EVALUATING ILOCAL ECONOMIC INITTATIVES : AN ASSESSMENT OF THE RURAL
DEVELOPMENT COMMISSION'S ADVANCE FACTORY BUILDING PROGRAMME

VOL 2

STEPHEN JAMES MARTIN

Doctor of Philosophy

THE UNIVERSITY OF ASTON IN BIRMINGHAM

June 1988

This copy of the thesis has been supplied on condition that anyone

who consults it is understood to recognise that its copyright rests
with its author and that no quotation from the thesis and no information
derived from it may be published without the author’s prior, written
consent.



Volume ITI
Chapter 14 Wider Effects Associated with the Early Stages of the Factory

Building Programme
1.0 Introduction 10
2.0 VWider effects associated with site acquisition 12
2.1 Impacts on landowners 12
2.2 Local land prices 12
3.0 Wider effects associated with site development 13
3.1 The displacement of existing on-site firms 13
3.2 Benefits to existing on-site firms 14
4.0 VWider effects associated with the construction of the

units 14

Temporary employment impacts 14

Demonstration effect 17

Over-supply of industrial premises 19

Wider effects associated with the occupation of the units
The impacts of changes of premises

Increased income of local authorities

Summary and Conclusions

Chapter 15 Wider Effects Associated with the In-Movement and Growth of
Occupant Firms

Introduction

The impact of linkages with suppliers

The locations of occupant firms’' suppliers

Linkages attributable to the programme

The locations of the matched firms’ suppliers

Causes of the low level of local supplier linkages
Increased experditure by employees of the firms in the
units

5 | Additional income in the target areas

2 Additional local expenditure

S Deductions at source

2.2 Non-disposable income

2.8 Benefits which would otherwise have been received

2

® oo o s e e
O N = O O N =

R B bo

O® QAN OO
EEEYRY

565 % 8 R



[P

g
]

aoR o
o T S )

X S e
OO0 oan

QWD DD
= O h QA H K =KL OO

e e e
O QN HODDDMDID

2.4
.2.B

[

X D

Employees living outside the case study areas 49
Local employees’ expenditure outside the case study areas 50
Total additional expenditure by employees in case study
areas 52
Market share displacement 54
Methodology developed and used in the present study 85
Local competitors 56
Alternative situations of the occupant firms which had

local competitors 57
The likely scale of local market share displacement 59
Labour shortages in the local economy 61
Local population size and structure 63
Summary and Conclusions 66
The Analysis of Programme Impacts Over Time

Introduction 69
Employment impacts of the programme by 1986 70
Jobs accommodated 71
Numbers of employees 71
Number of F.T.E. jobs 71
Employment densities 78
Jobs before and after programme implementation 76
New jobs to the case study areas 78
New jobs to the national economy 80
Anticipated changes in employment by 1988 8l
Number of occupant firms likely to move out of the case
study areas 82
Jobs likely to be accommodated in D.C. units by 1988 83
Number of F.T.E. jobs likely to be accommodated 83
Anticipated employment densities 85
Anticipated job gains to the case study areas by 1988 85
Changes in employment impacts 1984-1988 87
The need for longitudinal evaluation of employment impacts 87
Possible "employment ceilings" 88

The effect of different measures on findings ol
Types of jobs and employees accommodated in occupant firms
in 1986 93



6.0 Summary and Conclusions 98
Chapter 17 The Cost Effectiveness of the Programme

1.0 Introduction 100
2.0 Measures of cost effectiveness 101
3.0 The cost effectiveness of achieving low level objectives 103
4.0 The cost effectiveness of employment generation 106
4.1 The cost effectiveness of employement generation by 1984 107
4.2 Cost effectiveness of employment generation by 1986 109
4.3 Cost effectiveness of job generation by 1988 i 6
8.0 The cost effectiveness of achieving high level objectives 112
8.1 The cost effectiveness of producing impacts on the local
labour market 113
5.2 The cost effectiveness of producing demographic impacts 113
6.0 Comparisons with the cost effectiveness of other similar
programmes 114
7.0 Summary and Conclusions 115
Chapter 18 Comparison of Programme Effectiveness in Different Areas
1.0 Introduction 118
2.0 Comparison of programme performance in market towns and
villages 119
2.1 The scale of programme impacts 119
2.2 The cost effectiveness of the programme 126
3.0 Comparison of programme performance in different regions 127
3.1 Scale of programme impacts 128
3.2 The cost effectiveness of the programme 137
4.0 Summary and Conclusions 130
Chapter 19 Summary, Conclusions and Recommendations
1.0 Introduction 143
2.0 Summary of findings 143
g1 Programme costs 143
2.2 The additionality of the programme 144
2.3 Immediate impacts 144
2.4 Intermediate impacts 145
2.5 Employment impacts 146
2.6 Impacts on the local labour markets 147

