SQW Consulting 2008. © Ordn&weey. Crown Copyright. License nhumber 10001908gital Map
Data © Collins Bartholomew. Natural England
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The North West experienced a rise of 32% in thedharal bird population between 1994
and 2006, the largest increase of any region indglg(which experienced a decline of 7%
over the same peridd) Yorkshire and Humberside also experiences agtincrease of
19% in their woodland bird population. With regdacdnative bird species, the North West
saw a 23% increase, compared to an increase ofatréss Yorkshire and Humber and an
increase of 6% in England as a whole.

Woodlands perform a crucial natural environment dmddiversity function providing
essential habitats for wildlife, and more widehayplan important part in rural economies
providing jobs and economic benefit for communitiesSThe map below presents the
distribution ofancient woodlandacross the region. Natural England takes twoanestas
the minimum area for inclusion of the woodland.

Figure 4-14: Woodland across the North West

Source: Produced by SQW Consulting 2008. © Ordn&weey. Crown Copyright. License number 100019D&§ital Map
Data © Collins Bartholomew. Natural England

2 Source: Defra, 2008Vild bird population indicators for the English regs 1994-2006
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In 2005, 50% of all woodland across the North Wess$ located in SOAs defined as sparse
villages, hamlets and isolated dwellings, and #&htrr 35% located in less sparse villages,
hamlets and isolated dwelling SOAs.

The total area in the North West categorised asgbi@ aFlood risk zone 2 (low to medium
risk of flooding) is some 1.49 million square metod which 1.05 million square metres lies
in the rural areas of the North W&st This amounts to 6.24% of rural land being coersid

at risk of either fluvial or tidal flooding. The peentage of land liable to flooding falls to
5.8% in Sparse Rural areas and 4.2% in less Spans®d areas, however it rises in Villages
and Dispersed areas and rather significantly inaRliown and Fringe areas as depicted
below.

Figure 4-15 Percentage of land liable to Zone 2 flood risk
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Source: Environment Agency

The proportion of land within flood zone 3 (higkk) is very small, only 0.21% of rural land
compared with just 0.18% of land in the North \fesBparse Rural Town and Fringe areas
have the largest proportion of their land withiodtl zone 3; however this is still only 0.51%.

As of March 2007 when the last update was undentéethe National Farmers Union, there
were 154 liveHigher Level Stewardship (HLS) agreements in the North West accounting
for 12.8% of the England total. Yorkshire and Humied somewhat less live HLS
agreements at 8.5% of the England total. Howewecdntrast the West Midlands had
significantly more, accounting for 19.3% of the [siy total. In regard to the spatial area
these agreements cover, in the North West somd i@ &re under HLS agreement, the West
Midlands as expected is slightly larger at 10,330and Yorkshire and Humber only have
6,520 ha under the HLS agreement, amounting to%4,112.5% and 7.9% of the England
total respectively.

24 Flood risk zones 2 are those areas with a ‘loméalium’ risk of flooding with an annual probabiliy flooding
of: river 0.1-1.0%, tidal and coastal 0.1-0.5%.

% Flood risk zones 3 are those areas with a ‘higk’ f flooding with an annual probability of floady, with
defences where they exist of: river 1.0% or gredigal & coastal 0.5% and greater.

36



4.77

4.78

4.79

4.80

State of the Rural North West 2008
Final Report — Volume 1

Chapter Summary

The rural North West generates 20.5% of the regi@tonomic output — a slightly higher
share than might be expected given its share aflptipn and employment as shown in Table
4-4. Significant rural — and especially the Acdales LADs with stronger functional
relationships with urban centres — contribute dwadf of the rural GVA. However, Rural 80
LADs produce less GVA than might be expected frogirtshare of regional population and
employment.

Table 4-4 : Population, employment and GVA contributions to region

Share of North West total in 2008

LAD Classification Population Employment GVA
Urban total 80.5% 79.7% 79.5%
Rural total 19.5% 20.3% 20.5%
Significant Rural 9.3% 10.5% 11.0%
Significant Rural — Accessible 5.5% 6.9% 7.4%
Significant Rural — Remote 3.8% 3.6% 3.6%
Rural 50 3.4% 3.1% 3.2%
Rural 50 — Accessible 3.4% 3.1% 3.2%
Rural 80 6.9% 6.7% 6.3%
Rural 80 — Accessible 4.3% 4.0% 3.5%
Rural 80 — Remote 2.6% 2.7% 2.8%

Source: SRNW Update

Comparison with rural areas in other regions

Though recognising the specific contexts and dsiapplicable to the rural North West, it is
instructive to view the performance of rural argathe region with comparator areas — those
rural areas of the neighbouring government offiegions of the West Midlands and
Yorkshire and Humber. Key data are presented ifelTédb, with considerably greater detalil
provided in Volume 2.

As demonstrated in the Table below, the data stiglyasbroadly, the economic performance
and demographic make-up of the rural North Wesbissistent with that in the rural areas of
neighbouring regions. For example:

All three rural areas have around 18% of the pdjmraof retirement age, above the
national average

although workplace and resident earnings are $figtigher in the rural North West
than the comparators, all three areas have comsilyefower workplace earnings
than resident based.

However, the data also highlight important areaslitiering performance. For example, on
the one hand, the rural North West performs pdertustrongly in high level skills (a key
driver of productivity) compared to both the ruvdest Midlands and Yorkshire and Humber.
However, in the latest data it lagged somewhatriubhi terms of enterprise (also a driver of
productivity).

37



4.81

State of the Rural North West 2008
Final Report — Volume 1

Of course these data must be treated with soméoonaats demonstrated abowethin rural
areas there are important variances in socio-ecunconditions and performance. However,
with this in mind, the data below do suggest th#toaigh underlying conditions are similar
across the rural areas of all three regions (imseof the demographic make-up and labour
market conditions), the rural North West functiassa discrete economic geography in its
own right, with particular strengths and weakneglsasneeds to guide policy responses.

Table 4-5 Benchmarking the rural North West against other regions

Rural North West Rural West Rural Yorkshire
Midlands and Humberside
% WAP 65.2% 64.9% 65.0%
Demographics o, g5+ 18.0% 18.2% 17.7%
(2006)
Projected % change in 65+ +3.7% +4.6% +3.4%
(2006-2016)
Workplace £436 £411 £410
Earnings (2007)  Residence base £469 £448 £429
Differential +7.4% +8.8% +4.7%
Economic Economic activity rate 80.1% 81.6% 79.2%
Participation
(2007) Employment rate 77.3% 78.3% 75.2%
Enterprise Registrations (% per stock) 8.2% 8.5% 8.6%
(2007)
Deregistrations (% per stock) 6.2% 6.5% 6.5%
Qualifications Level 4+ 32.7% 30.6% 29.0%
(2006)
No qualifications 9.4% 10.8% 12.0%

Source: SRNW Update
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5: Assessment of progress since the 2005 State
of the Rural North West Report

The data set out in Chapter 4 provided a detailesisesectional picture of the current state of
the rural North West. Building on this analysisisituseful to assess the extent to which this
performance is consistent with the state of plap®5 when the first ‘State of the Rural
North West’ was produced. Hence in this short @Gdrapve compare key findings from
Chapters 3 and 4.

Volume 2 contains considerably more detail for egdarange of socio-economic and
environmental indicators. In Table 5-1 a humbekey indicators are presented, set against
the six RRDF Priorities (please turn to Chapten #olume 2 for a full analysis of trends by
RRDF priority). It is important to note that thefuhitions used to classify ‘rural’ are slightly
different in the 2005 State of the Rural North Wasd this report (as explained in Chapter 1),
and therefore the findings of this Chapter showddubed for headline trends rather than for
detailed quantification of change.

