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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.

10



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.

16



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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Table 15.1 The location of occupant firms' suppliers

Local area County Region U.K. Abroad
Raw materials 2 4 8 23 =
Camponents 4 12 8 34 5
Transport 24 15 11 12 0
Legal 11 12 5 10 0
Financial 8 16 5 11 0
Bank 15 15 % 6 0
Printing 13 18 4 5 0
Advertising 8 8 2 7 0
Other 8 7 2 2 1
Total g1 105 49 110 10
Source : Survey of occupant firms 1984
Table 15.2 Local and non-local suppliers of the occupant firms
Iocal firms Non-local firms
% %
Raw materials 2 (8 39 (958)
Components 4 (8) 89 (94)
Transport 24 (39) 38 (61)
Legal 11 (29) 27 (71)
Financial 8 (20) 32 (80)
Banking 15 (38) 25 (82)
Printers 13 (34) 25 (68)
Advertising 6 (28) 17 (74)
Other 8 (40) 12 (80)
Total 91 (25) 274 (78)

Source : Survey of occupant firms 10684

37



2.2 Linkades attributahle to the programme

The present work showed that the level of linkage between the occupant
firms and other local businesses was low, but since the availability of the
D.C. units was known to have attracted firms into the case study areas,
(section 2.1 chapter 11), it was likely that it had nevertheless led to
increased business for some suppliers based in the target areas. The
results of the 1984 survey indicated that sixteen of the occupant firms
would probably have located in the case study areas even if the units had
not been provided, (section 2.1 chapter 11), and it seemed unlikely that
their choice of suppliers had been affected by the programme. However, it
was equally unlikely that many of the remaining firms would have used
suppliers from the case study areas in the absence of the programme, since
four of them would probably not have existed by 1984 if the D.C. units had
not been available to them, and the rest would have located outside the
case study areas, (section 2.1 chapter 11).

Between them these 24 firms used 59 local suppliers, which was 45 % of
the total number of local suppliers used by the occupant firms. Therefore,
although the mumber of linkages between the occupant firms and local
suppliers was relatively small, nearly half of those which did exist had
probably been established as a result of the programme. Few of the
in-moving firms had changed suppliers since moving into the case study
areas, (section 2.4 below). The main impact of the programme had been to
encourage new firms to develop local supplier linkages.

2.3 The locations of the matched firms’ suppliers

In order to find out whether the low level of linkage between the
occupant firms and local suppliers was typical of other local firms, the
linkages between local firms and the occupant firms was compared with those
which existed between local suppliers and the matched firms. Information
about the location of their suppliers was obtained from the managing
directors of the matched firms during the course of the interviews which
were conducted with them in 1984. The data which was collected showed that
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the matched firms had a larger mumber of local suppliers than the occupant
firms, and that a greater proportion of their suppliers were based in the
local area, (table 15.3). A majority of the matched firms (56 %), used
local garages, haulage firms and other transport services, 59 % used local
printers, 85 % used local solicitors, 52 % used local banks and 44 % used
local accountants, (table 15.4). However, only one of the matched firms
obtained raw materials fram a local source, and none used local component
suppliers. In total 46 % of their suppliers were based in the same local
areas as the matched firms themselves, (table 15.5).

% suppliers based in local area Number of local suppliers

Occupant Matched Occupant Matched
firms * firms firms * firms

Raw materials 1% 6 % 1 1
Components 4 % 0% 2

Transport 36 % 65 % 13 15
Legal 41 % 58 % 11 15
Financial 30 % 40 % 8 12
Banking 52 % 52 % 14 14
Printing 38 % 62 % 10 16
Other 46 % 33 % 7 8
Total 28 % 44 % €6 81

* occupant firms in market town case study areas only

Source : Surveys of occupant and matched firms 1984
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% %
Raw materials 1 (®) 15 (94)
Components o (@ 43 (100)
Transport 15 (65) 8 (38)
Legal 15  (s8) 11 (42)
Financial 12 (40) 11 (42)
Banking 14 (52) 13 (48)
Cleaning 1 (50) 1 (50)
Printing 16 (82) 10 (38)
Building 5 (100) o (O
Other 2 (33) 4 (e8)
Total 81 (44) 103 (88)
Source : Survey of matched firms 1084
Table 15.5 Locations of matched firms' suppliers
Local area County Region U.K. Abrocad
Raw materials 1 2 & 0
Components 0 5 8 8 2
Transport 15 2 2 2 2
Legal 15 0 9 2 0
Financial 12 5 8 5 0
Banking 14 1 10 2 0
Cleaning 1 1 0 0 0
Printing 16 4 6 0 0
Building 5 0 0 0 0
Other 2 1 2 1 0
Total 8l 21 49 29 4
% 44 % 11 % 27% 16 % 2%

Source : Survey of matched firms 1984
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2.4 Causes of the low level of local supplier linkages

There are a mumber of possible explanations of the fact that the
occupant firms had so few local suppliers, and of the differences between
the occupant ard the matched firms. Firstly, by 1984, the occupant firms
had been located in the units for an average of less than two years,
whereas the matched firms had on average, been located in their present
premises for almost nine years. It was possible therefore that the
differences between the two groups, were at least in part, a result of the
fact that occupant firms had not been located in the target areas long
enough to develop linkages with local firms.

If this was the case, then it would be expected that the firms which had
been located in the case study areas the longest, and had therefore had the
longest time to establish links with other local firms, would have the
largest mumber of local suppliers. It would also be expected that the new
and in-moving firms in the units would develop increasing linkages with
local suppliers over time. There was however little evidence of either of
these two trends having occurred in the case study areas.

In 1984, 19 of the occupant firms had been located in the case study
areas for more than three years, and between them, these firms used a total
of 188 suppliers, 26 % of which were based in the case study areas. The
twenty one firms which had been located in the case study areas for less
than three years by 1984, used 177 suppliers, and 24 % of these were
located in the same local areas as the occupant firms which they supplied.
By 1986, only five firms had changed any of their suppliers since moving to
the units, and two of these had decreased rather than increased the number
of local suppliers which they used. In both cases this had been because the
non-local firms’ prices had been more competitive than those of the local
companies which they had previously used.

A second possibility was that occupant firms had not used local
suppliers simply because suitable firms did not exist within the case study
areas. While this was undoubtedly true of raw material and component
suppliers, it is not a satisfactory explanation of the low level of linkage
between the occupant firms and local banking, accountancy, legal and
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printing services, all of which were available within the case study
areas.

A third possibility was that the differences between the matched and
occupant firms was caused by the fact that many of the in-moving occupant
firms had historical lirks with suppliers outside the case study areas. The
managing directors of many of these firms reported that they preferred to
use established suppliers rather than untried local firms, and this was
reflected in the fact that the in-moving firms had far fewer local
suppliers than either the irdigenous or the new firms, (table 15.8). Since
a larger number of the occupant firms were in-movers than was the case for
the matched firms, (23 % compared to 4 %), it follows that a larger number
of these had historical links with non-local suppliers, than did the
matched firms.

Table 15.8

Origin of firm Local suppliers Non-local suppliers
mumber % mumber %
New firms 43 35 % 80 65%
Indigenous firms 37 25 % 111 75 %
In-moving firms I 12 % 83 88 %

Source : Survey of occupant firms 1984

Fourthly, the present study sugdested that many of the managing
directors of the occupant firms had chosen to use suppliers which were
owned and / or managed by personal friexis of theirs. This sort of
"networking" was particularly common in cases where the founders of the
occupant firms were first time entrepreneurs, who had previously worked for
another firm in the same industry, and therefore relied on their former
contacts for supplies. As a result, firms which had been founded and were
owned by local people used far more local suppliers than firms whose
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founders lived outside the case study areas or had worked outside the case
stucy areas before setting up the firm.

The greater propensity of local owners and managing directors to use
local suppliers is reflected in the fact that in-moving firms had fewer
local linkages than indigenous firms, and that the new firms which were
founded by local people also had more local suppliers than the new firms
whose fourders came from outside the local areas. On average, more than a
third of the suppliers of occupant firms which had been fourded by local
people were based in the case study areas, whereas only 14 % of the
suppliers of firms which had been founded by non-local people were local
businesses, (table 15.7). The firms which had been fourded by local people
used an average of 2.9 local suppliers each, whereas those owned by non-
local people used an average of only 1.4 local suppliers each. The
differences between these two groups of firms is statistically significant
at the 0.01 level of probability.

Table 15.7

Fourder / owner Local suppliers Non-local suppliers

characteristics mumber % number %
Local 69 34 % 137 66 %
Non-local 22 14 % 137 86 %

Source : Survey of occupant firms 1984

A fifth reason for the low level of local supplier linkages was that it
is usually the suppliers of materials and components which meet the cost of
delivery, and it was not in the interests of the occupant firms in the
units to buy locally when they could obtain their supplies from larger,
well established nationally-based firms at no extra cost. This seems to
have been particularly true because, at the time of the present study, the
national economy was in the grip of a severe recession, and most suppliers
were willing to travel considerable distances in order to secure orders.
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Sixthly, three of the firms in the units were owned by much larger
companies, whose products they distributed, and in these cases suppliers
were chosen at company headquarters, which were based outside the local
area. There was therefore, no particular reason for these firms to choose
suppliers from the target areas.

Finally, it seemed that service firms used a higher proportion of local
suppliers than did mamufacturing firms, although the differences between
the two groups were relatively small (table 15.8). It is possible that this
was due to the fact that a higher proportion of the service firms which had
moved into the units, were indigenous businesses.

Table 15.8 Local linkages by type of activity

Type of firm Local suppliers Non-local suppliers
number % number %

Mamifacturing firms 54 3 181 g

Service firms 37 29 93 71

Source : Survey of occupant firms 1984

3.0 INCREASED EXPENDITURE BY EMPIOYEES OF THE FIRMS IN THE UNITS

In addition to creating new Jjobs in the firms which supplied the
occupant firms, the Develomment Commission anticipates that the advance
factory building programme will lead to increases in the incomes of the
employees of the occupant firms. It is hoped that as a result of this,
there will be increased expenditure in the case study areas, which will
help to safeguard existing jobs and to create new jobs in local shops and
services.

Many previous researchers have ignored this potential impact. Others
have attempted to measure the extent to which the programme has led to
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increases in experditure by the employees of occupant firms by applying
regional multipliers to the total number of jobs which they believed had
been created in the occupant firms by the programme. Unfortunately, it is
unlikely the latter studies have produced accurate estimates of the impact
of employee experditure. There are two reasons for this. Firstly, most
researchers based their calculations on the total number of jobs
accammodated in the units, rather than upon the number of jobs which had
actually been created as a result of the programme, (section 7.2 chapter
5). ‘They are therefore likely to have overestimated the amount of new
experditure which resulted from the programme.

Secondly, research into the shopping patterns of people living in the
D.C.’'s priority areas has shown that most people travelled out of the
target areas to towns and cities to buy all but the lowest order goods, and
there 1s therefore a high degree of leakage from the local economies,
(Tricker and Martin 1983). As with the estimates of increased purchases
from suppliers, (section 2.0 above), it is therefore likely that the
regional multipliers used by previous researchers, overestimate of the size
of the local multiplier in the target areas.

In the present study, estimates of the programme’s impact upon the level
of expenditure in the case study areas, were based on first harnd empirical
data regarding the likely level of increased expenditure by the employees
of the occupant firms. There were two possible ways in which such data
could be obtained. The first was to ask the managers of local shops,
garages and places of entertainment which were likely to serve the
employees of the occupant firms, what affect increased experditure by
employees who had taken up new jobs in the D.C. units had had upon their
businesses. Unfortunately, when this approach was tested in a pilot study,
which was undertaken in 1982-1983 in three market towns (different from
those used in the present study), it was shown to be unworkable, because
the managers of local shops and services were unable to give any idea of
the programme’s impact upon their businesses. Some were vaguely aware of
the fact that D.C. units had been built in their town, and expressed
opinions such as "I suppose it must be good for the area", but none had
noticed any affect on their businesses.
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As a result an alternative approach was adopted and tested. This relied
upon first harnd information obtained from the occupant firms, about the
extent to which they had been able to pay increased wages, as a result of
moving into the units, and about the areas in which their employees lived
and were therefore likely to spend their incomes, and upon secondary data
sources such as the Family Expenditure Survey.

3.1 Additiomal incame in the target areas

As with the evaluation of all other aspects of the initiatives, since
the main aim of the programme was to benefit the target areas, it was
important to focus on the impact of the employees’ expenditure upon these
localities. Only expenditure that was additional to that which would have
occurred in the targdet areas if the units had not been provided, can ke
considered to be attributable to the initiatives. This additional income
can occur in two ways: either because new jobs were created as a result of
the programme, and / or because the firms which occupied the units were, as

a result of doing so, able to pay higher wages to existing employees.

It was known that by 1984, the programme had led to the provision of
approximately 348.5 new F.T.E. jobs in the case study areas, (section 2.5.2
chapter 12). Most of the managing directors of the firms in which these
Jobs had been created were willing to provide information about the level
of wages which they had paid, and assuming that the wages which had been
paid to the employees who had filled the new jobs were typical of those
paid to all the employees of these firms, it was therefore possible to
calculate how much additional weekly income had resulted from the provision
of the units in 1984, (table 15.9 arxd appendix 9). (The managing directors
of four of the occupant firms were unwilling to give details about the wage
rates which they paid, and these firms had therefore to be excluded from
the present analysis. However since only 10 (2.8 %) of the new F.T.E jabs
had been provided in these four firms, their exclusion is unlikely to have
had any significant affect on the conclusions which were reached).
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Table 15.9

Case study area New FTE jobs Additional
weekly income
Market Drayton 180.0 £ 23,624
Ludlow 14.5 £ 1,487
Bakewell 35.0 £ 5,241
¥eabley 28.5 £ 3,04
Leintwardine 10.0 £ 1,353
Ipstones 44.0 £ 3,300
Waterhouses 18.5 £ 1,238
Longnor 10.0 £ 780
Total 539.5 £ 40,057

Source : Survey of occupant firms 1984

In addition to increases in local income as a result of the creation of
new jobs, it is clear that the provision of the units had helped some
occupant firms to increase their profitability (section 3.5.3 chapter 11),
and that. this may have enabled some to pay higher wages to their existing
employees. According to their managing directors, a quarter of them had
increased the real wage levels which they paid since moving to the units.
However, none attributed this to the availability of the factory units, and
for this reason increases in the wages paid to those employees whose jobs
would have existed even if the units had not been provided, were excluded
from the analysis.