2.7 VWider impacts 148
4



(v I v~ I T .
= O ©

© ® OB QD

mmmw»mpmmmuummmuugﬂ

RO NEY
o

2.1
2.2
2.3
.2
.2.5

Cost effectiveness
Differences between case study areas
Recommendations relating to methodology

Clear explanation of approaches
Hierarchies of objectives

Defining target areas

The identification of net impacts

The identification of net costs
Discounting costs and impacts

Measuring costs and impacts longitudinally
Indirect and unintended outcomes
Comparisons between programmes

Future research

Policy recommendations

Contimuation of the programme

Enhancing the performance of the programme
The location of factory units

Reducing delays in the development process

Providing a wider range of units of different sizes

Increasing occupancy rates
Selection of occupant firms

149
1580
152
154
154
156
187
158
159
180
16l
162
163
165
165
165
166
187
167
160
171

Enhancing the Commission’s performance management systems 172



Volume II

Table 14.1

Table 14.2
Table 14.3
Table 14.4
Table 14.5
Table 15.1

Table 15.2
Table 15.3
Table 15.4
Table 15.5
Table 15.6
Table 15.7
Table 15.8
Table 15.9
Table 15.10
Table 15.11
Table 15.12
Table 15.13
Table 15.14
Table 15.15
Table 15.16
Table 15.1%

Construction costs of units net of land prices
Construction employment impacts of the units

Previous locations of firms in D.C.units

Present uses of premises previously occupied by firms
in D.C.units

Rates paid by the occupant firms up to August 1984
The locations of occupant firms' suppliers

Local and non-local suppliers of the occupant firms
Comparison of local linkages of occupant and matched
firms

Proportion of matched firms' suppliers which were local
firms

Locations of matched firms' suppliers

Comparison of local linkages of different types of
firms

Local linkages by characteristics of founder of firms
Local linkages by type of activity

Additional income resulting from the creation of new
Jjobs

Goods and services likely to be bought in Market
Drayton and Ludlow

Proportion of income spent on goods and services
Proportion of disposable weekly income spent in local
area

Competitors identified by the managing directors of
the occupant firms

Occupant firms which had local competitors

Changes in turnover (1984-1986) in the firms which
would not have located in case study areas in the
absence of the programme

Changes in workforces of competitor firms 1980-1984
Market areas served by occupant firms and their

competitors

15
16

_l
4
37
a7

40
40

43

47

50

51

852

57

8 &



Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table
Table

Table

Table

Table
Table

Table
Table
Table
Table

Table

15.

15.

15.

18.

18.

18.

16.

186.

18

19

20

1

2

3

4

5

16.6

18.
16.

b
8

16.9

16.
18.

18.

16.

18.
16.

17.
p i 48
p & g

10
11

12

13

14
15

17.4

7 S

5

Recruitment problems experienced by the occupant and

matched firms 62
Employees’ responses to their perceived alternative
situations 64
Comparison of employees’ perceived alternative

situations to Hodge and Whitby (1979) 65
F.T.E. jobs accommodated in occupant firms in 1984

and 1988 72
Employment densities by case study areas in 1986 75
Changes in employment densities 1984-1086 76
Number of F.T.E. jobs created by the programme according
to the "before / after method" a4
Changes in the number of jobs "created" by the programme
according to the before / after method 1984-1986 78
New jobs to the case study areas 1986 80

Estimate of jobs gained by the national economy 1986 8l
Number of jobs likely to be accommodated in D.C. units

1088 84
Employment densities in factory units 1084, 1986 and

1088 88
Predicted changes in jobs accommodated 1984-1988 o1
Estimated percentage increases in jobs accommodated
1984-1988 o2
Employment impacts according to different measures of

Jjob creation 23
Rank order of case study areas in terms of job gains to
local area by 1986 M4
Types of jobs provided in the units 1984 and 1086 95
Age structure of employees of occupant firms 1984 and
1986 26
Net Costs of Factory Developments 102
Construction costs per unit area of floorspace 104

Cost effectiveness measured in terms of units occupied 105

Cost effectiveness measured in terms of floorspace

occupied 106

The cost effectiveness of employment generation 1984 108
]



Table

Table
Table

Table

Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table
Table

17.86

1T.%
17.8

18.1

18.
18.
18.
18.
18.
18.
18.
18
18.
18.
18.
18.
18.
18.
18.
18.
18.
18.
18.
18.
18.
18.