Table 5-1: Headline indicators of trends across the rural North West

Indicator Rural North Current State of Absolute Relative progress
West in 2005  Rural North West progress

RRDF Priority 1 — Maximising the economic potential of the region’s rural areas

Growth above regional

GVA per capita £13,000 £16,494 trend

Proportion of WAP with NVQ c. 28% 32.7% Growth above regional
Level 4+ trend

Economic Activity 79.9% 80.1% In line with regional trend

Busmes_,s Density per 1000 43.2% 46.0% In line with regional trend
population

RRDF Priority 2 - Promoting a prosperous sustainable farming and food sector that contributes to the environment
and social well being of the region

. Increased at slower rate
Farm Business Income (all

£23,137 £26,550 than England average, so
farms) -
gap widened
Farm Business Income £14,470 £7.387 Decrease at faster rate

(cattle/sheep LFA) than national average

RRDF Priority 3 - Improving access to affordable rural housing

House prices v earnings /

Affordability Index 6.39 7.10 In line with regional trend

Average House prices £157,165 £189,437 Increases below regional
average
RRDF Priority 4 - Ensuring fair access to services for rural communities

Access to services - %

households >4km from bank 22" 70 25.4% -
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Indicator Rural North Current State of Absolute Relative progress
West in 2005  Rural North West progress

Access to services - %

households >4km from a 16.6% 15.8% -

doctor

RRDF Priority 5 - Empowering rural communities and addressing rural social exclusion

IMD — proportion of SOAs in
10% most deprived

0.1% 0.2% In line with regional trend

RRDF Priority 6 — Enhancing the quality of, and promotion of, our rural environmental inheritance

Waste (disposal/recycling) -

8.5% 33.8% Growth above regional

% households recycling trend
SSSI condition (%
favourable or unfavourable 74% 88% On track to meet
recovering across the North ° 0 government target of 95%
West)

Chemical -

Water quality - % water very 569

good

Chemical - 59.5%
Biology - 47.5%

In line with regional trend
Biology - 46%

Source: SQW Consulting

From Table 5-1, the key messages are as follows:

Overall, against the selection of data presentevebprogress against the RRDF

priorities since 2005 has been mixed. In a numbareas, the data suggests that the
rural North West has not made progress as expéoteaids meeting its targets. For

example, in social inclusion, housing affordabibityd access to services (however, in
the case of housing for example, there have bederwnacro-economic factors at

work outside the control of public intervention).

In economic terms, however, the data suggest that mumber of key indicators, for
example GVA per capita, skills and business denpitygress has indeed been made.
Importantly, the rural North West appears to bepkag pace with, and in places even
outperforming, the wider regional economy.

The data also suggest that in environmental tegosditions are improving, for
example in increasing levels of recycling by resideof rural areas and improving
water quality, although again the data presentemveabis only a selection of a
considerably more extensive evidence base.
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6. SWOT analysis

Based on the data analysis in Chapter 4, and conepiary evidence from consultations and
wider literature (including the foresighting workcently undertaken for the NWDA), we

have summarised the strengths, weaknesses, opitieswand threats to the rural North West
in the table below. This SWOT analysis will infothe NWDA'’s Rural Evidence Paper (one
of 25 Papers) which the Regional Intelligence Usiturrently in the process producing to
form an evidence base for the forthcoming Singlgi&eal Strategy.

Table 6-1 : SWOT analysis for the rural North West?®

Strengths

Data

The share of regional GVA generated in rural areas is higher than might be expected given the share of
population and employment, especially in Significant Rural Accessible areas

Rural productivity in the financial and business sector exceeds the regional average
High business density (measured by businesses per 1,000 population)
High business survival rates

Rural respondents to the GEM survey were more likely to be in the process of trying to start a business, more
likely to have knowledge of someone starting a business and feel that they have the knowledge/skills to start a
business

Rural areas have now caught up with urban areas in terms of broadband penetration
High levels of self-employment
Farm incomes from agri-environment sources were slightly above the national average

High share of working age population with Level 4 qualifications or above, and corresponding low proportion
with no qualifications (NB varies spatially)

High participation in work-based training

High economic activity and employment rates, with correspondingly low levels of unemployment and benefit
claimants

High proportion of Knowledge Intensive Businesses (KIBs) in less sparse rural areas (especially village/hamlet)
Rural residents have better health and are more likely to participate in exercise

Below average carbon emissions per capita in Significant Rural and Rural 50 LADs

Higher usage of renewables and waste for fuel, and higher propensity to recycle waste

Environmental assets and their improving conditions — SSSI etc — plus spend per tourist is higher in rural areas
than urban.

Wider commentary
Nuclear strengths in Cumbria
The rural economy is performing well and has seen significant jobs creation
Proximity to city region growth and opportunities

Natural assets and the contribution of these to regional image and attractiveness to tourists, inward investors
and skilled labour/affluent residents

New University of Cumbria.

%8 Rural areas are compared to the North West avenalges stated otherwise
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Weaknesses

Data

Low wage economies — low productivity and workplace earnings, especially in some of the Rural 80 LADs. Low
earnings also hidden in pockets of accessible rural LADs where high earning commuters’ earnings inflate
average figures.

Over-reliance on part-time employment

Rural businesses are less intensive users of ICT applications and not yet fully exploiting the potential benefits of
ICT, suggesting that more could be done to maximise ICT usage and benefits and reduce potential isolation
factors for rural businesses

The rural North West has a lower proportion of office floorspace compared to the North West average, despite a
similar sectoral structure. Rural premises are smaller than average across the region

Reduced access to financial services — risk of financial exclusion

Low VAT registration rate (although many rural businesses may fall below the VAT threshold given the over-
representation of micro-businesses in rural areas)

Farm incomes are below the national average, especially in terms of farm income from agriculture

Despite good performance in qualifications on average, the proportion of WAP in sparse villages and hamlets
with Level 4+ qualifications is considerably lower than the regional average

The rural North West has an increasingly ageing population, especially in Remote Rural 80 areas

High proportion of part-time workers, tied to nature of work available in rural areas (e.g. visitor economy,
customer services)

Low proportion of KIBs in sparse rural areas — implications for innovative, high-value added and competitive
economic activity in sparse rural areas

Housing affordability is particularly difficult in Accessible rural LADs (most notably Accessible Significant Rural
and Accessible Rural 80), especially for the ‘lower quartile’ groups (i.e. those incomes and house prices in the
bottom 25%)

High carbon emissions per capita in Rural 80 LADs, predominantly due to industrial usage
Energy consumption higher than expected given share of regional GVA produced by rural areas
Highly rural and remote areas perform worse on the Competitiveness Index.
Wider commentary
Risk of exclusion for those who cannot participate in high commuting flows (especially in Accessible rural LADs)
Housing shortage is a major contributing factor to rural disadvantage and deprivation”’

Distance from the region’s major transport routes, as demonstrated when the RSS diagram is mapped against
the rural areas of the North West

Research by the Annual SBS showed that businesses in rural areas are more likely to employ staff on the
minimum wage than non rural (18% compared to 15%)*

Opportunities

Data

High level skills — opportunity to maximise use in rural businesses (also opportunity to reduce commuting to
cities if higher level job opportunities available in rural areas, thereby reducing stress on transport routes and
reduce carbon emissions)

High productivity of Significant Rural LADs (especially those which are accessible) is projected to continue
through to 2016, providing opportunities for rural areas to make significant contribution to regional GVA

Small differential between employment and economic activity rates indicating rural areas are close to capacity

Strong interdependencies for employment and labour supply with urban areas — opportunities for rural residents
to contribute to, and benefit from, economic growth of the North West's city regions.