3.2 Additiomal local expenditure

Not all of the additional income resulting fram the programme, was
likely to have resulted in additional expenditure in the case study areas.
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This is because part of the total increases in wages paid to new employees
would have been lost as tax and non-disposable income, and much of it was
likely to have been spent outside the case study areas. In addition, in
order to accurately measure the programme’s net impact on local income, it
was necessary to deduct the benefit payments which would have been received
by the occupant firms' employees in the absence of the programme.

Marry of these deductions were made on the basis of the Family
Expenditure Survey (F.E.S.) for 19e4/85. Since the F.E.S. only provides
details of the average breakdown of expenditure patterns for different
levels of household incame, it was assumed that the only source of income
possessed by the households to which the employees belonged, was that which
they derived fram the firms in the D.C. units. It was unlikely that this
was true of every household, but since the F.E.S. showed that experditure
ratterns would not have changed drastically unless the households’ income
had been considerably higher than was assumed, it seemed that the
assumption was unlikely to have introduced a significant source of error
into the calculation of additional local expenditure.

3.2.1 Deductions at source

The survey of occupant firms showed that in 1984, the average weekly
zdncame of the employees of the occupant firms was £ 130. According to the
F.E.S., in 1984-1085, households with a gross weekly income of between
£125 and £149, paid an average of 13.5 % of it as tax and national
insurance. In order to cbtain an accurate estimate of the likely increase
in local experditure which was attributable to the programme, it was
therefore necessary to deduct this proportion from the additional income
which had been brought into the case study areas as a result of the new
Jobs which had been directly created by the programme.
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3.2.2 Non-disposable ‘income

The F.E.S. also showed that the average household spent a further 6.5 %
of its gross weekly income on mortgage repayments, life assurance, Savings
ard investments. Since this represents non-disposable income, it must also
be deducted from the total income injection.

In 1984-85, the unemployed received an average of £2,331 each in
unemployment, supplementary, housing and other benefits (Sinfield and
Fraser 1985). Since the programme had led to a reduction of 57 in the level
of registered unemployment, (section 8 chapter 13), and these people would
have received about £ 2,331 each in the absence of the programme, it is
clear that £ 132,887 (57 x 2331) should therefore be deducted from the
figures shown on table 14.13, in order to ascertain the amount of increased
local expenditure which could be attributed to the programme.

3.2.4 Hmployvees living outside the case study areas

Do

Nearly a third (32 %) of the employees of the occupant firms lived
outside the case study areas, (section 3.1 chapter 12), and since none of
the case study areas possessed particularly attractive shopping facilities,
(section 3.2.5 below), it was unlikely that much of their income would have
been spent in the case study areas. The amount of additional income which
had been brought into the areas as a result of the programme was therefore
further reduced to take account of this.
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The amount of income likely to have been spent ocutside the case study
areas by the two thirds of the employees living in them, was estimated on
the basis of the types of goods and services which could be purchased
locally, amd of information from the F.E.S. about the proportion of
household income which was spent on each of these types of item.

On the basis of Shropshire County Council's Five Yearly Shops Surveys
which gave detailed information concerning the types and sizes of the shops
vhich existed in 1984 in both Market Drayton ard Ludlow, and of the first
hard knowledge of these areas which was acquired in the course of the
present work, it was possible to make informed judgements about the types
of gocds which could have been bought in Market Drayton and Iundlow, (table
15.10). It was necessary to rely on estimates because of the limited time
and resources available for the present study, and future work might
usefully test the accuracy of these estimates, by for example, undertaking
& more detailed, first hand survey of the shopping facilities in the
areas.

Table 15.10

Type of good or service % likely to be bought locally
Housing 75
Fuel, light & power 0
Food 78
Alccholic drink 100
Tobacco 100
Clothing & footwear 50
Durable household goods 50
Other goods 25
Transport and vehicles 50
Miscellaneous services 20

Source : Estimates based on Shropshire County Council Shops Survey 1984
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The F.E.S. gives details of the amount of gross weekly incame which
would have been spent on each of these categories of goods and services by
the average family with an income of £ 125 to &£ 149, in 1084/85. The
figures given in the F.E.S. were converted to percentages of total
disposable income (table 15.11).

Table 15.11
Type of good or service % of dispcsable weekly
income spent
Housing 17 %
Fuel, light & power 7 %
Food 22 %
Alccholic drink 5 %
Tobacco 4 %
Clothing & footwear 7 %
Durable household goods 8 %
Other gocds 9 %
Transport & vehicles 13 %
Miscellaneous services 8 %

Source : F.E.S. 1984-1085

Using the information concerning goods and services which could be
bought locally and about the proportion of income which was likely to have
been spent on these goocds and services, it was estimated that 58 % of the
income of the employes of the occupant firms who lived in Market Drayton
and TLudlow would have been spent in the case study areas, (table 15.12).
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Table 15.12

Type of dood or service % weekly income spent in local area.

Housing 13 %
Fuel, light & power 0%
Food 17 %
Alcaholic drink S5 %
Tabacco 4 %
Clothing & foctwear 4 %
Durable household goods 4 %
Other gocds 2%
Transport & vehicles 7 %
Miscellaneous services 2 %
Total 58 %

The proportion of disposable income which was spent in the other six
case study areas is likely to be less than 58 %, because Market Drayton ard
Iudiow were the two largest of the eight case study areas, and contained
the best range of shopping facilities. A survey corducted in 1983 showed
that people living in Bakewell regularly travelled to Chesterfield to shop,
which is more than thirty mimutes drive away, (Derbyshire County Council
1883), and it seemed clear that an even smaller proportion *of the
additional income generated in the five village case study areas, would
have been spent locally, than was the case in Market Drayton or Ludlow.

¥hen all the deductions which have been discussed in the preceding
sections, were made, it became clear that only a relatively small
proportion of the new income paid to employees of the occupant firms who
had taken jobs created as a result of the programme, was likely to have
been spent in the case study areas. It was estimated that the people who
had taken the new Jjobs were paid £ 2,083,000 gross in 1984. VWhen

52



allowances were made for all the leakages which have been discussed akove,
it was clear that only about 27 %, i.e. £ 558,000, wasinfactl:l.kelvto
have been spent in the case study areas.

Since the estimate produced in the present study was based on a number
of assumptions which were not fully tested, no attempt was made to estimate
what impact the additional £8558,000 of anmual experditure in the case
study areas might have had on employment levels in local businesses. Such
an estimate would require information about the mumber of additional
workers taken on in different types of local service ard retailing firms
per additional pourd spent, (something which might be measured by using the
Census of Distribution, and some estimate of the mumber of employees per
unit area in different businesses). However this type of amalysis might
Trapidly become a quagmire of untested assumptions of the type for which
other studies have been criticised in earlier chapters of this thesis.

It seems however, that as expected, much of the economic advantage
associated with increased experditure by the employees of the occupant
firms, was likely to have "leaked" out of the case study areas, and that
rrevious studies based on regional multipliers, are likely to have
considerably overestimated their importance in localities the size of the
areas on which the advance factory building programme is targeted.
Clearly, proof of this tentative conclusion would require further detailed
research which focused specifically on this issue, ard for which
sufficient time and resources were available to allow detailed first hard
data about employee expenditure patterns, arnd the links between increased
expenditure and erployment creation in local shops and services, to be
collected.

The present research did not aim to solve all of the methodological and
technical problems surrounding the measurement of increased local
experditure, attributable to an initiative such as that of the D.C.'s
factory building programme. It did however provide a mumber of new pieces
of evidence regarding the likely scale of local multiplier effects, which
may have helped to advance the present state of knowledge, t more
importantly which point the way to an alternative apprcach to the
evaluation of these effects which is empirically-based and which is
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therefore 1likely to be more reliable than the highly deductive
methodologies used in past studies.

4.0 MARKET SHARE DISPLACEMENT

It was possible that the provision of the factory units may, as a result
of assisting the firms which had occupied them, have had a harmful affect
on other firms in the same industries as those in the units. The present
study showed that many of the firms which moved into the units were able to
expand more rapidly than they would otherwise have done, (section 4 chapter
11), axd it was clear therefore that unless the market for their products
had increased, their success must have been achieved at the expense of
other firms in the same industries.

The advance factory building programme was designed to bemefit specific
target areas. Market share displacement of firms located outside these
areas was therefore not relevant to the present study. However since many
of the occupant firms had located in the case study areas as a result of
the programme, (section 2.1 chapter 11), and had quite localised markets,
it was possible that the programme had had a deleterious affect on some
local businesses. It was important that this was taken into account when
evaluating the programme’s effectiveness.

No previous studies of the advance factory building programme, (ard very
few evaluations of any type of economic initiative), have considered the
issue of market share displacement. However, it is clear that by neglecting
it, previcus researchers have run the risk of overestimating the effects of
the initiatives which they have evaluated, (particularly at the national
scale). In the present work an attempt was therefore made to assess the
scale and likely importance of market share displacement. The approach
which was developed did not to solve all of the problems relating to the
measurement of this nedative impact, but it does provide a basis on which
it is hoped that future work can build.
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4.1 Methodology developed and used in the present study

In order to prove that market share displacement has occurred in the
case study areas as a result of the programme, it had to be demonstrated
that the provision of the D.C. units benefitted the firms which had moved
into them in a mammer which had worked to the disadvantage of other local
firms, and which would not have happened in the absence of the units. It is
much easier to prove that market share displacement cannot have occurred,
than to prove that i1t has, and therefore in the present study, those
instances where it could not have taken place were identified first. In
those cases where it could not be proved that market share displacement had
not occurred, its likely extent was assessed using detailed information
which was gathered in the course of the interviews with the managing
directors of the firms in the units and from their local competitors.

Market share displacement could only have occurred in the case study
areas as a consequence of the initiatives, if:

1. the firms in the units were in competition with other firms in the
case study areas.
and 2. the location of the firms in the units was affected by the
provision of the units.
or 3. the turnover of the firms in the units was increased as a result
of the initiatives.

Using the detailed information about both the occupant firms and their
local competitors, gathered in the course of the interviews with their
managing directors, it was possible to identify those instances where these
conditions did not apply, and where market share displacement was therefore
unlikely to have occurred.

Local firms which might have been in competition with the firms in the
units, were identified by a number of different methods. The managing
directors of the occupant firms were asked which firms they considered to
be their competitors, and where these firms were located, and their
perceptions were then checked in three ways. Firstly, since many of the
matched firms were local businesses involved in the same imustries as
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those in the units, they were often in competition with the occupant firms,
and their managing directors were therefore able to provide information
about other firms which might be in competition with the occupant firms.
Secordly, searches of secondary data sources, (particularly Market
Location, Yellow Pages, and local business directories) were undertaken in
order to identify competitors which had not been mentioned, either by the
managing directors of the firms in the units, or by those of the control
group firms. Finally, competitors were identified by first-hand knowledge
(which was obtained over the years in which the research was urndertaken),
of the range of firms located the case study areas.

4.2 Local competitors

Very few of the competitors identified by the managing directors of the
firms in the units, were based in the case study areas, (table 15.13). The
managing directors of the matched firms and secondary data sources,
confirmed that the perceptions of the managing directors of the firms in
the units, were largely accurate. Only two of the competitors which were
identified from these sources, were not mentioned by the managing directors
of the occupant firms.

Table 15.13

Location Number of competitors %

Local area 8 12 %
County 6 9 %
Other rural areas in U.K. 13 20 %
Non-rural areas in U.K. 32 40 %
Foreign 6 9%

Source : Survey of occupant firms 1984
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It seemed therefore that only nine (23 %) of the occupant firms, had any
local competitors (table 15.14). This is not surprising in view of the
small size of the "areas of pull" and the fact that a number of the
occupant firms were involved in speclalised manufacturing processes, ard
therefore had very few competitors in the country as a whole let alone in
the case study areas.

Table 15.14 Qccupant firms which had local competitors

Firm Number Number of competitors identified
3 1
4 1
T 1
8 1
10 1
13 1
15 2
18 i
19 1

Source : Surveys of occupant and matched firms, plus secondary sources

4.3 Alternative situations of the occupant firms which had local
campetitors

Since 31 of the occupant firms had no local competitors, they could not
have caused local market share displacement. The extent to which the
programme had caused the remaining firms to displace other local firms’
market shares, depended on the impact of the provision of the units on
their location decisions and on their turnover. In cases where the
programme had no impact on either, it could not have led to market share
displacement. The present study indicated that the programme had no impact
on the the turnover or location of one of the remaining nine occupant
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firms, and this was therefore excluded from further analysis. Another of
the nine firms was excluded because although it had been attracted into one
of the case study areas as a Tesult of the programme, it seemed clear that
the programme had had no affect on its turnover, and since most of its
products were exported, it was unlikely that its location in one of the
case study areas due to the programme, had harmed its local competitors.

Of the seven remaining firms, two would according to their managing
directors, have been located in the case study areas even if the units had
not been available, but the programme had allowed them to increase
turnover, and it was therefore possible that it had led to local market
share displacement in these cases as well. The other five would not have
located in the case study areas in the absence of the programme, and it was
therefore possihle that by attracting them to the areas, the programme had
brought them into competition with local firms, particularly because at
least part of their customer base was local, and because all of them had
expanded between 1984 and 1986 (table 15.15).

Table 15.15 Chandes in turnover (1984-1986) in the firms which weuld not

have located in case study areas in the absence of the
brograme
Firm number Turnover 1984 Turnover 1988 % Change
£ 000's £000's
4 - - 180
8 30 120 300
10 30 250 733
15 215 250 18
18 €0 20 50

Source : Survey of occupant firms 1984
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4.4 The likely scale of local market share displacement

The seven occupant firms which it seemed might have displaced local
firms’ market shares as a result of the programme, had a total of eight
local competitors. The managing directors of these eight firms were
interviewed in order to discover whether there was any evidence that their
market share had in fact been adversely affected by competition from the
occupant firms. They were asked about the market areas which they served,
about recent changes in the size of their firms’ turnovers and / or
workforces. None of them believed that their firms had suffered market
share displacement as a result of expansion by the occupant firms. However,
in marked contrast to the occupant firms, only one of their firms had
increased turnover in real terms over the preceding three to four years.
Similarly, only two firms had increased their workforces over that time,
and four had actually laid off workers, (table 15.16). It seemed therefore
that although the managing directors were either unaware of the fact, or
unwilling to admit that their firms had suffered a decline in their market
share as a result of campetition from the occupant firms, more objective
indicators showed that it was likely that at least some had done so.