© 0 2 O 0 » O D

(oI o T o TR e R R [ o
O 0O 72 O O Bk A D = O

&S BREB

Average cost per job gained by the case study areas
1084

The cost effectiveness of employment generation 1986
Average cost per job gained by the case study areas
1086

Comparison of types of occupant firms in towns and
villages

Jobs accommodated in occupant firms

Expected employment change in occupant firms

Number and density of new local jobs
Number and density of jobs new to the national economy
Characteristics of employees of occupant firms 1984
Types of jobs accommodated in occupant firms 1084
Place of residence of employees of occupant firms 1984
Enployees’ previous employment situations

Average cost per new job in 1984 and 1986

Comparison of occupancy rates in different sub-regions
Numbers of jobs accommodated and employment densities
Employment changes in occupant firms 1084-1088

Number and density of new local jobs

Rates of increase in the numbers of new local jobs
Density and number of jobs new to the national economy
Rates of increase of new national jobs 1984-1988

Types of jobs accommodated in the units
Characteristics of employees of occupant firms

Place of residence of employees of occupant firms 1984
Previous employment situations of employees

Average cost per square foot of factory floorspace
Average cost per new local job

100
110

i1l

119

135
136

137
138
139



Volume
Fig 14.

Fig 185.
Fig 15.
Fig 15.
Fig 15.
Fig 15.
Fig 15.

Fig 15.
Fig 15.
Fig 15.
Fig 186.

Fig 16.

Fig 18.
Fig 18.

= O 0 O o &+ AN

N =

VWider Effects Associated with the Advance Factory

Building Programme 11
Raw Materials / Components - Market Drayton 28
Raw Materials / Components — Ludlow 20
Raw Materials / Components — Bakewell 30
Raw Materials / Components — Weobley 31
Raw Materials / Components - Leintwardine 32
Raw Materials / Components — Longnor, Ipstones and
Waterhouses 33
Services - Market Drayton 34
Services — Ludlow 35
Services — Bakewell 36
Enployment Change in Fimrs Occupying D.C.Units - Market
Towns Case Study Areas 73
Employment Change in Firms Occupying D.C.Units - Village
Case Study Areas 74
Employment change in firms occupying D.C.units 121
Employment changes in firms occupying D.C. units by
sub-region 131



CHAPTER 14 WIDER EFFECTS ASSOCTATED WITH THE EARLY STAGES OF THE
FACTORY BUILDING PROGRAMME

1.0 INTRODUCTICON

The Development Commission sees itself as having a catalytic role. It
interds that the construction of advance factory units will have knock-on
effects which will "multiply" the impact of its original investment in the
target areas. This, it is hoped, will help to lead to the achievement of
the final objectives of the programme, which include enhancing the
attractiveness of the target areas as places in which to live and work,
thereby maintaining a "viable" population size and structure in these
areas, (Figure 5.1). A range of wider impacts (both positive and negative,
and intended and unintended) may have occurred at different stages in the
advance factory building programme’s development process, (Figure 14.1).
Many of these have been overlocked in previous evaluations, and since they
may have had a considerable influence on the effectiveness of the
programme, this may have been a serious omission.

In the present study an attempt was therefore made to identify and
measure the wider impacts which had occurred at each stage in the
development process. This chapter analyses the findings which were reached
regarding the nature of the wider impacts associated with the earlier
stages in the development process: site acquisition, site development, and
the construction and occupation of the factory units. Chapter 15 discusses
the impacts which occurred at later stages in the development process as a
result of the growth of the firms which had occupied the units.
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FIGURE 14.1
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2.0 WIDER EFFECTS ASSOCTATED WITH SITE ACQUISITION
2.1 Impacts on landowners

The first potential beneficiaries of the construction of the advance
factory units in the case study areas, were the owners of the land on which
the units were built. The evidence gathered in the present study suggests
however, that unlike some programmes from which both private and public
landowners have derived considerable profits, (for example the Urban
Development Grant Programme, PSMRC 1988), the D.C.’'s advance factory
building programme, had not led to particularly important benefits for the
individuals and firms which owned the case study sites. Most of the sites
had previously belonged to local authorities who had passed the land to
the Commission at cost price or cheaper, and had not therefore benefitted
from its sale, and there was no evidence that the three sites which were
previously in private ownership had been sold to the Commission for more
than their market value.