At present, those in high level occupations are more likely to commute outside their area of residence for work —
there may be an opportunity to develop higher value added activities within their area of residence and therefore
retain high skills/occupational activities — and possibly provide a supply of experienced business
managers/leaders

27 Joseph Rowntree Foundation
28 Commission for Rural Communities
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The largest share of rural housing provision is planned for Accessible Significant Rural and Accessible Rural 80
LADs, which may ease pressure on affordability (although at the same time this may merely attract migration
from urban areas)

Build on strengths in energy (nuclear, renewables such as wood fuel, and recycling) and environmental assets

Opportunity to improve the productivity of rural businesses via more efficient use of ICT.

Wider commentary

In a context where work patterns are increasingly flexible, homeworking may provide an opportunity to reduce
commuting and demand for employment land

Opportunity to reduce CO; emissions as sectoral structures shift further towards services

Wider opportunities for the agricultural sector - diversification of crops grown to meet increasing demand for bio
fuels, opportunities to diversify into new crops (due to climate change, technologies advances). Market
opportunity in response to concerns over food security, demand for local produce etc

RDPE funding and Leader approach provides real opportunity for local decision making and ownership ... but
funding opportunity is primarily focused on farming and land-based industries (although Axis 3 interventions are
not) - and there are concerns that wider rural economic activity will not benefit to the same degree

Opportunities to transform public service provision via new communication technologies®
Land use — Green Infrastructure, carbon sinks, recreational use

Opportunities in agriculture and land based industries. Socio-economic factors (such as food security and
population growth) will be more significant drivers of policy and markets than climate change directly, and higher
temperatures may provide increased capacity to grow high value crops in the North West. Also, positive impact
of new technologies and scope to use the land better for non-agricultural and multi-functional uses are
opportunities to consider®

Threats & Challenges

At present, some rural areas are producing a lower share of GVA than might be expected given their share of
population and employment — the challenge will be in how to raise productivity so that these areas can deliver
their full economic potential

By 2016, the contribution of rural LADs to regional GVA will fall slightly, with Remote rural LADs making a
reduced contribution, and productivity is projected to increase at a slower rate than the regional average. This
suggests a widening gap in the performance of rural areas.

High proportion of micro-businesses, presenting challenges in terms of growth and ability to grow into high
employment/GVA enterprises

Lack of office floorspace — will there be sufficient floorspace to accommodate growth in other services (which is
projected to experience the highest increase in employment by 2016)?

Smaller average premises sizes, especially in Rural 80 LADs, may be a constraint to business expansion in the
future

Lack of high level qualifications in sparse hamlets will constrain capacity to raise low productivity in these areas

Rural businesses are subject to fewer influences on ICT adoption than their urban counterparts, which may be a
barrier to maximising the potential benefits of ICT applications in the future, and constrain their ability to take
advantage of future ICT-related opportunities

An increasingly ageing population, and fewer adults of working age to engage in future economic activity and
maintain rural community sustainability — also a potential challenge in labour supply and recruitment for rural
businesses (especially as rural areas already have high participation rates, reducing the opportunity to drawn
the economically inactive into the labour market)

The rural North West has attracted a considerable share of migrants — however, there is a risk of return
migration which will compound the loss of WAP in rural areas and the associated shrinking supply of labour

The ageing population will also put greater pressure on demand for services — although recent trends suggest
(physical) accessibility of services is falling. The supply of personal services may increase in response to
demand, but these are typically low value added

Further reductions in access to services, and the corresponding increased risk of social exclusion

Affordability issues, especially in Accessible LADs, will make retaining young adults (especially those working in
rural areas) increasingly difficult as they are priced out of the market.

2 NWDA Rural Foresighting
30 URS Re-engaging with the land

43




State of the Rural North West 2008
Final Report — Volume 1

Wider commentary

Falling construction rate and investment in house building in current economic climate — threaten to dampen
supply of housing in rural areas further, and may be a challenge to the delivery of housing provision planned in
the RSS

Risk of re-opening of digital divide in terms of access to third generation broadband**

Planning issues — constraints to business development and expansion (especially if not agriculture related) and
supply of housing (knock on implications for affordability and threats on ability of rural areas to retain younger
working age population)

Planning issues also need to allow agriculture and rural land use to respond to changing demands, whilst
maintaining appropriate checks to preserve the natural environment. Also issues around managing pressures on
land use - food Vs fuel*

Challenge to ensure workers have appropriate skills to maximise benefits from new opportunities in agriculture
and wider land-based sectors

Negative image of nuclear industry to the detriment of high quality environment/assets (and the positive
economic benefits associated with this)

Competition for a limited supply of land between demand for housing and employment sites
Ageing population - increased demand for services (which are typically low productivity)

Rising fuel prices - implications for travel (travel to work patterns in areas dependent on private transport),
affordability of heating etc (need to improve efficiency of homes?) and fuel poverty. Also increasing input prices
for agriculture means higher price of food does not necessarily result in increased profitability

Reopening of digital divide - slower broadband speeds undermining competitiveness of existing rural business
and attractiveness of rural areas as a place to live and operate a business

Continued high levels of commuting - implications for carbon emissions and environmental sustainability

Homeworking - some research shows that homeworking increases energy consumption/CO, emissions because
additional houses are heated/in operation during the day (with no associated reduction in the original
workplace), which is particularly inefficient if heating old housing stock®

Cultural barriers to uptake of support/benefits - Reluctance to seek assistance in some rural communities

As services are increasingl3y accessed online, potential for further (often hidden) pockets of exclusion of those
without skills/access to ICT**

Lack of modern office space, especially grow-on premises, which may constrain economic growth

Poor access to further and higher education®™ — risk of losing young people, who then do not return to work in
rural areas

Land use - foot and mouth disease and bird flu impact on the agricultural economy

Energy - high costs particularly affect costs of living in rural areas of the region which could fall behind energy
efficient urban areas. Also, relatively affluent people moving into rural areas and away from deprived urban
areas, increasing demand for travel and energy use in less accessible areas. Also increasing the carbon
footprint if they choose to live in rural areas and commute to urban centres.

Source: Data, consultations and wider literaturastarch

31

http://www.advantagewm.co.uk/Images/Rural%20Comiy@620Sustainability%20%e2%80%93%20Thematic%
20Chapter%204-%20IT%20Infrastructure%20(2008)_tdm019.pdf

32 URC Re-engaging with the land

33 SQW (2008) Sustainable Rural Communities: A remAWM

34 NWDA Rural Foresighting

35 Commission for Rural Communities
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7. Interpretation & implications

In this Chapter, we piece together the evidencsegmted in Chapters 4 to 6 to understand the
drivers underpinning economic performance acro$ferdnt types of rural area and the
interdependencies between economic, social andamaental conditions across the rural
North West. The purpose of this Chapter is to alestrate variations in performance across
different types of rural economies, communities anglironments — and the implications of
this for policy.

Rural areas perform well on average, but this hides twin track economies —
whilst Significant Rural areas perform well economi cally, some Rural 80 areas
continue to lag behind

Table 7-1 below unpicks this ‘average’ rural pietuand the factors underpinning these
variations in economic performance across diffetgoes of rural areas.