According to their managing directors, six of the eight competitor firms
served national markets, and two served only the local market area. It
would seem that the former were likely to be less susceptible to market
share displacement as a result of the programme, since their market areas
were as large or larger than the occupant firms, and they were therefore
more likely to be able to compensate for any business which they lost to
the occupant firms. The latter however, were wvulnerable because they were
in competition with the occupant firms for the same small market areas,
(table 15.17).
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Table 15.16 Cha

Occupant firm Employment in competitor firm Change 1980-1984
1980 1984
4 8 4 -4
8 6 12 6
10 2 3 Ll
13 2 2 (0]
* 10 8 8 0
i B 8 6 = 2
18 3 2 -1
19 4 2 =1
Total 39 a7 =

* occupant firm mumber 15 had two local competitors

Source : Survey of competitor firms 1984

Table 15.17

Occupant firm Market area of

Market area of

occupant firm competitor(s)

4 International U.K.

8 Local area U.K.

10 Local area UK.

13 Local area Local area
* 15 U.K. U.K.
* 15 U.K. UK

18 Local area Local area

19 County U.K.

* occupant firm number 15 had two local competitors

Source : Survey of competitor firms 1984



5.0 IABOUR SHORTAGES IN THE LOCAL ECONOMY

Given the levels of unemployment and activity rates in the case study
areas, it was unlikely that the in-movement and growth of the occupant
firms would have led to general labour shortages. However, it was also
possible that shortages of particular types of workers already existed, and
that the programme may have exacerbated these. In order to identify the
progranme’s impact on local labour shortages, the managing directors of
both the occupant firms and the matched firms were asked, in the course of
the interviews conducted with them, about the degree to which they had
experienced difficulties recruiting workers.

Their replies suggested that with the exception of skilled male workers,
no significant labour shortages had occurred in the target areas by 1984.
Only 38 % of the occupant firms had experienced recruitment problems
since they had moved to their present premises. A fifth had found it
difficult to recruit skilled male workers, and 15 % of the managing
directors reported that they had found it difficult to recruit unskilled
labour "of the right kind", by which they usually meant people with what
they considered the right attitude to work. Nearly half of the matched
firms, had experienced some difficulties recruiting staff, and as with the
occupant firms, the most frequently mentioned problem was that of
recruiting skilled men, (table 15.18).

More than two thirds (68 %) of the managing directors of the occupant
firms had recruited workers through their personal contacts, and 44 % of
the respordents to the survey of employees stated that they had become
aware of the job in the units through a friend or other personal contact.
Fifteen of the occupant firms had used advertisements and 13 firms had used
job centres or careers offices. Only nine firms had waiting lists, and the
size of these varied from two to fifty people, and averaged fifteen.
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Table 15.18

Type of worker All occupant Cccupant firms Matched

firns in market towns firns
Skilled male workers 20 % 15 % 28 %
Unskilled male workers 15 % 4 % 4 %
Technical male workers 8 % 8 % 8 %
Office female workers 8 % 4 % 4 %
Unskilled female workers 8 % 0% 4 %
Technical female workers 5 % 4 % 4 %
Skilled female workers 5% 8 % 4 %

Source : Surveys of occupant and matched firms 1984

It was clear that recruitment problems reported by the matched firms,
vere very similar to those of the occupant firms in the market towns with
which they were paired, (table 15.18). It was also apparent that, as might
have been expected, the occupant firms in the village case study areas had
experienced greater problems than those in the towns, presumably because of
the smaller populations in the former.

The follow up survey of the occupant firms indicated that the mumber of
people employed by the occupant firms almost doubled between 1984 and 1968,
ard the number of skilled workers accommodated in the firms increased by
89. Since both the occupant and the matched firms had experienced most
difficulty recruiting skilled male workers, this may have exacerbated the
problem. The managing directors of the occupant firms were not asked
specifically about recruitment problems in 1986, however nearly a third of
them mentioned labour shortages when asked about the current problems
facing their firms. This was the most frequently cited prablem (no other
problem was mentioned by more than two firms). The fact that so many of the
managing directors mentioned this problem without prompting, suggests that
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they were probably more concerned about recruitment than they had been in
1084.

Therefore the present study suggests that the provision of the units was
unlikely to have had any major adverse affect on the ability of local firms
to recruit labour by 1984, but that since the occupant firms had recruited
workers mainly from the target areas, (section 3.1 chapter 12), and a large
proportion of their workforces were skilled people, it is possible that by
1986, the programme may have exacerbated the shortage of skilled labour,
and that since the occupant firms were expected to contimue to expard,
(section 3 chapter 16), the problem may increase in the future.

6.0 LOCAL POPULATION SIZE AND STRUCTURE

The overall objective of the advance factory building programme from the
nid-1970's onwards has been to ensure that populations of sufficient size
ard balance to maintain the "viability" of the rural areas, contimue to
live within them, (section 4 chapter 5). A large mmber of exogenous
factors (for example, counter-urbanisation), are likely to have swamped the
effects of such a small local programme such as the advance factory
building programme, and it is therefore impossible to measure them on the
basis of secondary sources such as census returns, particularly because few
of the factory units in the case study areas had actually been occupied by
the time of the last census in 1981.

The net impacts of the programme on the demography of the case study
areas, could be determined by comparing the existing situation with what
was likely to have happened in the absence of the programme. In the present
study the alternative situation was constructed on the basis of detailed
empirical evidence concerning the number of jobs which had been created in
the occupant firms, and where the employees who had taken the new jobs
would have chosen to live if they had not been provided. This information
was derived from the surveys of the occupant firms and their employees.

The survey of employees indicated that nearly two thirds of the
employees believed they would have continued to live in the case study
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areas in the absence of the programme. A quarter believed the they would
have been unemployed in the absence of the programme, but would
nevertheless have remained in the local area, 9 % believed they would have
retained their previous job in the local area, and 27 % believed they would
have found an alternative local job. However nearly a third of the
employees believed they would have left the case study areas in the absence
of the programme, 20 % would have moved away either to take new jobs or to
seek work, and 9 % stated that they would have remained in their previous
Job outside the area, and thus would not have moved into the case study
areas, (takle 15.19).

Table 15.19

Unemployed but remained in local area 25 %

Retained previous job in local area O %
Fourd a new job in local area 27 %
Retained previous job outside local area 9 %
Found a new job outside local ares 16 %
Moved out of local area in search

of employment 4 %
Economically inactive 6 %
No answer 3%

Source : Survey of employees 1984

Assuming that the employees’ perceptions of their alternmative
situations were reasonably accurate, it was possible to weight and factor
up the survey so as to make them as representative as possible of the total
mmber of employees, (in the same manner as was described in section 5.2
chapter 13). If those employees who had filled jobs in the occupant firms
which would have existed in the case study areas even in the absence of the
programme, were then excluded from the analysis, it seemed that about 86 of
the employees of the occupant firms would have moved out of the case study
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areas in the absence of the programme. Since many of these employees would
have had families, who they would presumably have taken with them, this
might have involved a reduction in the populations of the eight case study
areas by a total of about 200 to 250 people.

The accuracy of the estimate of the demographic impacts of the programme
developed in the present study is clearly dependent on the accuracy of the
employees’ perceptions regarding where they would have lived in the absence
of their present jobs. A comparison of the responses cobtained in the
present study were compared with those received by Hodge and Whitby
(1979) who asked a similar set of questions (though for different reasons).
It showed that the employees interviewed in the course of the present
research were much more pessimistic about the chances of finding
alternative employment than those interviewed by Hodge and Whitby (1979),
(table 15.20). This may have been because of the rise in unemployment
between 1977 (when Hodge and Whitby's work was undertaken) and 1984, and
may therefore indicate that the employees’ perceptions of the state of the
labour market were reasonably accurate. However, it was impossible to
confirm this on the basis of the evidence available in the present study.

Table 15.20

Survey of employees Hodge and Whitby
Unemployed 25 % 11 %
Retained job in local area 22 % 20 %
Economically inactive 6 % 2%
Fourd another job in local area 27 % 48 %
Moved out of area 20 % 11 %

Sources : Survey of employees 1984 and Hodge and Whitby 1979
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7.0 SUMMARY AND CONCLUSIONS

Previous researchers have tended to ignore the wider impacts of local
economic development initiatives such as the advance factory building
programme, and therefore little is known about their effect on the extent
to which the prograime’s objectives have been achieved. Some are likely to
be relatively insignificant but others may be more important than the
direct impacts upon which most previous evaluators of economic initiatives
have concentrated. The present study identified a range of possible wider
impacts of the D.C.’'s advance factory building programme, and developed a
mber of pioneering approaches for measuring their importance, most of
vhich were based on first hand empirical data collected through a range of

surveys.

It was clear from the present study, that the occupant firms bought a
large proportion of their supplies from non-local firms, that the local
economies of the case study areas were characterised by a high level of
leakage, and that this was unlikely to change even in the medium / long
term future. This was partly due to the fact that there were relatively few
potential suppliers in the case study areas, but also to the way in which
the managing directors of in-moving firms had contimued to use established
non-local suppliers, after moving to the units.

It was not possible, in the time and with the resources available for
the present study, to collect sufficiently detailed evidence to quantify
the likely size of the programme’s indirect employment impacts in the
target areas as a result of having stimulated the growth of the occupant
firms. However, the present study showed that much of the economic
advantage associated with the expansion of the occupant firms had leaked
out of the case study areas. It seems clear therefore that the multiplier
values which have been used in previous studies have probably been too
large.

However, the study also showed that as many as 45 % of the linkages
which did exist between the occupant firms and local suppliers, were
unlikely to have existed in the absence of the programme. It was known that
many of the occupant firms had increased their turnovers rapidly since
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moving to the D.C. units, and were therefore likely to have increased
purchases fram suppliers.

It was clear that firms which had started up in the units had more
linkages with local suppliers than the established indigenous firms which
bad moved into the units, and that the in-moving firms khad very few local
suppliers. This suggests that the programme would be mcre likely to
stimulate the local economies of the target areas through supplier
linkages, if the Commission were to discriminate in favour of new firms
when allocating space in the units. Altermatively, it might attemst to
increase in-moving firms' awareness of local suppliers, by for example
providing them with local buyers guides and business directories.

The present study indicated that the indirect effects on the case study
areas of increased spending by both the oocupant firms’ and their employees
was likely to have been significantly smaller than has been assumed by
previous researchers. Although the programme seemed to have led to an
increase in the local incame of approximately £40,000 per week in 1984,
only about a quarter of this was likely to have been spent in the case
study areas. The total amount of additional income which was likely to be
spent in the local areas as a result of the initiatives in 1984 was likely
to have been of the order of £558,000. Only a quarter of the occupant
firms’ suppliers were local firms, compared to 44 % of the matched firms
suppliers, and it seemed clear that the case study areas were very "leaky"
both with respect to experditure by the occupant firmsand by their
employees.

There were a mumber of exogenous factors which may have affected the
turnovers ard workforces of the competitor firms. It was therefore
impossible to make definitive statements about the likely scale of market
share displacement which had cccurred as a result of the programme in the
case study areas, on the basis of the evidence collected in the present
study. However, it was clear that the incidence of market share
displacement in the case study areas was low. It seemed that in total only
eight local firms were likely to have suffered increased competition from
the occupant firms as a result of the programme.
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The low level of market share displacement may have been at least in
part due to the fact tha.ttheoccupantfi:mhadmovedtothecasestudy
areas only two or three years before the present study was undertaken,
and the full scale of market share displacement had not therefore become
apparent. However, it seemed unlikely that significant displacement would
occur even in the long term as a result of the programme, because 78 % of
the occupant firms had no local competitors.

Although market share displacement was not important in the present
context, it is likely to be much more significant at the national scale. It
may therefore be important to take it into account in evaluations of
programmes which are intended to benmefit the national economy. The approach
used in the present study is far from beingd the definitive method of
measuring market share displacement, but it may provide such evaluations
with a basis on which to measure a potentially important phencmenon which
has until now been largely ignored by researchers ard policy makers.

The main negative impact of the programme may in the long term be upon
the availability of skilled workers in the case study areas. A significant
proportion of both the matched and the occupant firms had found it
difficult to recruit skilled male workers, and this is likely to become an
increasingly important problem if, as expected, the occupant firms continue
to expand. There may therefore be a need for the Commission to consider
ways of easing the situation, for example, by sponsoring training
initiatives to raise skill levels in the target areas.

It seemed that the programme had achieved its ultimate objective, of
helping to maintain a sufficiently large population in the case study areas
to ensure the areas’ future viability accurately. It seemed that about 80
of the employees of the occupant firms who lived in the case study areas in
1984, may not have done so in the absence of the programme. Since it is
reasonable to assume that many of these employees had dependents, it may be
that this represented a total of about 200 people who had been encouraged
to live in the target areas as a result of the provision of the factory
units.
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CHAPTER 16 THE ANALYSTS OF PROGRAMME IMPACTS OVER TIME

1.0 INTRCDUCTICON

The surveys which were undertaken in 1984, facilitated a comprehensive
analysis of the costs of the advance factory building programme and of its
impacts in the case study areas, up to that date. Like previous evaluations
however, this provided only a "snap-shot" view of the programme’s cost
effectiveness. The extent to which the advance factory building programme
had achieved its higher level objectives (such as the maintenance of
balanced rural commnities in the priority areas), was likely to depend
more on the nature of its long term impacts, than those in the short term.
It was therefore necessary not only to measure the costs and impacts of the
programme at one point in time, but also to study how they have changed
over time, particularly because many of the units had only recently been
completed by 1984, and the surveys which were undertaken at that time were
therefore unlikely to have shown the full extent of the programme’s longer
term impacts.

The few previous researchers who have attempted to evaluate costs and
employment impacts over time, (e.g. Hodge and VWhitby 1979, and Hubbard
1081), did so on the basis of assumptions, rather than empirical evidence.
Since the validity of these assumptions has never been tested, very little
is known about the way in which the employment impacts of the advance
factory building programme actually vary over time. Since most previous
researchers have relied almost entirely on the programme’s employment
impacts, as a measure of its effectiveness, this is clearly a very
important gap in existing knowledge of the relative merits of alternmative
programmes.