2.2 Iocal land prices

It was possible that the demand for case study sites, stimulated by the
programme, had enhanced local land values, thereby benefitting landowners
more generally. This was however unlikely because most of the sites had
been bought from local authorities at relatively low cast, and because the
scale of the developments was so small. The English Estates and local
authority officers who were interviewed in the course of the present
research did not believe that the programme had had any impact at all on
local lard values in the case study areas and it seemed clear that this
potential wider effect could therefore be disregarded.
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3.0 VWIDER EFFECTS ASSOCIATED WITH SITE DEVELOPMENT

3.1 The displacement of existing on-site firms

Most of the sites on which the units had been built were either vacant
or used as farmland prior to their acquisition by the Commission. Since
most of them were very small, (none were more than a few acres in size),
the loss of land by the farms in question was likely to have had little
impact on their profitability or on the number of people they employed. The
only instance in which it seemed there may have been any significant
disruption of pre-existing activities was the development of the Station
Road site in Bakewell. Prior to the construction of the factory units, the
site had been occupied by seven businesses which included two car repair
workshops, a haulage firm, a scrap merchant, a monumental masons, a
plasterer and a coal merchant. The managing directors of each of these
firms were therefore interviewed in order to discover what impact the
development of the site had had upon their firms.

These interviews demonstrated that only one firm was likely to have
experienced any problems as a result of the development. Three of them had
been forced to move to the edge of the site but had continued to operate
from the Station Yard site, and claimed not to have suffered any adverse
effects as a result of the construction of the units. Two of the firms had
moved onto a site owned by the local authority, less than a mile from the
Station Yard site, and another had moved to Darley Dale. None of these
reported any problems as a result of their relocation. The only firm which
might have been adversely affected was therefore the plasterers. This
business could not be traced, and was known by the local authority officers
who were interviewed in the course of the present research, to have
encountered difficulties in finding new premises. However, since this firm
employed only two people, even if it is assumed that it went out of
business as a result of being forced to move from the site, it is clear
that the disbenefits associated with the redevelopment of the Station Yard
site had been minimal.

13



Further, several other agencies had plans for the development of the
Station Road site, one or more of which would certainly have been put into
effect if the units had not been built, (Peak District National Park
Planning Board, personal communication, 1984, section 2.3 chapter 8). It
was clear therefore that the firms would probably have been forced to move
even if the D.C. units had not been built, and it is therefore doubtful
if any disbenefits which may have occurred as a result of the displacement
of the plasterer can be considered to be net impacts of the programme.

3.2 Benefits to existing on-site firms

As shown in the preceding section, some of the firms which previously
occupied the sites on which the units were built were not displaced by the
programme. However, they are unlikely to have benefitted from the
programme. The only possible exceptions were two cases where access to
their premises had been improved by the provision of new service roads
which were provided as part of the factory building programme.

4.0 VWIDER EFFECTS ASSOCIATED WITH THE CONSTRUCTICN OF THE UNITS

4.1 Temporary employment impacts

Construction companies, architects, and surveyors had all been employed
in the construction of the units, and if these had been local firms it was
likely that the construction phases would have had employment and income
effects in the case study areas. The only previous study in which an
estimate of the employment impacts of the construction of the units was
taken into account was that conducted by Hodge and Whitby (1979). Their
estimate was based on the total labour costs of the construction of the
units which they were studying, divided by the average wage in the
construction industry. This was clearly no more than a very approximate
estimate of the employment impact, and in the present study, a slightly
different approach was therefore developed. This used the detailed
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estimates concerning the mumber of F.T.E. jobs which are provided for each
£1,000 spent on the construction of small industrial units which are
provided by the research conducted by the Building Research Establishment.

The estimated cost of providing one F.T.E. job for one year through the
construction of small industrial units was calculated by the B.R.E.
researchers to be between £27,000 and £ 28,000, at 1984 prices (DOE
personal communication 1988). Since the average working vear in the
construction irdustry is, according to the B.R.E., between 250 and 260
days, it follows that each £ 1,000 spent on the construction of small
industrial units will generate appraximately nine man / woman days of
employment. Using these figures, it was possible to calculate the
approximate number of man year F.T.E. construction jobs that had been
created by the construction of the units in the case study areas.