Table 7-1 : Current economic performance

Type of Product- Earnings Earnings Job Quals VAT reg Survival
area ivity structure rates rate
Workplace ~ Workplace ~ Resident % of FT Level 4+ ¥ As % of 4yr (% of
GVA per based based jobs stock regsin
person in base yr)
empl.
Rural High Approx. High Low High Low High
average 35075 average £469 71% 30% 8.2 68
£436
Significant ~ High Approx. High Low (for High Low High
Rural £33378 average £469 less sparse) 31% 8.9 66
£436 70-73%
’ (32-35% for
less sparse
SOAs)
Rural 50 High Slightly low  High Na High Low High
£33,034 £431 £463 30% 8.9 65
Rural 80 Low Slightly high  High V. Low (for Slightly high V. Low V. high
£29,630 £437 £470 sparse) 29% 71 70
61-69%
V. low if High if excl. ’ (13-25% for
excl. Copeland sparse
Copeland village
£454
£401 /hamlet)
Urban £31,670 £420 £423 76% 24% 10.2 59
average
North £31,754 £434 £433 76% 25% 9.9 60
West
average

Source: SRNW Note: Rural position relative to Alrage unless stated otherwise

%6 Data has been presented for both LAD and SOA léeghitions.
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The evidence shows that Significant Rural LADs,hsas Carlisle, Chester, Crewe and
Nantwich, Lancaster and Macclesfield perform walbreomically. Conversely, Rural 80

LADs such as Allerdale, Eden, Ribble Valley and thdiakeland tend to lag behind in terms
of productivity (the exception to this is Copelamdhere nuclear activity inflates the figures).
This appears to be due to a number of factors:

Working age population and employment rates The proportion of residents that
are of working age and the employment rate are blightly higher in Significant
Rural LADs compared to Rural 80 LADs — and bothdes are widely recognised to
play an important role in determining economic perfance.

Productivity and drivers of productivity - Productivity is higher in Significant
Rural LADs. Our analysis of the drivers of produity show that, whilst start-up
rates are low, the proportion of Significant Rurekidents with NVQ Level 4+
qualifications is slightly higher than evident ither rural LADs. Conversely, in
Rural 80 LADs, productivity is lower than the rur@erages. Underpinning this,
enterprise levels and the proportion of residerith WVQ Level 4+ qualifications
are slightly lower. Survival rates are highesRural 80 LADs, but low productivity
would suggest that these businesses are not hayhttgrsubstantial wealth creating
businesses (potentially resulting from a lack gbanpunities compared to some urban
areas, for example, where if a business is notitpbd¢ there are other options to
pursue).

Nature and quality of jobs - Whilst rural areas, on average, have a similar
occupational structure to the regional and urbagrages, there is some variation
across different rural areas in the level of octiopa — and therefore quality — of
jobs undertaken. Significant Rural LADs’ workerg more likely to work in higher
value added activities, with a higher proportionjafs in higher level occupations
(managerial, professional and associate profed¥itinan other rural areas. As a
result, workplace earnings are high (especiallyntioge Accessible Significant Rural
LADs, predominantly due to their strong functiomalationships with urban areas
and the associated agglomeration benefits arisomg this). However, in Rural 80
LADs employment is slightly less likely to be in nagerial or professional jobs, and
more likely to be in process and elementary jobgkvhre typically low value added
— and as a consequence, workplace earnings ahthsligwer (and extremely low if
Copeland is excluded).

The implications of such twin-track economies iatttwhilst Significant Rural LADs over-
perform economically and make a strong contribution the regional economy and
productivity, Rural 80 areas are lagging behind eewidents are at risk of falling into (often
working) poverty.

The strong economic performance of Significant RuwaDs, and especially those within
functional geographies of the region’s cities (tleose labelled as ‘Accessible’), and their
contribution to regional growth is an important swmieration for policy makers. Public sector
policy aiming to raise the productive potential dgifies needs to take account of the role
surrounding rural areas play in driving economiovgh, the opportunities and challenges
city growth presents for rural economies, and t@act upon rural sustainability. Any
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interventions and investments in the region’s sitieed to be made at an appropriate spatial
scale which take these ‘functional rural-urban gepbies’ into account.

The findings that some Rural 80 LADs are lagginbibeé economically is a concern for the
region, as these LADs are arguably not fulfillingeit economic potential, despite
employment rates that are still above the regianarage. Evidence from the data suggests
that a key issue in some Rural 80 areas is low plade-based productivity (GVA per person
in employment, as opposed to insufficient peoplevamk) which stems from kack of access

to and choice between higher quality jobs(alongside slightly lower shares of high
qualifications, low start-up rates and lower leveldsull time employment) But these areas
are caught in a vicious circle affecting both dethand supply — where businesses do not
demand high qualifications, those with the highgaldications tend to commute (or migrate)
out of rural areas to the region’s cities whereiohof high quality jobs and opportunities for
progression are greater. Further, the lack of higgdity jobs within Rural 80 LADs makes it
difficult to attract highly qualified workers (whaight have the potential to raise the
productivity of these economies), and incentivasitfidigenous residents to invest in FE/HE
is low if the potential return from local jobs (ferms of earnings) is poor, which is made
more difficult by limited access to HE/FE locally.

The key challenge for these Rural 80 LADs is, tfere to raise productivity of those in
work by shifting the nature of work (towards gredid|-time, rather than part time, work)
and increasing thquality of jobs available in particular. This requirestba supply and
demand side approach from any intervention — teer#tie qualification levels of Rural 80
residents (especially those in Sparse Rural SOAd)ta encourage enterprise in high value
added activity/occupations with employment growtheptial. The creation of better quality
job opportunities in Rural 80 LADs can also havediron benefits socially (by helping to
maintain sustainable rural communities) and envirentally (reducing the need for those
seeking higher quality employment to travel lonstances to work).

However, it is important also to recognise thatetis still diversity in economic performance
acrossdifferent Rural 80 LADs (for example, workplace-bdsproductivity in Accessible
Rural 80 LADs is considerably lower than in RemBigral 80 LADs), and the drivers that
underpin these are oftgulace-specific based on often very different historical paths of
development, and any policy interventions will néedake these place-based characteristics
into account. Furthermore, the ability of rurabas to raise productivity will vary across
different types of rural area. For example, firinghe service sector in more remote rural
areas are more likely to serve local (lower pricedykets, and therefore the scope to raise
revenue (and therefore GVA) is limited by the nataf demand served (but these businesses
are, nonetheless, important for local economieshv@rsely, rural businesses in the service
sector located in close proximity to major citiesyrhave greater opportunities to access
wider (potentially higher fee paying) market oppaities.

There is a significant differential between workpla  ce and resident based wages
in accessible rural LADs across the North West, and correspondingly,
affordability problems are worse in these accessibl e areas

Not only is there a considerable absolute wealtierdintial betweerSignificant Rural LADs
(especially those which are accessible) and RWdlADs — but there is also a significant
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disparity of incomewithin some rural LADs, which is driven by commuting flownd the
ability of individuals to participate in these flew Specifically, the earnings differential
between workplace and resident based measuresdls hgher inAccessibleRural LADs
(where functional relationships with major urbarasw is stronger) than iRemoteRural
LADs (where rural economies are more self-contginéesidents in Significant Rural LADs
who commute to cities for work are much wealthleart those who work in the rural LAD
itself — and so in what appears to be relativelyaltiny LADs there is actually hidden
disparity of income and pockets of disadvantage.

The implications of this are two-fold:

Those who are unable to participate in the funetionter-relationships with cities

are at risk ofinancial exclusion This clearly comes into play in relation to hiogs

— the evidence shows that affordability problems enore acute in the Accessible
rural LADs, especially for the lower quartile incengroups, compared to LADs
which have been labeled as Remote (as opposedng tetermined according to a
LAD’s rurality, i.e. whether a LAD is SignificantRal or Rural 80 for example).
This will have implications for regional spatiatatiegies — particularly in terms of the
demand for, and location of, affordable housingssithe region.