Therefore in addition to considering programme impacts at one point in
time (1984), the present study also analysed the way in which programme
inmpacts had varied over time. The information for this analysis was derived
from a follow up survey of the occupant firms, undertaken in August 1986,
(two years after the first survey). The primary aim of the follow up survey
was to gather first hand information from the managing directors about the
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extent to which the occupant firms’ situations had changed since 1984. The
interviews therefore covered many of the same issues which were
investigated in 1984, and which have been discussed in previous chapters.
As a result, the same performance indicators could be used to measure the
impacts of the case study projects in 1986 as had been used in the earlier
analysis. It was therefore possible to analyse the extent to which they had
changed over the two year period. A secondary aim was to study the likely
scale of the programme’'s impacts in the future, and to this end the
rmanaging directors were asked about the situation which they expected their
firms to be in by 1988, particularly regarding their anticipated employment
levels.

Many of the results of this analysis have been described in earlier
chapters. For example, the anmalysis of the way in which the occupant firms’
investment levels, turnover and profitability had changed over time, is
fourd in section 3.5 chapter 11. This chapter analyses the information from
the follow up survey, regarding the way in which employment levels in the
occupant firms had changed over time, and demonstrates how this provided a
more comprehensive evaluation of the programme’s employment impacts than
has been contained in previous studies, most of which have been concerned
only with the evaluation of employment impacts at one point in time.

2.0 EMPIOYMENT IMPACTS OF THE PROGRAMME BY 1988

The analysis of the programme’s employment impacts by 1986 was based, as
far as was possible, on the same range of performance irdicators as was
used in 1984. This meant that it was possible to compare the usefulness of
different indicators for measuring impacts over time, and to analyse the
way in which the employment impacts of the programme had changed between
1984 and 1986. As with the 1984 analysis, some of the inappropriate
measures used in previous studies were also calculated in order to
show how the choice of methodology affected the accuracy of the results
which are obtained.
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2.1 Jaobs accommodated

2.1.1 Numbers of employees

By 1986, one of the forty firms which had occupied the factory units in
the case study areas in 1984, had moved to an altermative location, ard
another had gone into liquidation, (section 4.2 chapter 7). The follow up
survey showed that the remaining 38 firms employed a total of 728 people,
wvhich was substantially more than they had done at the time of the first
survey, in 1984. Half of the firms had increased the size of their
workforce over the two year pericd, and only four employed fewer people in
1986 than they had done in 1984. Nevertheless most firms were still
relatively small businesses ; 68 % employed less than ten people, and only
three firms had more than 50 employees. Four firms had moved into D.C.
units in the case study areas since 1984, and they employed a total of 31

people.

2.1.2 Number of F.T.E. jobs

In 19086, the 38 firms which still occupied units in the case study
areas, and had also done so in 1984, provided 620.5 F.T.E. on-site jobs.
The firms which had moved into the units in the case study areas between
1984 and 1986 provided a total of 30 F.T.E. jobs. In total therefore, the
42 firms which occupied the units in the case study areas at the time of
the follow up survey, accommodated 650.5 F.T.E. jobs. Of these,
approximately 100 were off-site, casual jobs, axd 550.5 were on-site and

permanent.

Therefore if it had been assumed, (as it has been in many previous
studies, section 2.1 chapter 12), that all the jobs accommodated in the
occupant firms had been created as a direct result of the programme, it
would have been concluded that by 1986, the programme had created 550.5
permanent on-site F.T.E. jobs. However, as has been demonstrated in earlier
chapters, this is a fallacious assumption since a significant proportion of
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the accommodated jobs would have existed in other areas in the absence of
the programme, (and have therefore simply been transferred from outside the
case study areas), and some would have existed in the case study areas in
the absence of the programme, (section 2.4 chapter 12).

The number of jobs accommodated had increased in all of the case study
areas, and overall the number of F.T.E. jobs accommodated had increased by
230 (more than 50 %), in just two years. However, there were significant
differences between areas in terms of the rates at which the mumber of jobs
accommodated had increased, and as a result there contimued to be marked
differences between the number of jobs accommodated in different areas,
(table 16.1). The number of jobs provided had increased fastest in those
areas in which most jobs had been accommodated in 1984. Between 1984 and
1986, the mumber of jobs accommodated in the D.C. units increased by more
than 120 % in Market Drayton and by 250 % in Longnor, but by only 10 % in
Bakewell and 15 % in Weobley, (Figures 16.1 and 16.2).

Teble 16.1 P.T1.E,.

Location Total F.T.E. jobs Total F.T.E. Jobs Increase
in 1984 * in 1986 * 1084-86
Market Drayton 119.0 267.0 148.0
Ludlow 39.5 52.5 13.0
Bakewell 49.5 54.5 5.0
Weobley 0.0 34.5 .5
Leintwardine 11.0 13.0 2.0
Ipstones 44.0 65.0 21.0
Waterhouses 16.5 29.0 12.5
Longnor 10.0 35.0 25.0
Total 319.5 550.5 231.0

* excluding outworkers

Source : Surveys of firms in D.C. units 1984 and 1986.
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FIGURE 16.1

EMPLOYMENT CHANGE IN FIRMS OCCUPYING D.C. UNITS -
MARKET TOWNS CASE STUDY AREAS
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Figure 16.2
EMPLOYMENT CHANGE IN FIRMS OCCUPYING D.C. UNITS -
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2.1.3 Employment densities

By 1986, employment densities in Market Drayton, Longnor and Ipstones
had risen to more than twice the figure of 4 per 1,000 square feet of
factory floorspace which the D.C. aims to achieve. However, in the other
five case study areas, employment levels still fell short of the
Commission’s target density, (table 16.2).

Location Total F.T.E. Jobs Total floorspace Employees per

in 1086. * square feet. 1,000 sq. ft.
Market Drayton 287.0 27,800 9.7
Ludlow 52.5 18,500 2.8
Bakewell 54.5 16,880 3.3
Weobley 34.5 10,630 3.2
Leintwardine 13.0 6,000 2.2
Ipstones 65.0 8,320 7.8
Waterhouses 9.0 9,281 3.1
Longnor 35.0 2,000 17.5
Total 550.5 ©8,881 5.6

* excluding outworkers

Source : Survey of firms in D.C. units 1986.

Overall employment densities in the eight case study areas increased
rapidly from 3.2 jobs per 1,000 square feet of factory floorspace in 1984
to 5.6 in 1988, (table 16.3). They had increased most rapidly in the areas
which had the highest employment densities in 1984. In Longnor (which had
the highest density both in 1984 ard 1986), the employment density more
than trebled over the two year period, axd in Market Drayton it more than
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doubled. However in Bakewell and Weobley, employment densities increased by
only 14 % between 1084 and 1988. As a result the differences between areas
in terms of employment densities increased over the two year period.

Table 16.3 C(Cha

L1858 S

Location Employment density Employment density % increase
per 1,000 sq ft per 1,000 sq ft 10841986
1084 1986

Market Drayton 4.3 o 126 %
Ludlow 2.1 2.8 33 %
Bakewell 2.9 3.3 14 %
Weobley 2.8 3.2 14 %
Leintwardine 1.8 2.2 22 %
Ipstones 8.3 7.8 47 %
Waterhouses 1.8 3.1 72 %
Longnor 5.0 17.5 250 %
Total 3.2 5.6 75 %

* excluding outworkers

Source : Surveys of firms in D.C. units 1984 and 1986.

2.2 Jabs before and after programme implementation

Many researchers have attempted to identify the number of jobs created
by local economic programmes, by comparing the number of jobs accommodated
in a firm immediately before it was affected by the programme, with the
number which it employed at the time of the evaluation, (the "before/after"
approach), (section 2.2 chapter 12). Immediately before they had moved into
the units, the 42 firms which occupied them in 1986 had provided a total of
138.0 F.T.E. Jjobs. Since by 1986, they accommodated 550.5 F.T.E.'s., the
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programme had according to the before / after method, created 412.5 F.T.E.
jaobs by 1988, (table 16.4).

Table 16.4
Location F.T.E.'s before F.T.E.'s in 1288 * increase
moving into units *

Market Drayton 38.0 267.0 229.0
Iudlow 30.0 be. B 22.8
Bakewell 28.0 B4.5 26.5
Weobley 10.0 34.5 24.5
leintwardine 0.0 i s) 13.0
Ipstones 10.0 65.0 55.0
Waterhouses 20.0 29.0 9.0
Longnor 2.0 35.0 33.0
Total 138.0 550.5 412.5

* excluding out-workers

Source : Surveys of occupant firms 1984 and 1986

As with accommodated jobs, the before / after method suggested that
there were significant differences between the case study areas in terms of
the numbers of jobs which had been created by the programme. Again, the
largest number of new jobs had apparently been created in Market Drayton,
Longnor and Ipstones. However, the rates of increase between 1984 and 1988
suggested by the before / after method were in many instances, quite
different from those which the analysis of changes in the number of jobs
accommodated had indicated. Thus for example, the before / after method
suggested that the mumber of new jobs in Market Drayton had increased by
about 170 %, compared to the 120 % increase suggested by the analysis of
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accommodated jobs, and whereas the analysis of accommodated jobs suggested
that the mumber of new jobs in the units in Vaterhouses had increased by
75 % between 1984 and 1986, the amalysis of before / after jobs, suggested
that it had actually decreased over the two year period, (table 16.5).
These differences illustrate the importance of careful selection of the
method used to measure the employment impacts of a programme, in order to
ensure that meaningful results are obtained.

Location New / retained New / retained Difference
F.T.E. jobs F.T.E. jobs
1084 * 1086 *
Market Drayton 85.5 229.0 + 143.5
Iudlow 11.8 22.5 # 11.0
Bakewell 21.86 28.5 810
Weabley 20.0 24.5 + .B
Leintwardine 1.0 13.0 + 2.0
Ipstones 34.0 55.0 + 21.0
Waterhouses 16.5 9.0 S
Longnor 8.0 33.0 + 25.0
Total 208.0 421.5 + 213.5

* excluding outworkers

Source : Surveys of occupant firms 1984 and 1986

2.3 New jaobs to the case study areas

It is clear that the most reliable method of calculating the mumber of
new jobs created by a programme is to identify those which it seems would
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have existed in the absence of the programme, and to subtract them from the
mmber of jobs which are accommodated in the factory units at the time of
the evaluation, (section 4.0 chapter 12).

It was known from the 1984 and 1986 surveys of the occupant firms, and
the 1986 survey of the four firms which had moved into the units between
1984 and 1986, that many of them would not have located in the case study
areas in the absence of the programme, (section 2.1 chapter 11). It was
clear therefore that none of the jobs accommodated in these firms would
have existed in the case study areas if the units had not been provided. In
1988 these firms accommodated a total of 447 F.T.E. jobs. In addition to
these it was known from the 1984 survey that at that time, 32 of the 71
Jobs which were accammodated in the occupant firms which would have located
in the case study areas even in the absence of the units, would not have
existed at all, and were therefore also new jobs to the case study areas.
The survey of the four firms which had moved into the units since 1984,
showed that two of these would have been located in the case study areas in
the absence of the programme but would have provided 2.5 fewer jaobs.
Therefore adding these three categories of new local jobs together, it was
clear that in total, at least 481.5 of the F.T.E. jobs accommodated in the
units by 1986 were new to the case study areas, (table 16.8).

Between 1984 and 1986 employment levels in the firms which would have
located in the case study areas even in the absence of the prograxme, rose
from 71 to 127.5. It was possible that if they had not been able to move to
the units, these firms might have provided only some of the 56.5 additional
Jobs which they had accammodated. The figures shown on table 16.6 may
therefore slightly underestimate the number of new local jobs which had
been created in the case study areas as a result of the programme by 1988.
However, it is likely that at least some of the firms would have been able
to expand and thus take on new workers in their alternative locations in
the case study areas, between 1984 and 1086, and that it is therefore
unlikely that none of the 56.5 jobs would have existed therein. In any
case, it was clear that the number of new local jobs directly created as a
result of the programme lay in the range 481.5 to 538, which is a
difference of only 12 % between the maximum and minimum estimates.
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Table 16.6 New jobs to the case study areas 1986

Location New jobs in firms New jobs in firms Total
not in local area in local area
1984 1986 *
Market Drayton 229.5 15.0 2.0 248.5
Ludlow 24.0 2.5 0.8 27.0
Bakewell 43.0 0.0 0.0 43.0
Weobley 9.5 1.0 0.0 30.58
Leintwardine 12.0 0.0 0.0 12.0
Ipstones 65.0 0.0 0.0 65.0
Waterhouses 0.0 13.5 0.0 13.5
Longnor 44.0 0.0 0.0 44.0
Total 447.0 32.0 2.5 481.5

* firms moving into units between 1984 and 1988

Source : Surveys of occupant firms 1984 and 1986

2.4 New jobs to the national economy

Clearly, it would have been possible to estimate how many of the jobs
accommodated in the units by 1986 were new to the national econcmy, by
the same approach as was employed in the 1984 survey. However, this would
have required the collection of further detailed information from the
managing directors of the occupant firms, and a considerable amount of
extra time and effort. In view of the time and resource constraints on the
present research, this was not considered worthwhile, particularly because
the main aim of the programme was to benefit local target areas rather than
the whole economy, and therefore the primary focus on the present study was

upon local employment impacts.

Assuming that in 1986, the proportion of the jobs accommodated in the
occupant firms which were new to the national economy, was similar to that
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in 1986, it was clear that by 1986, a total of about 113 (20.5 % of 550.5)
of the F.T.E. Jjobs might be considered to be new to the national economy
(ignoring possible displacement effects), (table 16.7). However, since
there was no evidence to support this assumption, it does not provide a
satisfactory basis on which to evaluate national employment impacts over
time, and the matter must remain an issue for further research.

Table 16.7
Location % Jjobs accommodated Number of jobs Jabs gained
in 1984 which were accammodated by national
new to national by 1086 * econcmy *
economy *
Market Drayton LB % 267.0 69.5
Tudlow 35 % 52.5 18.0
Bakewell 0% 54.5 0.0
Weobley 3% 34.5 1.0
Leintwardine 64 % 13.0 8.0
Ipstones 0% 65.0 0.0
Vaterhouses 82 % 29.0 4.0
Longnor 0% 35.0 0.0
Total 21 % 550.5 120.5

* F.T.E.'s excluding outworkers

Source : Surveys of occupant firms 1984 and 1986

3.0 ANTICIPATED CHANGES IN EMPIOYMENT BY 1988

In the course of the 1986 survey, the managing directors of the occupant
firms were also asked whether they thought their firms would be located in
the case study areas two years later, i.e. in 1988, and about how many jobs
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they thought their firms would provide at this time. It is clear that the
estimates of the likely employment impacts of the programme on which their
replies were based ‘were only best guesses. Unlike the analysis of the
programme’s employment impacts by 1984 and 1986, they did not provide a
rigorous basis on which to evaluate its performance. This would have
required further post-hoc empirical work undertaken in or after 1988.
However, together with the much “firmer" evidence from analysis of
employment impacts in 1984 and 1986, the data did provide a longitudinal
analysis of the programme’s employment impacts over several years.