The costs on which the B.R.E. estimates are based include both labour
ard material costs, but not the price of lard acquisition. The construction

costs for the eight case study areas at 1984 prices were as shown on table
14.1.

Table 14.1 Construction costs of units net of land prices
Case study area Cost (1984 prices)
Market Drayton £ 820,446
Ludlow £ 555,487
Bakewell £ 451,808
Weobley £ 218,344
Leintwardine £ 170,044
Ipstones £ 302,218
Waterhouses £ 243,188
Longnor £ 157,356
Total £ 2,937,739

Source : English Estates records 1984
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According to the B.R.E. estimates, the approximate mumber of jobs which
had been created in the construction of the units, was therefore as shown
on table 14.2.

Table 14.2 Construction employment impacts of the unitsg

Case study area Man day F.T.E. jobs Man Year F.T.E. jobs
Market Drayton 7,465 9.9
Ludlow 4,909 20.0
Bakewell 4,088 16.3
Weobley 1,065 7.9
Leintwardine 1,620 6.5
Ipstones 2,720 10.9
Waterhouses 2,188 8.8
Longnor 1,416 5.7
Total 26,430 106.0

It was clear that a significant number of temporary jobs were likely to
have been created as a result of the construction of the factory units.
There was no evidence that the units would have been built in the absence
of the programme, (section 4 chapter 8), and most of these jobs were
therefore likely to have been new to the national economy. The fact that
previous researchers have frequently overlooked them, sugdests that in the
past the employment impacts of the programme may have been significantly
underestimated. However, since the main aim of the programme was to benefit
the target areas, the most important consideration was the extent to which
the temporary jobs were likely to have been taken by local people. This
important distinction has been overlocked by previous researchers (c.f.
Hodge ard Whitby 1979).

The English Estates officers who were interviewed in the course of the
present study, stated that although the contractors used to build ard
maintain the units were usually based in the same region the units
themselves, there was no positive discrimination in favour of local firms.
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Records concerning the locations of the contractors which had built the
units were available for only two of the case study areas, Ipstones and
Iongnor. However, these confirmed that local firms had not been used to
build the units in either area. The builders of the units at Ipstones were
based in Newcastle under Lyme, the architects were from Ashbourne, the
surveyors were based in Warrington, and the engineers in Sheffield. The
architects responsible for the units built in Longnor were based in
Wirksworth, and the builders came from Buxton. According to English Estates
officers the construction companies rarely sub-contracted out the work to
local firms, and it is clear therefore, that few if any of the 100 or So
man / women year F.T.E. construction jobs provided were likely to have been
taken by people living in the case study areas.

4.2 Demonstration effect

The Commission sees its main role as providing some initial finance for
factory developments, and hopes that the success of these will encourage
the private sector (and other public agencies) to sponsor further
developments in the target areas. There is evidence that in some areas this
has in fact happened, (for example, in Leek in Staffordshire), (Tricker and
Martin 1985), but such a response was not evident in any of the case study
areas. There were a few privately funded industrial developments in the
case study areas, (section 4 chapter 8), but these had all been underway
before the D.C. had even given approval for the finance to build factory
units, and were therefore very unlikely to have been inspired by the
Commission’s example.

Neither is there any evidence of greater local authority involvement in
the provision of industrial premises in the case study areas, following
construction of the units. Several of the local authorities portrayed
themselves as having actively partnered the D.C. and English Estates in
their programmes, but in reality their role has usually been limited to the
original application for assistance, the granting of planning permission,
ard in some instances the sale of the land and / or the servicing of the
site. Even in cases where the authority has serviced the sites, the cost of
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this was usually passed on to the D.C. in the form of an increased purchase
price for the larnd.

The generally passive attitude of local authorities i1s in marked
contrast to that of some urban authorities, which have, in recent years,
adopted a much more pro-active stance. This is a reflection of their
political complexion amnd traditional attitudes towards the +type of
activities which are considered to be appropriate in rural areas, (section
7 chapter 2).

The lack of response from the private sector is not altogether
surprising. large development companies and financial institutions seek
sourd investments with high yields, and industrial property developments in
marginal rural areas offer neither of these. One of a developer’'s first
requirements is a readily available site which can be developed without a
great deal of preparatory work. There are very few of these in the case
study areas. The shortage of sites, has meant that in some of the areas
wvhere the finance for advance factory units was approved by the D.C. a
decade ago, development has still not taken place, (section 3.3 chapter 9).
Even where they are available, rural sites usually require major up-front
experditure, to service them and private developers are unwilling to
undertake this without the prospect of substantial returns. Similarly,
local authorities prefer to hand over the few sites that are available to
the D.C. rather than developing them themselves. None of the case study
areas had Assisted Area status and this may also have discouraged private
sector investment.