In areas with higher rural-urban commuting flowsde who are able to participate
in these economic flows may use service and rptailision whilst at work in cities.
This has implications for the sustainability ofabeconomies, especially in terms of
retail and service provision to serve communitigmd and working locally — and
may put those who are unable to participate inghssmmuting flows at risk of
social exclusion

In seeking to address these issues, policy makidreeed to be mindful of the spatial nature

of both factors driving the differential, and thesaciated consequences outlined above,
especially as the region moves towards the SRSenbgatial and economic development
policy will need to come together.

Micro-businesses and homeworking are extremely impo rtant for rural
economies ... and play an important role in both envi ronmental and social
sustainability of rural communities and economies.

Micro businesses and self-employment/homeworkirgy extremely important features of
rural economies. This is not just a reflectiorswofall scale family run agricultural holdings —
evidence shows the sectoral make-up of rural eca@®is very similar to urban, with a high
share of businesses in financial/business and e#egices.

The implications and challenges (especially in terofi policy) arising from a business
structure weighted towards micro and small buseegsclude:

Challenges for policy in selectiragppropriate delivery mechanismswhich are able
to provide business support in rural areas. Mdnihe business support needs will
be similar to those of businesses in urban arassdbe to the volume of micro-
businesses and their sparsity, different delivescimanisms and methods may be
required in rural areas to reach the target grdegr. example, where failures such as
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information asymmetries exist for micro-businessierent vehicles may be needed
to bridge the information gap in rural areas coragdo urban.

Whilst training rates in rural LADs do not differgaificantly from the regional
average, it is well documented thaticro-businesses find it more difficult to
participate in training (and therefore any work-based training intervemtio
introduced by the public sector) due to time argbuece constraints. This barrier to
training will affect rural businesses disproporately, and will be an important
consideration in any interventions to assist rgisproductivity in rural areas
(alongside the likelihood that it will be the owfmanager who requires training, and
their need for specific and relevant training apaged to full NVQ qualifications).

Ensuring ICT is used effectively to enable productie home-working. National
research has confirmed the link between effecti/e lise and increased productivity,
and suggests that the ‘most important productiadyantages of ICT only start to be
realised when businesses go beyond ‘basic’ adojeicels’ in rural areds. Given
current under-utilisation of ICT amongst rural Imesises, this provides an
opportunity to increase the economic potential pratiuctivity of micro-businesses
and home-workers across the rural North West. Hewethe role of the public
sector in enabling this needs to be consideredfudbre Research undertaken by
SQW in the West Midlands recommended that the pugactor does not intervene in
the provision of (higher speed) broadb®ndthe private sector does not invest in ICT
infrastructure in rural areas until it is econontlicaensible to do so, and therefore
lack of high speed broadband provision in some aneas is not technically a market
failure, and experience elsewhere has shown tleaptiblic sector interventions are
overtaken by the market. But public sector intate may be justified in
addressing information asymmetries and providimining®, and raising awareness
of the productivity benefits of more efficient 1GiBe.

Encouraging and enabling micro-businesses that wisto grow to do so The
guantity and quality of available floorspace isianportant factor for consideration
here. The average size of rural premises is smilden the regional average, which
might be expected given the high proportion of mibusinesses. However, this may
constrain growth of businesses wishing to expasge@ally in the more rural LADs
(e.g. Rural 80) where the average size of offiearpses is less than two-thirds of the
regional average. The lack of grow-on space wasraern amongst consultees,
which is compounded by restrictive planning redale€ in some rural areas —
addressing this will be important if rural econosiare to grow and remain
sustainable, especially in the Rural 80 LADs whemdnomic performance is
currently lagging behind. The spatial distributiohthis constraint to rural growth

37 SQW (2005) ICT in England’s Rural Economies. Aaefio Defra

http://www.defra.gov.uk/science/Project Data/Docuthérary/RE03004/RE03004 3827 FRP.pdf

38 SQW (2008) Rural Community Sustainability: IT lagtructure Theme Paper. A report to AWM

39 As part of the NWDA's ICT survey, respondents wasied what sort of support government agencielsl cou
provide to help businesses get more out of ICT, iandesponse, rural firms were significantly moikely to
suggest free ICT audits (although they also suggdettte private sector could do this), a telephagiplime and
help in identifying suppliers).
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needs to be considered as part of any allocatiomwdstment capital across the
region.

Micro businesses and homeworkers play a critici@ iro maintaining community, economic
and environmental sustainability of rural areasossrthe North West — and therefore the
economic performance of these businesses will i@terthe extent to which rural economies
can contribute to the regional economy in the fitur

However it is important to distinguish between tlmasinesses that wish to grow (but may be
experiencing barriers to realising this ambitionll aherefore have potential role in driving
forward rural economies - and those that do nohwasgrow (for example, those which are
‘lifestyle’ businesses) but play an important ridemaintaining the sustainability of rural
communities nonetheless. According to a recent @Riication,'economists and business
policy advisors identify 10 employees or more dlrashold that indicates the creation of a
substantial firm’and highlights that the SBS defines high-gromtim§ asthose achieving at
least £1million turnover and/or 10 employees by finerth year of trading® — it will be
important for the North West to identify businesea&th the potential and aspirations to grow
to this level and beyond, and therefore enable ovitisinesses to maximize their growth
potential and role in creating employment oppotiasiand economic output for rural areas.
Positive attitudes towards entrepreneurial acési(as illustrated by the GEM) do not always
translate into action and implementation, and floeeeassistance may still required to help
businesses establish and grow. Furthermore, #sepce of economic activity in rural areas
is also beneficial for rural community sustaindbpilas the day-time demand for services is
maintained.

Homeworking is also assumed to result in envirortaldmenefits as travel to work, and the
CO, emissions associated with this, are reduced. Mewewider evidence on the
environmental impact of homeworking is mixed, andygests there may be a trade-off
between economic/community sustainability and emrimental impact. For example,
research undertaken on rural community sustailiithe West Midlands found that whilst
homeworking does reduce the need to travel to Wades elsewherejt‘could actually
increase carbon footprints as large, old and poarigulated rural dwellings are heated
during the daywith no corresponding decrease in heating of paigivorkplaces elsewhére
Evidence for the rural North West does suggest thatproportion of C® produced by
domestic users in rural LADs is much lower thanirtheban counterparts, but as flexible
homeworking becomes more popular, enabled by batss to broadband, this needs to be
monitored closely. Any policy to encourage homeiirgg with the view to improving rural
community and economy sustainability will need aotor in the energy efficiency of rural
homes, and may need to look at complementary fiviéis for energy use to ensure that
economic/community sustainability is not maintairmedhe expense of environmental impact.

40 CRC (2008) England’s rural areas: Steps to reléseeconomic potential. Advice from the Ruralvadate to
the Prime Minister.
41 SQW (2008) Rural Community Sustainability: Finadrt to AWM
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An increasing proportion of the region’s population resides in the rural North
West - but the rural population continues to age, w  ith implications for housing
supply/affordability and service provision.

Much like the rest of rural England, rural LADs aess the North West have a lower share of
young and working age people, and correspondinddyger share of people over retirement
age. Furthermore, the rural population acrossNbgh West is ageing and this trend is

projected to continue through to 2016 at a fastée than the regional average. This has
obvious implications for rural areas, and the regimre widely, particularly in terms of:

A falling working age population to drive rural economic activity. The rate at
which the population is ageing is most rapid in &0 and Rural 80 LADs — the
latter is particularly concerning given the eviderabove to suggest that Rural 80
LADs are lagging economically and are in need ofitaising their economies.
However, this could be an opportunity for ruraleeras the desire and ability of those
over retirement age to remain economically actizeinicreasingly recognised by
businesses, particularly when older workers bringxpegence and
leadership/management skills to rural economiadicyPtherefore needs to consider
ways in which these older workers can be employesstneffectively in rural
economies.