3.1 Number of occupant firms likely to move out of the case study areas

All of the managing directors believed that their firms would still be
in existence by 1988, however, sixteen stated that they might have moved
at least part of their firms out of the case study areas. Four expected to
move their entire operations out of the case study areas. Most stated that
they expected to have to move because there was insufficient space in the
D.C. units to permit expansion at the rate which they wished to achieve.
This was a problem which had already been encountered by 1986. The managing
directors of 26 firms stated that they had considered moving their firms to
new premises between 1984 and 1988, and the vast majority, (81 %), had said
that this was primarily because of the lack of space in the D.C. units.

Of the 26 firms whose managing directors had considered moving between
1984 and 1986, 18 had either moved to another D.C. unit on the same site,
or opened a branch factory in an adjacent unit. None of the others had
actually moved. By 1986, no firms had in fact moved out of the case study
areas. It 1s therefore clear that many of the managing directors who
believed that they would have to move to new premises by 1988 might not in
fact move their firms at all, or if they did so, they might opt for other
sites within the case study areas. A stated intention to move did not
therefore mean that the jobs which these firms accommodated would actually
be lost by the case study areas. However, since it was known that there was
a shortage of suitable industrial premises in the case study areas,
(section 4.3 chapter 8), it seemed unlikely that firms would be able to
find alternative premises (either for complete re-locations or for new
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branch plants), within the case study areas. It would not therefore be
surprising if some of them did leave the case study areas.

In order to assess the seriousmess of their intentions to re-locate and
to discover what effect any such moves were likely to have on the number of
Jobs provided in the case study areas, the managing directors who claimed
that they were likely to move, were asked in detail about where they
interded to move to, and whether they had actually entered into
negotiations for leases on new premises. The managing directors’ answers to
this further questioning suggested that at least three firms would almost
certainly move out of the case study areas by 1988, and that two others
would definitely open branch factories located outside of the case study
areas which would accammodate most or all of the new workers taken on
between 1986 and 1988. Therefore all of the jobs accommodated in the first
three firms, and all of the new jobs which were expected to be provided
between 1986 and 1988, in the two firms which were likely to open branch
factories outside the case study areas, were subtracted from the job gains
by 1988, predicted by the managing directors.

3.2 dJobs likely to be accammodated in D.C. units by 1988

Two thirds of the managing directors of the 42 firms which occupied D.C.
units in the case study areas in 1928, expected that the number of people
they employed would increase over the next two years. Twelve expected that
they would employ the same number of people in 1988 as they did in 1986,
and only two (5 %) expected that they would employ fewer people. By 1988,
the managing directors of the 42 firms expected to employ a total of 895.5
F.T.E. jobs, of which 792.5 would be on-site permanent jobs, (table 18.8).

The three firms which it seemed clear were likely to move out of the

case study areas, were expected to provide a total of 30 F.T.E. jobs by
1988. The two managing directors who intended to open branch factories
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outside the case study areas, stated that they were likely to employ about
88 F.T.E.'s in these branches. In total, therefore at least 88 of the 792.5
F.T.E. Jjobs vhich the managing directors of the 42 firms expected to
provide by 1988 were unlikely to exist in the case study areas. As a result
it seemed likely that by 1088 the D.C. units in the case study areas would
accommodate approximately 704.5 F.T.E. jobs, (table 16.8).

Location Jobs in all 42 dobs in firms which dJobs accommodated
occupant firms * would re-locate or in units 1988
in branch plants *

Market Drayton 408.5 40.0 368.0
Ludlow 64.5 0.0 €64.5
Bakewell 77.5 0.0 77.5
Weobley 45.5 4.0 41.5
leintwardine 20 26.0 1.0
Ipstones 78.0 0.0 78.0
Waterhouses 39.0 0.0 39.0
Longnor 53.0 18.0 35.0
Total 792.5 88.0 704.5

* F.T.E.'s excluding out-workers

Source : Survey of occupant firms 1986

It was possible that more than the five firms mentioned above would have
moved out of the case study areas by 1988, and that the figures shown on
table 16.8 over-state the number of jobs which would be accommodated by the
‘occupant firms by 1988. Conversely, however, if existing occupant firms did
vacate the factory units, it seems likely that, in view of the quite high
occupancy rates which have occurred in the case study areas in the past
(section 4.2 chapter 9), that new firms would cccupy them within a fairly
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short space of time. These replacement firms would themselves provide new
Job opportunities which would compensate at least in part for the jobs lost
through the re-location of existing firms. However, reliable estimates of
the number of new jobs accommodated in the units by 1988 could only be
cbtained by future research which surveyed the firms for a third time, in
or after 1988, to discover what their employment profiles had actually
been.

3.2.2 Anticipated employment densities

If the managing directors’ expectations of future employment levels in
their firms were accurate, by 1988 the overall employment density in the
eight case study areas would be 7.1 F.T.E. jobs per 1,000 square feet of
factory floorspace provided, (table 16.9). This is well in excess of the
Commission’s target demsity of 4 employees per 1,000 square feet. It also
represents more than double the employment density which existed in the
units in 1984, and an increase of nearly 27 % since 1986.

An estimate of the nmumber of new local jobs which might have been
created by the programme by 1988 could be calculated on the basis of the
information provided in the 1986 survey. It was necessary firstly to
exclude expected employment increases in the five firms which were likely
to have moved out of the case study areas or to have opened branch
factories outside them. As with the 1988 analysis the remaining firms were
then divided into two groups, those which would have located in the case
study areas in the absence of the programme and those which would not. The
latter were expected by their managing directors to accommodate 572 F.T.E.
jobs by 1988. Since none of them were likely to have been in the case study
areas in the absence of the programme, they could all be considered to be
new jobs to the local areas. It was known that in 1984, the firms which
would have located in the case study areas in the absence of the programme,
would have provided 32 fewer F.T.E. jobs if the units had not been
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available. If the managing directors’ expectations about the likely sizes
of their workforces by 1988 were realised, the minimum number of new local
Jobs created by the programme would therefore be 604 F.T.E.'s (32 + 574).

Table 16.9
Location F.T.E. Jobs per 1,000 % I1ncrease
sq. ft. of floorspace *
1984 1986 1988 1984-86 198688
Market Drayton 4.3 0.7 13.4 125 % 38 %
Ludlow 2.1 2.8 3.5 33 % 25 %
Bakewell 2.9 3.3 4.7 14 % 42 %
Weobley 2.8 3.2 3.9 14 % 22 %
Leintwardine 1.8 2.2 0.7 22 % - 214 %
Ipstones 5.3 7.8 9.4 47 % 21 %
Waterhouses 1.8 3.1 4.2 72 % 35 %
Longnor 5.0 17.5 17.5 280 % 0%
Total 3.2 5.6 %.1 75 % 27 %

* excludes outworkers
Source : Survey of occupant firms 1986

The managing directors of the firms which would have located in the case
study areas in the absence of the programme expected that by 1988 their
firms would accommodate 132.5 F.T.E. jobs. This would be an increase of
61.5 jobs between 1984 and 1988. If all of these additional jobs were
attributed to the programme, the total number of new local jobs provided in
the case study areas by 1988 would therefore be €665.5 (572 + 32 + 61.5).
The actual mumber of jobs gained by the case study areas by 1988 therefore
seemed likely to be between 604 and 665.5 F.T.E.'s.
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4.0 CHANGES IN EMPLOYMENT IMPACTS 1984-1088

Figures 16.1 and 16.2 show how the employment levels in the firms
occupying the factory units may be expected to change between the time when
the firms moved in and 1988. It is clear from these that the numbers of
people employed by the occupant firms may change quite rapidly over short
pericds of time, and also that employment levels in nearly all the case
study areas are likely to contimue to increase several years after the
factory units were built. The present study suggests that the number of
F.T.E. Jjobs accommodated in the D.C. units in the case study areas, is
likely to increase by 385 (120 %) between 1984 and 1988, (tables 16.10 and
16.11). This is clearly very encouraging for the D.C. since it suggests
that far from diminishing with time, the employment impacts of the
programme appear to contimue to increase for several years after the
completion of the factory units. This does however, have important
methodological implications.

4.1 The need for longitudinal evaluation of employment impacts

The present study clearly showed that the number of jobs accommodated in
the units had increased rapidly between 1984 and 1986 ard was likely to
contimie to do so over the next two years. As a result “once-off"
evaluations, (such as those undertaken by previous evaluators), would not
have provided an adequate measure of the programme’'s employment impacts,
since their findings vary greatly according to the time at which they are
undertaken. This is true regardless of the method used to measure the
nurber of jobs created. The present study shows for example, that a once-
off evaluation of the programme undertaken in the case study areas in 1084
using the with / without method would have indicated that it had created
about 280.5 new local F.T.E. jobs, (section 4.0 chapter 12), but that an
evaluation undertaken just two years later, using the same method, would
have suggested that the programme had created at least 481 new local jobs,
(section 2.3 above).
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An evaluation using the before / after method undertaken in 1984 would
have indicated that the programme had created 208 F.T.E. jobs, (section 2.2
chapter 12). In 1986 it would have suggested that the programme had created
more than twice as many new jobs, (section 2.2 above), (table 16.5).
Similarly, an evaluation based on the number of jobs accommodated in the
occupant firms would have suggested that 319.5 Jjobs had been created by
1084, (section 2.1.2 chapter 12), but in 1986, it would have suggested that
5560.5 F.T.E.’s had been created, (table 16.1). Further, the anticipated
increases in employment levels in the occupant firms between 1986 and 1088
suggest that evaluations undertaken in 1988 would produce quite different
firdings from those conducted two or four years earlier.

It is clear that such variations would have a very significant affect on
the conclusions which were reached about the programme, and that previous
studies which have relied upon once-off evaluations of the employment
impacts of a programme, are very unlikely to have provided a comprehensive
picture of the programme’s medium and long term employment impacts. This is
particularly important in view of the fact that employment measures have
been by far the most widely used performance indicator in past studies, and
that policy makers seem to be almost totally pre-occupied with them. Rather
than measuring employment levels at one point in time, it seems that in the
future, employment impacts should be measured in terms of “job flows" over
time, expressed as man / woman F.T.E. jobs over the lifetime of the
progranme. This is likely to provide a much better performance indicator
than those which have been used to date.

4.2 Possible "employment ceilings"

It is clear that in 1986 the managing directors of the occupant firms
expected that the numbers of jobs accommodated in the D.C. units would
continue to increase. By 1988 they expected the units to accommodate 154
more F.T.E. jobs than they had done two years previously, (table 16.10).
However this is a slower rate of increase than had occurred between 1984
and 1986 when the number of jobs accommodated in the units increased by 231
F.T.E.'s, (table 16.10).
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This slowing down of the rate of increase in the numbers of jobs
accommodated in the units was most marked in the case study areas in which
the highest employment densities had been achieved, i.e. Market Drayton,
Longnor ard Ipstones, (Figures 16.1 and 16.2). The mumber of F.T.E. jobs
accommodated by occupant firms in these areas had increased by 148, 21 and
25 respectively between 1984 and 1086, (table 16.10). This represented an
increase of 124 %, 48 % and 250 %, (table 16.11). Between 1986 and 1988,
the numbers of Jjobs accommodated seemed likely to increase 101 in Market
Drayton, 13 in Ipstones, and to remain unchanged in Longnor, percentage
increases of just 38 %, 20 % and O %.

The reason for this slower anticipated rate of growth was that the firms
occupying units in these areas, were beginning to reach “employment
ceilings", whereby they could not accommodate any more workers in the units
which they occupied. For example, the managing director of the largest
occupant firm in Ipstones, stated in the course of the interview conducted
with him in 1986, that because of the lack of space he did not anticipate
increasing the size of his workforce or the level of turnover at all in the
future. For the same reason, one of the larger occupant firms in Market
Drayton seemed certain to move out of the area in the near future. The only
occupant firm in Longnor had taken over both the units on the site, and
because it had no further room fur expansion, was making plans at the time
of the 1988 survey to open a branch factory thirty miles away.

The fact that much slower rates of employment growth were expected in
the future in the three areas in which the programme has been most
successful in creating new jobs, has important implications for D.C. policy
in the future. If the experiences of the occupant firms in Market Drayton,
Ipstones and Longnor are shared by firms in other parts of the country, it
seems that the Commission has been successful in attracting firms into its
priority areas, ut that these firms are unlikely to be able to achieve
their full employment potential because of the size of the D.C. units. As a
result many are likely to move out of priority areas just at the time when
they might provide a substantial number of new jobs for local people, amd
existing jobs in the firms could be taken away from local people. This
evidence adds further support to the argument, (put forward in section 2.0
chapter 9), that the Commission should consider providing larger premises
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In its target areas for firms which prove to be successful and thus out-
grow existing D.C. units.

If “employment ceilings" are reached, it should be possible to predict
the maximum number of jobs which could accommodated in the units, and
therefore to predict the likely future levels of the programme’s employment
impacts. This would facilitate a more accurate appraisal of the impacts of
the units, than has been possible in the past, and therefore seems to be a
promising area for future research.

It is clear that not only are judgements about the programme’s overall
effectiveness affected by the time at which a once-off evaluation is
corducted, but that this might also influence the conclusions which are
reached about the relative merits of projects in different areas. Thus for
example, in Bakewell and Weabley the increases in employment levels between
1984 and 1986 were relatively modest, but more rapid increases were
expected to occur between 1986 and 1988, (tables 16.10 and 16.11). This may
be because unlike the firms in Market Drayton, Ipstones and Longnor, the
firms in these areas were not approaching the carrying capacities of their
units. It is clear that if this trend continues over a number of years, the
programme might eventually prove to be as successful in Bakewell and
Wecbley as it has been in Market Drayton, Ipstones and Longnor.