The 1986 survey of the occupant firms, undertaken as part of the present
study, showed that many local firms were keen to build their own premises,
and that several believed that it was the only way in which they would be
able to continue to expand without moving out of the case study areas.
However, most were unable to do so either because of the lack of suitable
sites, or because they could not raise sufficient finance. It seems clear
therefore, that the Commission could help to promote private developments
in the case study areas, by providing sites for small and medium-sized
businesses which had outgrown the units which they occupied, and in some
cases, by providing the financial assistance to enable them to build their
own premises. These firms could then move out of the D.C. units, releasing
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these for the use by new small firms. This strategy would have the merit of
not involving the Commission directly in the provision of large premises,
which it has in the past regarded as a high risk activity.

4.3 Over-supply of industrial premises

It is possible that initiatives such as the advance factory building
programme which involve the use of public funds to provide new premises,
may create an excess supply of premises in the local area. In these
circumstances, the publicly funded developments may attract tenants which
would otherwise have moved to existing privately owned sites, thereby
taking potential revemue away from private developers. However, the
evidence collected in the course of the present research clearly shows that
there was an undersupply of premises in all of the case study areas,
(section 4 chapter 8), and that it was therefore highly unlikely that the
provision of the D.C. units had displaced private developments.

5.0 WIDER EFFECTS ASSOCIATED WITH THE OCCUPATION OF THE UNITS

5.1 The impacts of changdes of premises

¥hen firms moved to the D.C. units, the premises which they previously
occupied became available to other firms. Firms which moved into these
vacated premises, may in turn have vacated their previous premises, which
would then be available to other firms. Although previous studies of the
programme have ignored the possible effects of these changes of premises,
it is clear they could have had a significant impact on a considerable
mmber of firms, both within and outside of the target areas, and that they
should therefore be included in evaluations of the advance factory building
programme and other similar initiatives.

The survey of the occupant firms during the present study showed that
half of them had, as a result of moving to the D.C. units, vacated the

19



premises which they had previously occupied. Of the remainder, 15 had
started up in the D.C. units, 3 had continued to operate from their
previous premises having opened branches in the units, and 2 had previously
operated from home, (table 14.3).

Table 14.3 Previous locations of firms in D.C. units

Previous location Number of firms % of sample
Premises in local area 10 25 %
Premises outside of local area 10 25 %
D.C. premises used as branch factory 3 8 %
Operated from owner'’s home 2 5%
Started up in D.C. units 15 38 %

Source : Survey of occupant firms 1984

The owners of the premises which the firms had vacated, were contacted
in order to discover what had happened to them since the firms had moved
out. In this way it was possible to obtain accurate information about the
use being made of 14 (70 %) of the premises which had been vacated by firms
which had moved to the D.C. units. By 1984, six were occupied by other
firms, five were vacant, two were in non-economic use arxd one had been
demolished, (table 14.4). The type of premises involved varied enormously.
They included farm outbuildings, the backyard of a public house, a
Pentecostal church hall and the corner of a field. Many were not therefore,
ideal locations for small businesses, and it is not surprising that less
than half were in economic use by 1984.

In spite of their unsuitability, many of these premises had nevertheless
been re-let after being vacated by the firms which moved to the units,
and this confirmed that as concluded in section 4 chapter 8, there was a
general shortage of industrial premises in the case study areas. Prior to
the D.C.'s intervention in the local property markets, it seems that the
only premises available for rent tended to be poor quality buildings many

20
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of which were not suited to industrial uses, and in which activities were
being undertaken without planning permission.

Table 14.4
Present use
Occupied 6 30 %
Vacant 5 25 %
Non economic use 2 10 %
Demolished 1 B %
Not known 6 30 %

Source : Survey of replacement firms 1984

Ten of the firms in D.C. units had previously occupled premises in the
case study areas. The present uses of all of these were traced, and it was
fourd that in 1984, five were occupied by other firms, two were not in
economic use, two had been retained by the firms which had moved into the
D.C. units, axd one had been demolished. The managing directors of the
firms in the five premises which were occupied were interviewed to find out
what effect moving to the premises had had upon their firms. These
interviews revealed that two of them had taken on a total of nine new
workers, whom they would not have been able to employ if the premises had
not been available. Nine F.T.E. jobs which were new to the case study
areas, had therefore been created by the first round of changes of premises
resulting from the provision of the D.C. units.