Increased demand on services to serve a populatiomhich often experiences
greatest barriers to access Furthermore, an increased supply of health aré c
services in response to this demand means an g&chegobs which are typically low
value added, making the need to raise producté&xign more of a challenge.

Increased demand for housing from (often wealthy) etirees This puts even
greater pressure on a limited supply of housingl, @wuld potentially work against
efforts to improve housing affordability. Thesertds will also need to be factored
into policies shaping the spatial distribution otusing across the region.

Access to services is falling across the rural Nort h West, especially those
provided by the private sector and relating to fina ncial services — this has
implications for Quality of Life and social/financi al inclusion

Access to services is becoming an increasing cig@léor rural residents, especially for those
living in sparse rural locations. The evidencegagfs that residents of Sparse Rural SOAs
are particularly disadvantaged in terms of theoxpnity to financial services (free ATMs,
banks and post offices), medical services and jefhtres — all of which are becoming
increasingly concentrated in market towns and KewiSe Centres. Whilst this enables
more cost effective delivery of services, the &pilbf residents in Sparse Rural SOAs
(especially those who are less mobile, such aglttexly) to physically access these services
is critical and needs to be taken into accounpatial policy design. As discussed above, the
ageing population across the rural North West it increasing pressure on services, and
compound issues on accessibility of services furthe

The inter-relationship between access to serviodguaral community sustainability is clearly
an important factor in achieving Quality of Lifeagiegic priorities and reducing risk of social
and financial exclusion. However, in determinihg extent and nature of any public sector
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intervention in this area, the challenge will badmet activities towards those at greatest risk
of exclusion (i.e. in greatest need) and provid&ises which can have greatest impact on
individuals and overall community sustainabilitAs the region moves towards the SRS,

ensuring rural residents have access to servispe¢ally financial services and job centres
for example) will impact upon the capacity of rurakidents to engage in and contribute to
economic growth. The Agency will also need to tdke into account as part of its emerging

role in planning, and will need to influence thaterged with devolved delivery to ensure

that conditions and capacity for growth are maiedi

To date, Key Service Centres have been the focusraf service delivery and development
in RSS and NWDA's Corporate Strategy, but desgiie focus of investment, access to
services has fallen, especially for those livingthie more sparse rural areas. The region
perhaps also needs to look towards more innovaiations to service delivery, including
alternative delivery mechanisms (such as takingises to users, users to services, or a mix
of physical and virtual services) and initiativeguired to ensure these alternative options are
effective (e.g. ICT training to access online se#si such as the NWDA’s BRAIN initiative)
and delivered effectively (e.g. additional suppequired to develop the delivery capacity of
third parties such as the CVS).

The condition of the environment in rural areas has improved considerably in
recent years, and provides opportunities for commun ity and economic
sustainability across the region’s rural (and urban ) areas

The region’s rural LADs are home to a range of emunental assets, including upland
environments, SSSIs and Areas of Outstanding NaBeauty (official or otherwise) and
environmental tourism is estimated to contribute8f0to regional GVAZ. Furthermore,
environmental indicators show a clear improvemarthe condition of environmental assets
in recent years.

These natural assets are a classic example ofcpgiadids, where individuals do not pay for
positive environmental benefits they gain indivillijgaand collectively, and those who
manage the assets (such as farmers) do not remei@eonomic return which reflects the true
value (environmental, social and economic) of theeas Whilst there is a clear rationale for
the public sector to intervene to protect theselipupoods, more can be done to assist
individuals to realise the economic and social bendor themselves. This is clearly
recognised as a core part of the RES, where Aditi® seeksto develop the economic
benefits of the region’s natural economy througtidsealignment of environmental activities
and economic gainand work has recently been completed by the Fgr€tmmission for
Natural Economy Northwest exploring the links begwesnvironmental quality and multiple
deprivatior®.

Strengthening the relationship between environnhessets and economic prospects in rural
areas provides a clear opportunity for rural comities1to generate incomes from alternative

“2 http://www.nwriu.co.uk/documents/green_infrastret and_economic_benefits_-
_will_williams.ppt#352,1,Will Williams, Natural Emomy Northwest David Gluck, ECOTEC.

S TEP (2007) Identifying spatial relationships betweatural environment quality and multiple deprivat A
report to the Forestry Commission for Natural EcogdNorthwest
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(non-agricultural based) sources. In order fomthe do this, the public sector does (and
could do more to) enable and facilitate this, xaraple:

Ensuring rural residents have the necessary skdllel qualifications to
realise/maximize the economic value of environmemtssets, building on the
region’s FE assets in this field (for example, Mygarugh and Reaseheath Colleges)

Spatial planning and planning restrictions need b® sufficiently flexible in
recognition of new opportunities for the use of iemwmental assets (e.g. multi-
functional space, renewable energy) and to enalyld residents to quickly realise
the economic benefits presented by these oppddsinit

Green Infrastructure (GI) provides one mechanisrougjh which the relationship between
environmental assets in rural areas and the regienbnomy and communities (and their
health, quality of life and cohesion) could be sgthened further. Partners across the region
already recognise the value of Gl — for exampletuNs England have been tasked with
monitoring Gl and the proposed changes to the R@8Bide greater promotion of Gl and
multi functional spac¥) and Natural Economy North West is currently pilgtrural Gl
projects in Cumbria. Yet, more could be done tedrate theprovision of Gl needs into
spatial planning and economic development strasegiighe regional and sub-regional level,
as advocated by the North West Green Infrastructiniek Tank. And this also needs to
extend to theaccessibilityof Gl for both urban and rural communities — tlssuanption that
rural communities have better access to Gl, andefibie might require less attention in
policy-making, is a misconceptith

The carbon footprint of rural areas (and the driver s of this) varies across the
region, with implications for sustainability and th e spatial nature of policy
interventions.

On average, the carbon footprint of rural LADs (person) is higher than the regional and
urban average — although Significant Rural and R&faLADs are below the regional
average, and Rural 80 LADs are considerably abdue main reason for this appears to be
the sectoral composition of different types of fUrADs, as opposed to domestic or road
uses. In Rural 80 LADs, over half of all emissi@wsne from industrial uses (higher than in
other types of rural area and the regional averag#jch reflects a higher share of
employment in manufacturing and construction indR@&0 LADs (compared to other rural
areas and the regional average). This raisesignestround the environmental sustainability
of Rural 80 economies given their current sectonake-up, and may require particular
attention in policy to encourage and enable eneffigiency improvements to be made where
possible.

As might be expected, carbon emissions per penmsohigher in Accessible rural LADs than
Remote rural LADs, although this is not consisterbrrelated with high emissions from
road users. In Accessible Significant Rural LAR¢hére strong rural-urban interactions

44 This includes the release of employment land ker@ative uses such as Gl

45 SQW (2008) Rural Community Sustainability: Themathapter 6: Green Infrastructure. A report to AWM
http://www.advantagewm.co.uk/Images/Rural%20Comiy&si2 0Sustainability%20%e2%80%93%20Thematic%
20Chapter%206-%20Green%?20infrastructure%20(20080t¢4021.pdf
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exist) the proportion of CO2 from road users is\a&bthe regional average, and will therefore
have implications in terms of the environmentakainsbility of these high commuter LADs.
However, in Accessible Rural 50 and Rural 80 LAb® share of COemissions from road
users is actually below the regional average.