It was clear that the relative effectiveness of the programme in
different areas did not change significantly between 1984 and 1986, nor (in
spite of the slowing down of growth rates in Market Drayton, Longnor and
Ipstones,) between 1986 and 1088. It seemed that the highest rates of
increase in the nmumber of jobs accommodated between 1984 and 1988 were
likely to occur in the areas which had the highest employment densities in
1984. Vith the exception of Waterhouses, the areas which had been least
successful in terms of the number of people employed per unit area, were
likely to continue to be the least successful even four years later.
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Table 16.10

Location F.T.E. jobs accommodated Increase
1984 1988 1988 1984-88

Market Drayton 119.0 267.0 268.0 249.0
Tudlow 39.5 52.5 64.5 25.0
Bakewell 49.5 54.5 7.8 28.0
Weobley 30.0 4.5 41.5 11.5
Leintwardine 11.0 13.0 1.0 - 10.0
Ipstones 44.0 65.0 78.0 34.0
Waterhouses 16.5 9.0 33.0 22.5
Longnor 10.0 35.0 35.0 25.0
Total 319.5 580.5 704.5 385.0

* excludes out-workers

Source : Surveys of occupant firms 1984 ard 1986

4.3 The effect of different measures on findings

The analysis of the employment impacts of the advance factory programme
in the case study areas by 1986 re-iterates the conclusions which emerged
from the analysis of the employment impacts of the programme by 1084
regarding the need for appropriate measures of "new" jobs to be used. The
1986 survey confirmed that the choice of methodology which is used to
analyse the employment impacts of a programme, greatly affects the accuracy
of the findings which are obtained, and therefore the conclusions which are
reached about the programme’s effectiveness. For example, it was clear that
(just as in 1984), only a proportion of the jobs which were accoammodated in
the units would not have existed in the case study areas in the absence of
the programme. It seemed that about 87 % of the accommodated jobs were new
to the target areas, (table 16.12). It was also clear that the before /
after approach was not an accurate method of measuring net employment

impacts.
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Table 16.11

Location % increase in FTE jobs accommodated in units *

198486 108688 1984-88
Market Drayton 124 % 38 % 200 %
Tudlow 33 % 23 % 83 %
Bakewell 10 % 42 % 87 %
Weobley 15 % 20 % 38 %
Leintwardine 18 % - 1200 % -9l %
Ipstones 48 % 20 % 77 %
Waterhouses ™6 % 34 % 136 %
Longnor 250 % 0% 250 %
Total 72 % 28 % 120 %

* excludes out—workers

Source : Surveys of occupant firms 1984 and 1986

The differences obtained by the three methods of estimating employment
impacts are particularly significant because the total numbers of jobs
involved are relatively small. What appear to be quite small differences in
the results obtained by the different methods, may therefore greatly affect
the conclusions which are reached about the relative performance of the
projects in the different case study areas. This is demonstrated by the way
in which the rank order of some of the case study areas in terms of the
nmumber of new jobs provided by the programme, varied according to the
output measure used, (table 16.13).
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Table 16.12

Location dobs accommodated Before / after Gains to case study

measure * measure * areas *
Market Drayton 267.0 229.0 246.5
Ludlow 52.5 22.5 27.0
Bakewell 54.5 6.5 43.0
Wecbley 34.5 24.5 30.5
Leintwardine 13.0 13.0 12.0
Ipstones 65.0 55.0 65.0
Waterhouses 2.0 9.0 13.5
Longnor 35.0 33.0 44.0
Total 650.5 412.5 481.5

* F.T.E.'s excluding out-workers

Source : Surveys of occupant firms 1984 and 1986

5.0 TYPES OF JUBS AND EMPIOYEES ACOCMMODATED IN OCCUPANT FIRMS IN 1986

The analysis of the employment impacts which the programme had had by
1086 has thus far been based on an analysis of the number of jobs provided,
but the employment impacts of a programme cannot be adequately measured
solely in terms of the mumbers of jobs created. The types of jobs ard the
characteristics of the individuals who take up the jobs are also important
influences on the extent to which a local economic programme is likely to
achieve its objectives. It was therefore important to take account of how
the types of jobs and employees in the units have changed between 1984 and
1088, and detailed information about them was collected in the course of
the secord survey of the occupant firms.
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Table 18.13

Rank Accommodated Before / after * With / without *
Jobs *

1 Market Drayton Market Drayton Market Drayton
2 Ipstones Ipstones Ipstones

3 Bakewell Longnor Longnor

4 Ludlow Bakewell Bakewell

5 Longnor Wecbley Weobley

6 Weobley Ludlow Tudlow

7 Waterhouses Leintwardine Waterhouses

8 Leintwardine Waterhouses Leintwardine

* F.T.E.'s excluding out-workers

Source : Surveys of occupant firms 1984 and 1986

In 1986, 51 % of the on-site employees of the occupant firms were men
ard 49 % were women. In 1984, 59 % of the employes were men and 41 % women.
It was clear therefore that there had been a significant shift towards
female employees, over the two year period. This was largely the result of
the increasing demand in the firms which had expanded since 1984, for semi
or unskilled labour to undertake assembly work. A trend which is also clear
fram the analysis of the types of Jjobs which were provided by the occupant
firms in 1986. As in 1984, the largest single category of jobs provided in
the units was for skilled labour; 43 % of the jobs were classified as being
"skilled". This was however, only a slight increase compared on the
proportion of jobs which had been "skilled" in 1984, (table 16.14). The
major change between 1984 and 1986, had been in the proportion of the jobs
provided by the occupant firms which were semi-skilled or unskilled, which
increased from 29 % in 1984 to 36 % in 1986, (table 16.14).

Although the absolute numbers of professional and clerical jobs
increased between 1984 and 1986, the percentage of workers who were engaged
in professional, technical / sales and clerical jobs all declined. Although
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it is difficult to make definitive judgements after only two years, it
seems that the professional and technical workers (often the fourders of
the firms) had been with the firm from its inception, whereas production
workers were only taken on as the firms expanded.

Types of job Number of on-site jobs % of total on-site jobs
1064 1966 1064 1086
Professional 33 38 9 % 7 %
Technical / sales 30 31 11 % 6 %
Clerical / office 30 51 11 % 9%
Skilled 145 239 40 % 43 %
Unskilled 104 200 29 % 36 %

Source : Surveys of occupant firms 1984 and 1986

It was also clear from the 1986 survey of the occupant firms that the
proportion of young people they employed increased rapidly between 1984 and
1986. The total number of employees in the firms increased by 199 between
1984 and 1986, arxd of these 144 were under 25 years of age. As a result,
the proportion of employees aged under 25 increased from less than a third
to nearly half between 1084 and 1986, (table 16.15). This may also be the
result of the increasing numbers of semi-skilled and unskilled workers
required by the firms.
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Table 16.15

Age Number of on-site employees % of on-site employees
1084 1986 1084 1986

less than 25 106 284 2 % 45 %
25 - 45 221 270 48 % B8l %
45 + 33 35 9 % 8 %

Source : Surveys of occupant firms 1984 and 19086

Apart from the large increases which occurred in the total number of
Jobs provided by the occupant firms, the change in the age structure of the
workforces of the occupant firms was possibly the most important change
which occurred between 1984 and 1986, because this is likely to have
determined the nature of the programme’s impacts on the level of local
incame, the local labour markets and the population structure of the case
study areas.

It is clear for example, that semi-skilled and unskilled jobs, were
likely to be associated with relatively low rates of pay. Since a much
larger proportion of the workers recruited between 1984 and 1988 had taken
up unskilled / semi-skilled jobs than had been the case up to 1984, it was
likely that the increases in aggregate incomes in the case study areas will
have been smaller per new job provided, than had been the case before
19084.

It was clear from the analysis of the programme’s effects on the local
labour markets in the case study areas by 1984, that a high proportion of
the women who tock up jobs in the factory units had not been in paid
employment immediately prior to moving to these jobs. The fact that the
proportion of female employees had increased between 1984 ard 1986 suggests
that the programme was likely to have had led to increased activity rates
in the case study areas over this time period. The large numbers of young
people who had been taken on since 1984 suggested that the programme was
also likely to have helped to reduce local rates of youth unemployment.
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This is in contrast to the situation in 1984, when many of the new jobs
provided in the units had socaked up concealed unemployment, (section 7
chapter 13).

The characteristics of the employees who had taken up jobs in the
occupant firms since 1984 would also have determined the nature of the
programme’s demographic impacts. It is likely that most of the unskilled
jobs provided in the firms between 1984 and 1986, will have been taken up
by local people. Firstly, because local people are likely to have been able
to do the jobs, and the occupant firms would not therefore have had to
recruit people from outside the case study areas. Secondly, because they
are likely to have been relatively low paid jobs, axd it is therefore
unlikely that potential employees will have been willing to move or commute
from long distances from outside the case study areas, to take them.

The fact that a large proportion of the jobs provided between 1984 and
1086 were unskilled or semi-skilled, means that the main demographic impact
of the programme between 1984 and 1986, was likely to have been to
discourage local people from leaving the case study areas, rather than to
attract large numbers of non-indigenous people to move into them. It seems
likely therefore that to the extent that the programme has helped to
maintain local population levels, it will have done so primarily as the
result of prevented out-migration rather than by increasing the rate of
immigration.

Since young people are less likely than the middle aged, to have
deperdents, the fact that most of the new jobs provided in the occupant
firms between 1084 and 1986, were taken up by young people suggests that
the short term impact on the population balances of the case study area may
not have been as great as it had been up to 1984, when the majority of new
jobs had been teken up by older people. However, the retention of local
young people will have helped to maintain a balanced age structure within
rural communities, which might be seen as an "investment" for the future,
when they will have families of their own, and therefore create additional
demand for local services.
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6.0 SUMMARY AND CONCLUSIONS

It was clear from the present study that the mumber of jobs accoammodated
in most of the occupant firms had increased rapidly between 1984 and 1988,
ard that such increases were expected to contimue over the following two
years. Whereas in 1984 only 280.5 new local F.T.E. jobs had been created as
a direct result of the programme, by 19868, at least 481 new jobs had been
provided in the case study areas. As a result, quite different conclusions
might have been reached about the effectiveness of the programme from
studies undertaken just two years apart. It is clear therefore that the
results of once-off evaluations are largely dependent on the time at which
the analysis is undertaken, ard that they are therefore an inadequate basis
on which to assess programme performance, or to wmake policy decisions.
Since the full extent of a programme’s employment impacts is likely to be
manifested over a mumber of years, it is necessary to measure them in terms
of "job flows" of man / woman F.T.E. years of work provided throughout the
lifetime of the programme.

The rates of increase in the mumber of accommodated jobs varied
significantly between the case study areas. As in 1984, the employment
densities in Market Drayton, Ipstones and Longnor contimued to be much
greater than those in other areas. However, there was clear evidence that
by 1986, some of the firms in these areas lacked sufficient space to
continue to expand at the same rates as they had in previous years. As a
result 1t seemed clear that some were likely to be forced to move out of
the case study areas. The likely rate of increase in the number of jobs
accammodated in the firms in these areas was therefore likely to be lower
between 1986 and 1088 than it had been between 1984 and 1986.

By contrast, the numbers of jobs accommodated in the factory units in
Bakewell and Weobley was likely to increase more rapidly between 1028 and
1988, than they had done in the previous two years. Since the number of
Jobs provided in the units in Vaterhouses had increased quite rapidly
between 1984 and 1986, it seemed clear that by 1988 the programme was
likely to have created a substantial number of jobs in at least six of the
case study areas. However, it seemed that employment levels in the occupant
firms in the other two areas, (Iudlow ard Leintwardine), would contime to
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increase only quite slowly, and that there was a possibility that by 1988
almost no jobs would be provided in the units in Leintwardine, because of
the clear intention of the two occupant firms which employed the largest
mmbers of people to move to other areas.

As with the analysis of the results of the 1984 survey, it was clear
that the number of jobs which appeared to have bxeen created or retained as
a direct result of the programme, deperded greatly on the measure of new
jobs which was used. Therefore the findingds of previous studies which have
used approaches other than the with / without method are unlikely to have
been accurate.

There were significant changes both in mix of different types of Jjoks
provided by the occupant firms, and the characteristics of their employees
between 1984 and 1986. A greater proportion of the jobs provided by the
firms were unskilled or semi-skilled than had been the case in 1984, ard a
larger percentage of the employees were female ard / or urder 25 years of
age. These shifts had probably occurred largely because many of the
occupant firms had found it necessary to recruit more production workers
due to expansion.

It seems likely that as a result of these changes, more of the new jobs
provided in the occupant firms between 1984 and 1986 would have led to
increases in local activity rates, and decreases in the level of local
registered unemployment, (especially among the young), than had been the
case up <0 1884. It was also likely that more local people benefitted from
the programme between 1984 and 1986 and that the main positive demographic
impact of the prograrme over that pericd was to prevent out-migration,
rather than attract new people to live and work within the case study
areas.
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CHAPTER 17 THE COST EFFECTIVENESS OF THE PROGRAMME

1.0 INTRODUCTION

Many previous studies have been concerned only with the impacts which
local economic programmes have had. As long as programme impacts have been
accurately identified and measured, and in particular, so long as an
accurate distinction has been made between the jobs whose existence
actually deperded on the programme, and those jobs which would have existed
even in the absence of the programme, such studies can be used to evaluate
programmes in terms of the abjectives which were they were expected to
achieve. However, since they do not take into account the costs of the
prograxmes, they do not enable comparisons of its effectiveness in
different areas to be made, nor do they facilitate comparisons between the
effectiveness of the programme which is being evaluated and alternmative

programmes.

Since the launch of the Financial Management Initiative in 1982,
programmes throughout the public sector have increasingly came under
scrutiny, to ensure that they are efficiently managed and that they provide
"good value for money". Value for money has generally been interpreted as
achieving the maximum possible scale of impact(s) at the lowest possible
cost to the public purse. As a result, policy makers have increasingly
required evidence from evaluators which provides them with a basis for
determining which programmes are the most cost effective and therefore
worthy of continued support, and which are not and should therefore be
discontimied. The present study therefore included an analysis not only of
programre impacts, but also of the costs of the programme in the case study
areas, (section 3.0 chapter 8), so that its cost effectiveness could be
evaluated.
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2.0 MFEASURES OF COST EFFECTIVENESS

There are a number of different ways in which the cost effectiveness of
an initiative such as the advance factory building programme can be
neasured. Some researchers have measured the gross costs of a programme. It
is important however to identify net costs and impacts (those which would
not have occurred in the absence of the programme or project) ard to use
these for cost effectiveness measures. Costs can be measured over at least
three different time periods: either as a "snmap-shot" view at just one
point in time, or over the lifetime of the programme / project up to the
time of the evaluation, or over a future time period on the basis of
estimates of the net present value of its future benefits. Finally, cost
effectiveness measures can be based on the costs of producing a variety of
different impacts.