Similar interviews were conducted with the firms which occupied premises
outside the case study which had been vacated by firms moving to the D.C.
units. These revealed that one of them had, as a result of moving into the
premises, taken on 4 F.T.E. workers which it would not have employed if
their new premises had not been available. If this figure was factored up
to allow for the fact that it was not possible to find out what use was
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being made of six of the premises which had been vacated by firms moving to
D.C. units, (all of which were located outside the case study areas), it
was likely that a further 6 F.T.E. jobs had been created as result of the
availability of the premises vacated by firms now in D.C. units. In total
approximately 19 F.T.E. jobs were therefore likely to have been created as
a result of the premises changes initiated by the provision of the
D.C. units.

Clearly, it was possible that the firms moving into the premises which
had been vacated by firms which had moved to the D.C. units, might in turn
have vacated their previous premises, which may then have been used by
other firms. However, it was also apparent that if these second round
changes were similar to the first round, such changes would involve only
two or three firms, and therefore have had only a minimal effect. Previous
research indicates that this is likely to be the case. For example, the
work of Valente and Leigh (1982) suggested that the sequences of premises
changes initiated by the provision of advance factories in urban areas were
very short. Tracing these further changes would have been a time consuming
process, ard since their exclusion was very unlikely to have a significant
effect on the findings of the present study, it was decided to disregard
them. It was clear however that a modest number of new local jobs had been
created as a result of the first round knock-on effects of the premises
changes, and that since previous researchers have not taken these into
account, it is likely that they have underestimated the effectiveness of

5.2 Increased incame to local authorities

Some American researchers have emphasised the potential fiscal benefits
which may accrue to a local area as a result of rural industrialisation,
(section 2.3 chapter 4), and it has been claimed by some evaluators that
such benefits might result from the advance factory building prograxme, for
two reasons. Firstly, it has been argued that the attraction of in-moving
firms to the D.C. units will have increased the rates received by local
authorities. Secondly, it has been claimed that if the programme has led to
a reduction in local levels of unemployment, this will have reduced the
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level of housing benefit, anxd rate and rent rebates which the local
authorities have had to pay.

An analysis of local authority rating records undertaken in the present
study showed that by August 1984, the occupant firms had paid a total of
epproximately £ 100,000, (table 14.5). Scme researchers would therefore
have subtracted this amount from the costs of the programme, thereby
increasing its apparent cost-effectiveness. However, a closer examination
of the way in which local authority funding actually operates, shows
that this procedure carmot be justified, because the level of rate support
grant which is paid to local authorities deperds in part upon the level of
income that they receive from local residents and businesses. Any increase
in the level of local rate income is therefore offset by an equivalent
reduction in the level of R.S.G. and has no affect on the amount received
by the local authority in question. The only exception to this relates to
cases where the local authority is "in penalty", when increased rates
incame would be retained by the Government.

Since none of the local authorities which were responsible for the case
study areas had been in penalty up to 1984, it was clear that they would
not have benefitted from the rates paid by the occupant firms. Further,
it was made clear by the Treasurers’ Departments of the local authorities
vhich were contacted in the course of the present research, that the rates
paid by the occupant firms were such a small proportion of their total
rates income that even if their authorities had been in penalty the extra
income would have been insignificant.

The Treasurers’' Departments also claimed that the amcunts which the
local authorities had saved as a result of the reduction of unemployment by
the programme were also insignificant, because the D.H.S.S. reimburses
local authorities with between 80 % and 100 % (the exact amount depexds on
the type of benefit involved), of any benefit payments it makes.
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Table 14.5 Rates paid by the occupant firms up to August 1gg4

Location Rates received
Market Drayton f 55,436
Ludlow £ 5,878
Bakewell £ 6,470
Weobley £ 15,080
Leintwardine £ 4,922
Ipstones f 11,400
Waterhouses £ 2,420
Longnor £ 1,740
Total £ 103,095

Source : Local authority rating records up to 1984

It is clear therefore that savinds to local authorities had not been a
significant benefit of the advance factory building programme. In most
instances it was doubtful that savings of any sort had been made, azd in
the few cases where they may have been, they were likely to have been so
small as to be of very little significance to local authority finances,
which are primarily determined by central govermment's decisions regarding
R.S.G. allccations, rather than by chandes in the local rate base.