7.27 The carbon footprint of rural areas needs to berparated into spatial planning, and policy
responses need to be adopted depending on thel ¢actsas (which vary across different
rural areas). Whilst the share of Ogenerated by domestic users is low across rurald,AD
consideration also needs to be given to the enwiemtal implications of any policy to
encourage homeworking. Furthermore, the evidem@riggest that some rural areas make a
significant contribution to city region growth alspeeds to take into account the
environmental impact of commuting flows, and thesgible need for more sustainable
transport solutions to be prioritised within policy
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8: Implications for sustainable economic growth
and policy

In this final Chapter we consider how the currdatesof the rural North West compares to
desired outcomes for the region, and outline sohadlenging questions, tensions and trade-
offs which will need to be taken into consideratibrihe region is to achieve sustainable
growth in rural areas. This is followed by a dission of market and other failures present in
rural communities, based on the evidence and asailysthis report, where public sector

intervention is justified.

How does the current performance of the rural North West relate to
desired outcomes for the region, and for sustainable economic
growth in rural areas more broadly?

In order to answer this question, we provide ares®sent of performance against the six
desired outcomes of the Regional Rural Deliveryntéaork (which is a transformational
Action of the RES) below. This is followed by dission around the challenges, trade-offs
and tensions that the region will need to considémproving rural economic performance in
an environmentally and socially sustainable way.

Performance against desired outcomes of the RRDF

Maximising the economic potential of the region’s rural areas.

Rural areas perform well against strategic objestito raise employment (employment rates
have remained consistently high) but the produgtiof the workforce varies considerably
across the region. Data suggest that those irifi8mm Rural (especially Accessible) LADs
are successfully maximising their economic poténsiad making a considerable contribution
to regional economic growth — but some of the R@@lLADs are lagging behind and
arguably not operating to their economic potentialithout intervention, projections indicate
that these Rural 80 LADs will lag further behindydathe gap in performance between
Significant Rural and Rural 80 LADs will widen, wamg directly against this RRDF
objective.

Going forward, priority issues also include: raggitne productivity and workplace earnings
and improving the quality of jobs and job opporti@s in some rural areas; enabling higher
productivity and sustainability of homeworking amétro-businesses.

Supporting sustainable farming and food.

Business incomes for farmers in the North West rerhalow the national average, and farm
business incomes for cattle/sheep farms (espectalhge in LFAs) have plummeted.
However, the proportion of income from Agri-Enviroantal sources was higher than the
England average in 2006, which is an encouragingemowards more environmentally
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sustainable practices. Rural areas are securimghaspend per tourist, providing revenue
generating opportunities for those in land-basetbss.

Improving access to affordable housing for rural communities.

The relative increase of housing affordability oathas been slower in rural LADs than the
regional average, but affordability remains a kelonity for rural areas. The issue is
particularly acute in Accessible Rural LADs whehe Wifferential between workplace and
resident based earnings is greatest (with impboatifor targeting of affordable housing

policy).

Ensuring fair access to services for all communities.

Access to services continues to be an issue f@ nogmmunities across the North West,
though the issue is most acute in the sparsely lptguli areas of the region. Challenges
around accessing finance, medical services anccéoires are of particular note. Indeed,
approaching two-thirds of households in Sparseayél areas were over 4km from a bank and
from a free ATM.

Given ongoing pressures on the cost of fuel, thaiscof private transport to access key
services will potentially become increasingly peshhtic, especially for low income
households across rural areas. Providing equitadiiess to services in rural areas is crucial,
yet needs to take into account both issues of tyualilife and geographical factors that bring
people to, and retain them in, rural areas in it place. As such, policy responses need to
be flexible and innovative, and respond to the varyeeds of communities across the rural
areas of the region.

Empowering rural communities and addressing rural social exclusion.

The evidence from the most recent Index of Multipleprivation (IMD), suggests that
relatively, a small number of the region’s ruraas continue to suffer from considerable, and
in places severe deprivation — around 1% of thal IBSOAs across the region fall within the
10% most deprived in England. Further, approacB#mf all of the region’s rural areas fall
within the 20% most deprived in the country. Issaes most acute in the Town/Fringe Less
Sparse areas, which suggests policy interventibaslg focus here. Relative to the national
average, the data also suggest that in recent yfeamsiral North West has not improved, in
fact at an aggregate level there has been a madgtexioration between the IMD 2004 and
2007 in terms of severe deprivation.

Enhancing the value of our rural environmental inheritance.

Strong progress has been made to improve the emmdif the region’s environmental

inheritance, and rural areas generate a signifisiaate of income from tourists (especially in
terms of spend per tourist compared to the regiamatage). However, more needs to be
done to realise the true economic value of enviremiad assets — earnings in sectors which
maintain the natural environment are typically l@md arguably more could be done by the
public sector in recognition of the role that eowimental assets play in attracting inward
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investors and highly skilled workers to the regiosnd in community health and
sustainability.

Challenging questions for the rural North West goin g forward towards a SRS

In the table below, we attempt to outline somehef ¢hallenges, tensions and trade-offs that
will need to be taken into consideration and batanid future economic growth is to be
sustainable. Crucially, any future policy needssgitognise that (a) improvements in one area
(e.g. economic performance) may adversely effeng@ss against other strategic objectives
(e.g. carbon footprints) given the way in whichalu¢and urban) economies operate and
interact, and (b) different challenges and trads-apply to different types of rural area.
Developing the SRS will be a balancing act, andramess of these difficult issues (both
spatial and thematic) will be critical.

Table 8-1 Challenging questions

Economic performance

Reducing economic disparities: (a) reduce high relative differential in earnings in some rural areas, especially
Accessible LADs, and (b) increase the absolute levels of earnings in low wage economies in Rural 80 LADs
(and therefore reduce absolute differential with rural and North West averages)

How can the region ensure that rural areas contribute to and benefit from city region growth, without an
associated increase carbon emissions? How might factors such as increasing fuel prices and the Manchester
congestion charge influence these economic flows? Also, if investment is concentrated in cities, is there a risk
to social/leconomic sustainability of more remote rural areas?

In Accessible rural LADs, there is a challenge to provide job opportunities for residents who cannot/do not
participate in economic flows to maintain these rural economies and communities (as opposed to being
dormitory areas) and reduce risk of exclusion for those who do not participate in commuting flows.

Business & Flexible working patterns

Re-opening of the digital divide may work against efforts to encourage homeworking (which could improve
community and environmental sustainability) — how will this be dealt with?

Challenge in encouraging productivity growth in rural areas which have an over-representation of micro
businesses that are time/resource constrained (and therefore less likely to participating in training)

Innovation activity and investment tends to be focused in cities — challenge in how to disseminate to rural
businesses (especially in sparse rural areas, where there are lower ‘influencing’ effects but greatest need to
improve productivity).

Labour market and skills

Risk of leakage — If the public sector invests in raising skills in rural areas, especially those which are sparse
(where qualification levels are lowest), will those who are upskilled remain in rural areas (where at present there
may be limited high quality job opportunities) or will individuals move to cities where the choice for career
progression is greater

Maintenance of labour supply — especially in a context where the population is ageing and there is a risk of
migrants currently working in rural areas returning to their country of origin (which will hit some sectors harder
than others)

How can rural areas maximise the economic potential of older workers?
Environmental technologies — do rural residents have appropriate skills to take advantage of this opportunity?
Social & Quality of Life

Challenge to introduce innovative methods of service delivery in an economically viable way, but also reach all
(including those who are not ICT literate) equitably.