The present study was concerned with the costs of the case study
projects rather than of the programme as a whole. As a result the costs of
administering the programme nationwide were excluded. The analysis was
therefore based on the marginal costs of the programme, ard on the average
costs of the case study projects. The marginal cost of the projects
themselves were not calculated because although marginal project costs may
have provided a useful way of determining the most economical way of
providing additional impacts, they would not represent an adequate measure
of cost effectiveness. This is because they would not take account of the
fact that different areas face problems of differing magnitudes and as a
result although projects in "problem" areas may have greater marginal costs
they may still represent the most effective way of assisting them.

Some previous researchers have measured cost effectiveness in terms of
an analysis of the costs arnd benefits of a programme at just one point in
time. Since both costs and benefits can vary over the lifetime of a project
this is likely to give a misleading impression of the true size of costs
ard benefits. Therefore in the present study the net costs of the case
study projects were calculated from the beginning of the projects up to the
time of the evaluation. Net costs were calculated by subtracting the value
of income (derived from rents paid by occupant firms and from sale of the
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units) from the costs of site acquisition, site development and servicing,
construction costs and the cost of maintaining the units up to 1984.

By mid 1984 the total costs of the programme had amounted to £.3,372,204
(at 1984 prices) (section 3.1 chapter 8). Total receipts from rents and
sales up to mid 1984 had totalled to £ 396,223. Therefore the net costs of
the advance factory programme in the case study areas by 1984 had been
£2,975,981 (at 1984 prices) (table 17.1), and it was against this figure
that the impacts of the programme were compared, to provide measures of the
cost effectiveness.

Table 17.1

Case study areas Construction costs Receipts Net costs

Market Drayton £ 890,946 £ 179,011 § 711,935
Ludlow § 633,467 f 28,302 £ 605,165
Bakewell § 524,378 £ 39,078 § 485,205
Weabley § 406,241 ¢ 59,187 § 347,084
Leintwardine £ 188,444 £ 23,781 § 164,663
Ipstones ¢ 310,718 § 56,193 § 254,525
Waterhouses ¢ 253,656 § 8,334 ¢ 245,322
Longnor § 164,358 £2,37 § 161,989
Total £ 3,372,204 £ 396,223 § 2,975,981

Source: Analysis of English Estates records 1084

In order to take account of the future costs and benefits of initiatives
some researchers have calculated the net present value of the likely future
costs arxd impacts of projects (see for example section 3.2.5 chapter 4).
Such an analysis is likely to find favour with the Treasury. However since
it is clear from the present study that the impacts of the programme can
change very rapidly over a short period of time (section 2 chapter 16),
previous researchers’ estimates of the future level of impacts are unlikely
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to have been reliable. Given the present state of knowledge of the scale of
future benefits such projections are unlikely to be a useful means of
determining the likely level of the future cost effectiveness of
programmes. There 1s a need for projects to be monitered over several years
in order to discover what benefits they actually produce in the medium /
long term until this 1s conducted however it seems better to avoid
speculative estimates of future benefits, and to focus instead upon
accurate measures of known costs and benefits up to the time of the
evaluation (section 3.8 chapter 19).

Many previous studies of the cost effectiveness of programmes such as
the advance factory programme have used measures of cost effectiveness
hased on lower level outputs (for example the cost per unit area of
floorspace provided by a programme). However, like many publicly funded
programmes, the advance factory building programme also produces higher
level outputs such as new jobs and attracting people to live ard work in
the target areas, (section 5 chapter 5). Measures of the low level outputs
on their own are not therefore an adequate basis on which to judge its cost
effectiveness. Since many of the higher level impacts of the programme were
identified in the present study, it was possible to use cost effectiveness
measures which were directly related to higher level aobjectives. Like many
similar programmes, the advance factory building programme has multiple and
somewhat contradictory objectives, the present analysis therefore measured
cost effectiveness in terms of a range of outputs. In this way it was
possible to provide policy makers with several criteria against which
decisions regarding future funding for the programme could be made.

3.0 THE COST EFFECTIVENESS OF ACHIEVING ILOW LEVEL OBJECTIVES

The lowest level objective of the D.C.’'s advance factory building
programme was to provide new factory units. The simplest measure of its
cost effectiveness was therefore the cost per unit area of floorspace which
had been provided in the case study areas. Since the net costs of the
programme had amounted to £2,975,981 (at 1984 prices), and the 56 units in
the case study areas had provided a total of 102,161 square feet of
floorspace, (section 2 chapter 9), the average cost per square foot of
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floorspace provided by 1984 had been £29.13 (at 1984 prices), (table
17.2).

There were significant variations between the construction costs which
had been incurred in different case study areas. In Market Drayton for
example, the average cost of factory floorspace constructed by 1984 was
nearly £ 4 per square foot less than the average for the eight case study
areas, whereas in Longnor it was more than three times the average figure,
(table 17.2). These variations in the costs of the units are likely to have
been the result of the fact that in some areas, site preparation costs had
been much higher than in others. For example, in Weobley the units had been
built on split sites, and the need to prepare two sites, was likely to have
increased the overall construction costs. The costs of providing the units
in Longnor had been increased by the fact that they had to be built from
stone which was considered to be in keeping with its location in the
National Park.

Table 17.2 Construction costs per unit area of floorspace

Floorspace provided Net direct costs * Average cost *

(square feet) per sq. ft.
Market Drayton 28,280 £ 711,935 I 25.20
Ludlow 20,5800 f 605,165 f 20.82
Bakewell 16,650 §f 485,208 f 20.15
Weabley 11,400 § 347,084 £ 30.45
Leintwardine 6,000 ¢ 164,663 f 27.44
Ipstones 8,080 § 254,525 £ 31.80
Waterhouses 9,281 § 245,322 £ 26.45
Longnor 2,000 § 161,989 £ 81.00
Total 102,161 f 2,975,081 £ 29.13

* 1084 prices

Source: Analysis of English Estates records 1084
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At the next level in the hierarchy of objectives, the Commission
anticipates that the units which it finances will prove to be attractive to
firms, and will therefore be occupied. In the present study, occupancy
rates had been measured in the units up to 1984, (section 4.0 chapter 9),
and the cost effectiveness of the programme could therefore be considered
in terms of the cost of providing each unit and / or each square foot of
floorspace per month for which they had been occupied. The average cost of
providing the units per month for which they had been occupied since the
time when they were completed up to 1984 had been £2,745 (at 1984 prices),
(table 17.3). The average cost of providing each square foot per month
occupied had by 1984 amounted to £1.11 (table 17.4).

Table 17.3 Cost effectiveness measured in terms of units occupied
Case study area Cost of programme* Months units Cost per month
occupied unit occupied*
Market Drayton £ 711,935 288 i 2,472
Ludlow £ 605,165 114 £ 5,308
Bakewell f 485,208 131 £ 3,708
Weabley £ 347,084 208 § 1,685
Leintwardine £ 164,663 131 £ 1,857
Ipstones £ 254,525 158 £ 1,844
Waterhouses f 245,322 22 11,181
Longnor £ 161,989 34 I 4,764
Total £ 2,975,981 1084 £ 2,745
* 1984 prices

Source : Survey of occupant firms 1984 and E.E. records

The costs of the programme could also be compared with the numbers of
particular types of firm which have been accommodated in the units, to
provide a series of measures of effectiveness. Thus for example, the
average cost per new firm accommodated in the factory units in 1984 had
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amounted to £128,399, the cost of each established non-local firm which
had been attracted into the case study areas by 1984 had been £ 207,508,
and the cost per manufacturing firm accommodated in the units had been
£119,039.

Table 17.4

Case study area Cost of programme * 1,000 sq. £ft. Cost per 1,000
months sq ft per
occupied * month occupied *

Market Drayton £ 711,935 1134.8 £ 827
Ludlow f 608,168 151.8 £ 3,94
Bakewell £ 485,298 258.3 £ 1,8M
Wecbley £ 347,084 563.4 £ 816
Leintwardine £ 164,663 196.5 £ 838
Ipstones § 254,525 272.5 g 034
Waterhouses f 245,322 €6.1 £ 8,71l
Longnor £ 161,989 34.0 £ 4,764
Total £ 2,875,081 B677.0 £ 1,112
* 19084 prices

Source : Survey of occupant firms 1984 and E.E. records

4.0 THE COST EFFECTIVENESS OF EMPLOYMENT GENERATTION

One of the main aims of local employment programmes has been to create
new jobs. Measures of the cost effectiveness of employment generation,
(such as the cost per new job created), have therefore been the most
commonly used performance indicators. Their main appeal to policy makers
has been that they provide quantitative performance indicators which have
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the appearance of precision and accuracy. However, the present study has
shown that the employment impacts of the advance factory building programme
have rarely been measured accurately in previous studies. As a result, the
cost per job figures reported by previous researchers are unlikely to have
been accurate.

In these cases lower level cost effectiveness measures may provide the
only reliable basis on which policy makers can compare the cost
effectiveness, either of one programme in different areas, or between
alternative programmes. However, in the present study, the programe’'s
employment impacts were measured more accurately than in most previous
studies, and the cost per job measures used were therefore likely to
provide an accurate indication of the programme’s performance.

4.1 The cost effectiveness of employment generation by 1984

The present study showed that by 1984, 319.5 on-site F.T.E. jobs were
accommodated in the occupant firms, (section 2.1.2 chapter 12), which
employed a total of 360 permanent workers, (section 2.1.1 chapter 12). By
1984, the average cost per employee provided with an on-site job had
therefore amounted to £8,287 (at 1984 prices), and the average cost per
on-site F.T.E. job accommodated in the units by 1984 had been £ 09,314,
(table 17.8). The average cost per employee provided with an on or an off-
site job had amounted to £ 5,315, and the average cost per F.T.E. job
provided by the occupant firms (including off-site jobs) had been £ 7,680.
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Average cost per on-site
Job / employee *

Employees accommodated £ 8,267
F.T.E. jobs accommodated £ 9,314
New local F.T.E. jobs £ 10,610
F.T.E. Jobs gained by national economy £ 45,001

* at 1984 prices

Source : Survey of occupant firms 1984 and E.E. / CoSIRA records

The present study has showed that the only way of accurately measuring a
programme’s employment impacts is to identify those jobs which would not
have existed in the absence of the programme. The most useful measures of
its cost effectiveness therefore relate to the cost per new job, either to
the local area, or to the national economy. By 1984, 280.5 of the F.T.E.
Jobs accommodated in the occupant firms were unlikely to have existed in
tle case study areas in the absence of the programme, (section 2.5.2
chapter 12), and (disregarding the possible effects of local market share
displacement and multipliers), 68 of them were probably new to the national
economy (section 2.5.1 chapter 12). The avérage cost per new local on-site
F.T.E. job had therefore amounted to £10,610, (at 1984 prices), (table
17.8), and the average cost per job gained by the national economy had been
£45,001, (table 17.5). Including off-site jobs, the average cost per new
local job had been £8,539, and that of each job new to the national
economy had been £21,565.
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Table 17.6

Location New local on- Net programme Average cost per
site FTE jobs costs by 1984 * new local

on-site job *
Market Drayton 115.0 £ 711,935 i g,101
Ludlow 21.5 £ 605,165 f 28,147
Bakewell 35.0 £ 485,208 £ 13,866
Weabley 28.5 £ 347,084 £ 12,178
Leintwardine 10.0 £ 164,683 : £ 16,468
Ipstones 44.0 £ 254,525 § 5,785
Waterhouses 16.5 I 245,322 £ 14,8868
Longnor 10.0 £ 161,989 £ 16,190
Total 280.5 f 2,975,981 £ 10,610

* 1084 prices

Source : Survey of occupant firms 1984 and English Estates records

4.2 Cost effectiveness of employment generation by 1988

The initial, fixed costs, (those involved in acquiring land, preparing
the sites and constructing the units), were by far the largest component of
the programme costs in the case study areas; on-going costs, (such as those
incurred in maintaining the units), had been a relatively small proportion
of the total costs of the programme, (section 3.0 chapter 8). Therefore the
gross costs of the programme by 1986 were unlikely to be substantially
different from those which had been calculated in 1084. However, since the
occupant firms had paid £ 262,594 (at 1984 prices) in rents between 1984
and 1986, the net costs of the programme had decreased to £ 2,713,387 by
19€6.

By 1986 the firms in the factory units employed a total of 759 people.
The average cost per employee provided with a job by 1986 had therefore
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amounted to £ 3,575 (at 1984 prices). A total of 550.5 F.T.E. permanent on-
site jobs were accommodated in the factory units in the case study areas,
(section 2.1 chapter 16), and the average cost per job accommodated by 1988
had therefore been £ 4,920. It seemed likely that a minimum of 481.5 of
these had been job dains to the case study areas, (section 2.3 chapter 16),
and the average cost per new local F.T.E. job had by 1988, amounted
therefore to £ 5,635, (table 17.7). It was estimated that in 1988 120.5 of
the accommodated jobs might be new to the national economy, (section 2.4
chapter 16), and if this was the case, the average cost per new job to the
national eccnomy had been £ 22,518.

Average cost per on-site
Job / employee *

Employees accommodated £ 3,875
F.T.E. jobs accommodated £ 4,929
F.T.E. jobs gained by local areas £ 5,460
F.T.E. jobs gained by national economy £ 22,518

* at 1984 prices

Source : Survey of occupant firms 1986 and E.E. / CoSIRA records
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Table 17.8

Location New local on- Net programme Average cost per
site FIE jobs costs by 1084 * new local

on-site job *
Market Drayton 286.0 f 664,009 I 2,604
Tudlow 40.0 £ bB47,515 i 13,688
Bakewell 28.5 £ 425,908 £ 14,044
Weobley 31.5 §f 318,356 £ 10,107
Leintwardine 12.0 £ 147,283 i 12,272
Ipstones 65.0 £ 232,425 £ .3,578
Waterhouses 29.0 £ 226,322 i 7,804
Longnor 35.0 £ 151,5 £ 4,331
Total 497.0 £ 2,713,387 £ 5,460

* 1884 prices

Source : Survey of occupant firms 1986 and English Estates records

4.3 Cost effectiveness of job generation by 1988

Although the data relating to expected employment levels in 1988 was
necessarily less "firm" than that regarding the number of jobs which had
been provided by 1984 and 1986, and therefore needed to be treated with
some caution, it provided a basis on which projections of the likely future
cost effectiveness of employment generation under the programme could be
made.