6.0 SUMMARY AND OONCLUSICHS

The results of the present study indicated that the wider effects
associated with site acquisition, site development, construction ard
occupation of the units had been negligible. There had been no discernable
affect upon local land values, and little benefit to the previous owners of
the sites on which the units had been built. Few if any, of the firms which
had previously occupied the sites on which the units were built had been
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adversely affected by enforced moves to other locations. Although
approximately 100 man / woman year F.T.E. jobs had probably been created by
the construction of the units, it seemed that very few were likely to have
been taken by people living in the case study areas. There was no evidence
that the units had encouraged similar private sector developments, since
neither the local authorities nor the private sector had, as a result of
the initiatives, undertaken new building in the case study areas. The
occupation of the units had made some local premises available, as the
firms which had previously occupied them had moved to the units. There was
no evidence however, that the local authorities in the case study had
derived extra income as a result of the programme, and it seems clear that
they are very unlikely to do so in the future.

The present study was the first attempt to measure the impacts
associated with the earlier stages in the development process empirically.
Although it is clear that those associated with the case study projects had
been insignificant, it 1is possible that in other areas, or other
programmes, they may have been more important, and they should therefore be
taken into account in all evaluations rather than assuming that they are
insignificant, as have most previocus researchers.
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CHAPTER 15 VWIDER EFFECTS ASSOCIATED WITH THE IN-MOVEMENT AND GROWTH
OF OCCUPANT FIRMS

1.0 INTRODUCTICN

The later stages in the advance factory building programme’s development
process were likely to have a number of wider impacts, (Figure 14.1). Some
of these may have had a greater impact on the extent to which the
programme’s objectives were achieved, than the direct impacts considered in
earlier chapters, and it was therefore important to take account of them.
In previous studies, measures of many of these wider effects have been
based largely on assumptions about their likely scale, rather than upon
accurate empirical work. As a result, little is known about their true
size or importance. In the present study, an attempt was therefore made to
develop approaches which were based, at least in part, on empirical
neasurement, and which were therefore likely to provide more reliable
information about the wider effects of the programme than has previously
been gathered.

2.0 THE IMPACT OF LINKAGES WITH SUPPLIERS

As well as providing new job opportunities in the D.C. units, the
Commission anticipates that the programme will indirectly create new local
Jjobs as a result of the linkages which exist between the occupant firms and
their suppliers. It might be expected that by encouraging occupant firms to
expand, the advance factory building programme will cause them to purchase
more goods and services from their suppliers. As a result of this, the
firms’ suppliers should also increase their turnovers, and as a result
recruit more workers. However, research undertaken in North America has
suggested that very few firms based in rural areas purchase their supplies
locally, ard that as a result, rural economies are particularly “leaky",
(section 2.2.2 chapter 4). Since the target areas of the advance factory
building programme are small and tend to be underindustrialised, 1t is
unlikely that many of the occupant firms’' suppliers are located in them.
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As a result it seems likely that most of the impact of increased purchases
by occupant firms will have leaked out from the target areas.

However mcst previous evaluators of local economic initiatives in the
U.K. have overlocked this, and have assumed that regional multiplier
values can be used to provide an accurate estimate of the size of the
employment effect which is likely to have resulted from increased purchases
by the occupant firms. It seems likely therefore, that they have over-
estimated the significance of such knock-on employment impacts. In the
present study, rather than relying on regiomal multipliers, an attempt was
made to assess the likely importance of increased purchases by the occupant
firms, on the basis of detailed data regarding the location of their
suppliers.

The indirect employment effects of the programme were not the main focus
of the present work, and there was therefore insufficient time available to
develop an approach which enabled the employment effect of increased
purchases by the occupant firms in each of the case study areas, to be
quantified. However i1t was at least possible to develop a "feel" for the
likely size of these impacts, and thus to reach some tentative conclusions
about the extent to which the programme had benefitted local firms which
had not occupied the D.C. units.

2.1 The locations of occupant firms’ suppliers

In the course of the first survey of occupant firms, their managing
directors were asked about the location of all their main suppliers, and
the extent to which their firms suppliers had changed since they moved to
the D.C. units. The information they provided showed that, as had been
expected, the degree of linkage between the occupant firms and other local
businesses was rather low. Very few of the firms used local suppliers of
raw materials and components, (table 15.1, Figures 15.1 to 15.6). Some of
the occupant firms used local firms for services such as banking and
transport, (table 15.1 and Figures 15.7 to 15.9), but the majority used
non-local suppliers even of these services, (table 15.2).
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