Environment & Infrastructure

Conflicting pressures on land use — employment and housing land — challenge in how to balance tensions (e.g.
if housing land supply increases to address affordability, will there be a corresponding increase in employment
land to provide employment opportunities for higher resident population?), whilst at the same time maintaining
the environment

Challenge to ensure planning regulations do not unfairly restrict business expansion (especially non-
agriculture/land based business) in rural areas without compromising environmental quality
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Challenge to address affordability issues, especially in accessible rural areas, in current economic climate
How can the economic benefits of environmental assets be realised in a sustainable way?

Ensuring rural residents have access to Gl, and that this is worked into policy — it is a misconception that rural
residents have better access

Energy inefficient homes — carbon footprint trade-offs/tensions if homeworking encouraged; higher risk of fuel
poverty

Co-ordination issues — questions around the ability of LAs/sub-regions to maximise economic benefits of
environmental assets

Source: SQW Consulting

Role of the public sector

The rationale for intervention in rural areas i$ porely economic. As part of the sustainable
development agenda, intervention is also justifisa grounds of environmental and
community sustainability. However, in the contektural areas, it is important to remember:

Issues, challenges and failures vary and intettadiffearent spatial scales and across
different types of rural area (as demonstratedutinout this report), and therefore
policy needs to be shaped accordingly and impleeteat an appropriate spatial
scale as part of the forthcoming SRS.

Economic performance will naturally differ acro$e tregion, depending on place-
specific strengths and weaknesses. This spaffafelice is not a failure in itself, as
long as it does not result in inequality of opparty or outcomes for individuals. In
some areas, businesses may be unlikely to reactugieity levels of those
elsewhere but they are important to community sushdlity nonetheless, and
therefore intervention may be justified on the grdsiof social equity.

Therefore, the case for public sector interventieeds to be based on robust evidence of a
market or other failure, and the extent to whictbljsusector intervention will lead to an
improvement against economic, social and envirotaherbjectives. Critically, in order to
be effective, the intervention needs to addressdlse (rather than symptoms) of a market or
other failure.

In the table below we outline the types of marked ather failures evident across the rural
North West, and give examples of where interveniti@y be justified based on the evidence
presented in this report. This is not an exhaadiat of where public sector intervention is

justified, and further primary research is requitedunderstand the nature and scale of
failures in different types of rural area to budd the secondary data analysis compiled for
this report.

58



State of the Rural North West 2008
Final Report — Volume 1

Table 8-2 Indicative market and other failures — and examples of applications to rural areas

Market and other
failures

Examples of issues in rural areas &
where intervention may be justified

Issues

Information & risk
failures

Spatial clustering
and growth factors —
growth externalities

Path dependency &
dependency on
single employers

Land, property &
infrastructure failures

Labour market
failures

Social, distributional
& equity (of outcome
and/or opportunity)

Underutilisation of ICT  Provision of
(or signposting to) training to improve
effective use of ICT (improve
productivity & profitability of
businesses)

Over-representation of micro-
businesses and lower productivity of
workers  The risk of investing in
training (where the benefits are not
known) is proportionally higher to micro-
businesses and, combined with time &
resource constraints, micro-businesses
are less likely to invest in training

Lower start-up rates  Promoting
enterprise and increase business start-
ups (to generate economic output and
provide employment)

Opportunities ~ Enable rural areas to
realise opportunities from new
technologies/crops etc in agriculture

Contribution of accessible rural areas to
city region growth  promoting rural
areas as an attractive place for highly
skilled workers to live

Reliance on declining sectors (e.g.
agriculture) for incomes
Diversification of economic base to
strengthen economy & improve
competitiveness

High dependence on nuclear sector in
parts of Cumbria

Limited supply of appropriate
workspace (e.g. office space low
compared to high share of employment
in sectors)

Skilled rural workforce (Better skills
and/or qualifications to increase
productive potential of labour force)

High differential between workplace and
resident earnings, and low workplace
earnings in some rural areas — and
associated implications for housing

ICT intervention should focus on the demand-
side only to encourage more effective and
productive use of ICT

This issue is common across all micro
businesses, but in rural areas the issue is
proportionally greater (given the over-
representation of micro-businesses) and the
challenge of providing business support/training
is greater due to sparsity of location

Important to have clarity to ensure interventions
complement those from elsewhere and that
duplication is avoided. Need to ensure co-
ordination failure not created with business
support provided via BL etc

This may be linked to labour market failures,
whereby gaps in the skills base create barriers
to maximising opportunities

The contribution of rural areas to economic
growth needs to be recognised more widely,
although this needs to be balanced against
carbon implications and local community
sustainability challenges

There may be an argument around the need to
encourage modernisation (rather than purely
diversification) of agriculture, and ensure
appropriate skills are still coming through into
the working age population to do this.

Employment is dependent on a single sector,
making the economy vulnerable to risk of shifts
in sector

Need to be clear on whether these constraints
are due to insufficient quantity and/or quality of
workspace, and why the private sector is
unable to address the issue themselves - and
the impact current planning systems have on
this (if the latter is unfairly restrictive it may be
an institutional, rather than market, failure).
The effectiveness of intervention here is
dependent on designing out displacement and
deadweight

Strength of rationale for intervention varies
considerably across different types of rural
areas (and what is needed varies spatially and
between firms and individuals). Risk of leakage
if efforts to improve skills are not matched by
creation of appropriate job opportunities (linking
these will be a more difficult challenge).

Links to growth externalities, and the need to
ensure labour has appropriate skills to realise
opportunities from new technologies/crops

Need to target activities towards those at
greatest risk of exclusion (i.e. in greatest need)
and provide services which can have greatest
impact on individuals’ and overall community
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Market and other Examples of issues in rural areas & Issues
failures where intervention may be justified
[ | — | - ] ] |
affordability sustainability to ensure effective use of public

. ) resources
Falling access to services — and

implications for social/financial

exclusion
Public goods Environmental assets such as uplands, Economic value of environmental assets and
SSSis etc the landscape more widely is undervalued
(particularly in the role it plays in creating a
positive image to attract highly skilled labour
and inward investment by businesses to the
region) and earnings of those involved in
maintaining environmental assets is typically
low wage
Health & Increase positive externalities (e.qg. Commuting flows are inescapable to some
environmental health benefits associated with extent in rural areas given the spatial
externalities recreation in the countryside) distribution of residents and jobs. This needs

to be managed sustainably but also realistically
as to not competitively disadvantage some
areas.

Decrease negative externalities (e.g.
CO; impact of private transport
commuting flows; carbon footprint of
industry sectors)

Source: SQW Consulting

8.15 Against this backdrop, the public sector has a eaofylevers at its disposal. Potentially,
fiscal and regulatory measures could deliver atgteal (both positive and negative). For the
most part, these are outside the ambit of regipaainers, but influencing the decisions of
central government will be crucial in seeking téeef change. In this context, anticipating
fully the impacts of, for example, increased fuetigls and climate change measures will be
imperative: rural conditions and contexts areedéht from urban areas and these need to be
recognised through regulatory impact assessmedtthariike.

8.16 For regional and local partners, a key issue véllibrelation to the use of both mainstream
and discretionary funding. Partners must ensuaettie former is “rural proofed”, but also
that the process of rural proofing is underpinngélvobust and contemporary understanding
of how rural communities actually work (and in thégard, the findings of this study ought to
be helpful).

8.17 With regard to discretionary funding, partners widled to recognise that available resources
are very limited and — wherever possible — sol#iamught to be delivered through
mainstream channels. In so doing, it will be intpot to recognise the diversity of rural
conditions, to intervene intelligently in responselear and evidenced market failures, and to
recognise that rural communities — and economigseavironments — must be allowed to
evolve over time: intervention must be about thenfiations for a better future.
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