By 1988, the occupant firms would have paid a further two years rent,
which therefore had to be deducted from programme costs. The costs of the
programme were unlikely to have risen significantly, because (as explained
above), on-going costs (such as maintenance costs), comprised a very small
proportion of the total costs of the programme. Therefore, just as the
overall net costs of the programme had decreased between 1984 and 1986,
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they were likely to diminish further by 1988. In addition, since some of
the firms were likely to have moved out of the case study areas by 1988,
(section 3.1 chapter 16), the rent paid by these firms and the jobs they
provided were excluded from the analysis. Having taken these two factors
into account, it seemed likely that the net costs of the programme by 1088
would have amounted to approximately £ 2,476,343.

The 1986 survey of occupant firms showed that by 1988, the occupant
firms in the case study areas might accommodate approximately 704.5 F.T.E.
permanent on-site jobs, (section 3.2.1 chapter 16), of which at least 604
were unlikely to have existed in the case study areas by that time in the
absence of the programme, (section 3.2.3 chapter 16). Thus the average cost
per job acconmodated in the units by 1988 might amount to about £ 3,515,
(at 1984 prices), and the average cost per new local F.T.E. job which had
been created as a direct result of the programme might be £ 4,100.

5.0 THE COST EFFECTIVENESS OF ACHTEVING HIGH LEVEL OBJECTIVES

Most previous studies have been based solely upon measurements of the
cost effectiveness of employment generation as an indicator of a
prograxme’s performance. This is understandable in the 1light of the
considerable problems involved in measuring higher level outputs. However,
since the creation of jobs per se is very rarely, if ever, more than a
means of achieving final objectives of a programme, the cost effectiveness
with which these final outcomes have been achieved is likely to be the best
basis on which to compare the relative merits of alternative programmes, or
of the same programmes in different arecas. Since in the present study, some
of the higher level outputs of the programme (for example, the impacts on
the local labour market, and on population levels in the case study
areas), had been neasured, it was possible to calculate the cost
effectiveness with which the programme had produced these final impacts.

112



5.1 The cost effectiveness of producing impacts on the local labour
market

The analysis of the sequences of job changes which had been initiated by
the provision of new jobs indicated that by 1984, the programme was likely
to have led to an increase of 56 in local activity rates, a decrease in the
level of local registered unemployment of 57, and a decrease in concealed
unemployment in the case study areas of 28, (section 7.0 chapter 13, table
13.9). The costs of the factory building programme in the eight case stuly
areas, net of receipts (from the sale of units and rents paid by the
occupant firms), had amounted to £2,975,981 by 1984, (section 2.0 above).

Therefore by 1984, the average cost per person removed from the
unemployment register in the case study areas had been approximately
£52,210, (at 1984 prices). The average cost of having brought each person
who was previously economically inactive but not registered as unemploy
into the labour market had been £53,143, (1984 prices). The average cost
of each reduction in concealed unemployment had been £ 114,4681. If it was
assumed that concealed unemployment would in the medium / long term have
led to commensurate increases in the level of local registered
unemployment, (section 7.0 chapter 13), the reductions in registered
unemploynent, and concealed unemployment might be added together, and in
this case the average cost per person removed from the unemployment
register in the long term had amounted to £ 35,8565.

5.2 The cost effectiveness of producing demographic impacts

The overall objective of the advance factory building programme has been
to ensure the maintenance of stable population levels in the target areas,
(section 5.0 chapter 5). The highest level indicator of its cost
effectiveness is therefore, the cost with which the programme had done
this. The findings of the present study suggested that by 1984, 86 of the
employees would not have lived in the case study areas if the factory units
had not been provided, (section 6.0 chapter 15). The average cost per
employee retained within or attracted to the local areas had therefore
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probably amounted to about £ 34,605 (at 1984 prices). The majority of these
employees were between the ages of 25 and 45, and were therefore likely to
have a mumber of dependents, (section 3.2 chapter 12). It therefore seemed
likely that in total, between 200 and 250 people might have been retained
in, or attracted to, the case study areas by 1084. If this was the case,
the average cost per person retained in, or attracted to, the areas would
have been between £ 12,000 and £15,000, (at 1984 prices).

6.0 COMPARISONS WITH THE COST EFFECTIVENESS OF OTHER SIMITAR PROGRAMMES

One of the potential benefits of cost effectiveness studies is that they
should enable comparisons to be made between the merits of alternative
programmes and Dbetween the operation and effectiveness of the same
programme in different areas. Although, such comparisons have to be made
with caution because different researchers have used different evaluation
methodologies, it should therefore be possible to compare the cost
effectiveness of the advance factory building programme with that of other

The methodology developed in the present study differed from those used
in most previous studies of local economic initiatives in a mumber of ways,
two of which arc of particular importance when comparing the results of the
present studies with those obtained by previous researchers who have
evaluated other similar programmes. Firstly, in the present study, cost
effectiveness was measured at a number of different levels in the hierarchy
of objectives. Previous researchers have tended however to measure cost
effectiveness only in terms of the cost per job provided by the programme.
It was therefore only possible to compare the cost effectiveness of the
advance factory building programme and other programmes in terms of their
employment impacts. Secondly, many previous researchers have failed to
nmeasure the employment impacts as accurately as was possible in the present
study, and comparisons may therefore be potentially misleading.

An evaluation of the Urban Development Grant programme carried out by
the present writer and coclleagues based on the methodology developed in the
present study, suggested that three years after the programme was launched,
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the cost of creating new local jobs under the U.D.G. programme had amounted
to about £15,455 (at 1986 prices), and that the average cost per new job
to the national economy had been approximately £ 18,338, (Martin 1088). A
recent evaluation of another locally based initiative, the Enterprise Zone
Experiment, found that new Jjobs within the Enterprise zones had been
provided at an average cost of between £23,000 and £ 30,000 each, (PA
Cambridge Economic Consultants 1987). An evaluation of the employment
benefits of economic development projects funded under the Urban Programme,
suggested that the provision of new factory units similar to those provided
by the D.C., had led to the creation of "new jobs" (no distinction was made
between new local jobs and new national jobs), at an average cost of
£ 10,933, (BECOTEC 1988).

The present study suggested that by 1984, the average cost of each new
local F.T.E. Jjob provided as a direct result of the advance factory
building programme had been £ 10,610 (at 1984 prices), axd that the average
cost per new job to the national economy had amounted to £45,001, (section
4.1 above). By 1986 the average cost per new local job was £ 5,460 and the
average cost per new job to the mational economy was likely to have been
approximately £ 22,518 (at 1984 prices), (section 4.2 above). It seemed
clear therefore that in as much as comparisons could be made between the
results of the present study and the other recent evaluations described
above, the advance factory building programme had been a cost effective
nethed of creating jobs within particular target areas, but that it may be
a less attractive policy instrument if “the main policy objective is to
create jobs which are new to the national economy.

7.0 SUMMARY AND CONCLUSIONS

By comparing the scale of programme impacts at different levels in the
hierarchy of outputs, with the net costs of the programme, it was possible
to calculate a range of measures of cost effectiveness. Lower level
measures (such as the cost per unit area of floorspace) may prove to be
useful in comparing the cost effectiveness of the advance factory building
programme with programmes for which rigorous analyses of employment and
other higher level impacts have not been undertaken. However, since higher
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level outputs relate more closely to overall programme objectives, it is
preferable to use them to compare the cost effectiveness of programmes
where possible. '

A range of cost per Jjob measures can be used to assess the cost
effectiveness of the programme, but given the objectives of the programme,
policy makers are most likely to be interested in the cost effectiveness of
creating new jobs. The most appropriate measure is likely to be the average
cost per new local job created by the programme. The present study suggests
that by 1984 the average cost of each new job created in the case study
areas had amounted to £10,610 (at 1984 prices), and that by 1986 it had
fallen to £ 5,460.

This has two important implications. Firstly the fact that the apparent
cost per new Job almost halved in just two vyears, re-iterates the
importance of evaluating programmes over a period of several vears.
Secondly, it seems that the advance factory building programme compared
favourably with other similar programmes in terms of the cost effectiveness
with which it had attracted new jobs to the areas at which it was targeted.
It seems however that it has not been as cost effective a way of creating
Jobs which were new to the national economy as have some similar programmes
have.

These findings must be interpreted with caution for two reasons.
Firstly, there were differencesbetween the methodologies used in the
present study and those by which other programmes were evaluated. Secondly,
the fact that the programme seems to have provided new jobs at a lower
average cost than some similar programmes is open to a number of possible
interpretations. It might for example, be concluded that the lower cost per
new local job created shows that the advance factory building programme is
a "better" policy instrument than some other programmes, or that it has
been more efficiency managed than them. It seems more likely however, that
it is a reflection of the fact that the case study areas had less severe
problems than for example, the inner city areas which the U.D.G. programme
was intended to benefit, and that as a result it had been easier to attract
new firms (and thus new jobs) to the target areas.
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It was also clear that the cost effectiveness of the programme had
varied between the case study areas at all levels in the hierarchy of
objectives. Since the same methodology was used to evaluate the programme
in each of these areas, such differences are likely to point to real
variations in the programme’s performance. The mix of case study areas used
in the present study was selected so as to enable the performance of the
programme to be compared in a range of settlements of different sizes, and
in different geographical settings, (section 3.1 chapter 6). A comparison
of its cost effectiveness in these areas therefore provides an excellent
basis on which to identify those areas where the programme had been most
effective, and might therefore be considered to be a suitable policy
response, and those areas in which it had provided a poor return (in terms
of intended benefits) on the public money which had been spent, and where
alternative strategies might therefore need to be considered. These
important policy issues are examined in the next chapter.
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CHAPTER 18 COMPARTSON OF PROGRAMME EFFECTIVENESS IN DIFFERENT ARFEAS

1.0 INTRODUCTION

One of the important policy issues facing the Commission is that of
wvhere to provide factory units in the future, in order to meet its
objectives most effectively. To date the Commission has financed the
construction of factory units in settlements of varying sizes, ranging from
large market towns with populations of several thousand people, to small
villages with populations of only a few hundred. There is some evidence
that the programme may have been less effective in smaller settlements than
in larger towns, (for example, the units in a number of villages have
proved to be difficult to let). However, very few previous researchers have
studied the effectiveness of the programme in village case study areas, ard
most have been concerned only with projects in the same sub-region. As a
result, there is very little reliable information about differences in the
programme’s performance in settlements of different sizes, or in different
regional settings.

The Commission’'s recent strategy has been to provide new factory units
in smaller settlements, in preference to market towns, (section 2
chapter 9). In order to assess the likely effects of this policy and to
identify the optimum locations for future building, the present study
evaluated the programme’'s effectiveness in a mix of town and village case
study areas, which were located in three different sub-regions. This
chapter describes the differences which were found to exist between
settlements cf different sizes, and between the case study areas which were
located in different regional settings, (section 3.1 chapter 6).
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2.0 COMPARTSON COF PROGRAMME PERFORMANCE IN MARKET TOWNS AND VILIAGES

2.1 The scale of programme impacts

It has been shown that by 1984, more factory units had been provided in
each of the three market town case study areas than in any of five villages
which were matched with them, but that somewhat surprisingly, the average
size of the units in the towns was a little less than that of the units
which had been built in the villages, (section 2.0 chapter 9). It was also
clear that average occupancy rates had been higher in the village case
study areas than in the towns, (section 4.3 chapter 9). There were also
differences between the types of firms which had occupied the units in
different areas. A greater proportion of the firms which had occupied
factory units in the village case study areas were manufacturing concerns
than was the case in the towns, and a much higher proportion were also new
start ups or non-indigenous in-movers, (sections 3 and 4 chapter 10),
(table 18.1).

Table 18.1
% manufacturing % new % established % established
firms firms local firms non-local firms
Towns 48 % 30 % 50 % 11 %
Villages G2 % 54 % 23 % 23 %

Source: Survey of occupant firms 1084

The findinds of the present study suggested that 77 % of the occupant
firms in the villages had moved into them as a direct result of the
programme, compared to only 52 % of the firms which had occupied factory
units in the market town case study areas. Between 1984 and 1986, the firms
which had occupied D.C. premises in the market towns had increased turnover
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by an average of 143 % since moving into the factory units. Whereas over
the same time period, the turnovers of the firms occupying units in the
villages had increased at an average rate of only 125 %, starting from a
similar average level of turnover in 1984.

In 1984 there was little difference between the employment densities :Ln
the factory units in the towns and villages. The occupant firms in the
three market towns accommodated 208 on-site F.T.E. jabs, at an average
density of 3.3 F.T.E.'s per 1,000 square feet, whilst the occupant firms in
the village case study areas accommodated a total of 111.5 on-site F.T.E.
Jobs, at an average density of 3.1 per 1,000 square feet, (table 18.2).
However, between 1984 and 1986, the workforces of the occupant firms in the
towns grew much faster than those of the firms in the villages, (Figure
18.1, table 18.3). As a result, by 1988 the former accommodated an average
of 6.0 on-site F.T.E. Jjobs per 1,000 square feet, whereas the latter
provided only 4.9 on-site F.T.E.’s per 1,000 square feet, (table 18.2).
According to the managing directors’ predictions of future growth rates,
the difference were likely to widen over the following two years. It seemed
that by 1988, the units in the market towns were likely to employ an
average of 8.1 on-site F.T.E.'s per 1,000 square feet of factory
floorspace, while those in the villages would accommodate an average of 5.4
F.T.E.'s per 1,000 square feet, (table 8.2).

Teble 18.2 dJobs accommodated in occupant firms

F.T.E. jobs accommodated Average employment density
( per 1,000 square feet )

1984 1086 1088* 1084 1986 19088*
Towns 208.0 374.0 510.0 3.3 6.0 8.1
Villages 111.5 176.5 194.5 9.3 4.9 5.4

* anticipated employment levels

Source: Surveys of occupant firms 1984 and 1988
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FIGURE 18.1

EMPLOYMENT CHANGE IN FIRMS OCCUPYING D.C. UNITS
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Table 18.3

% increase in jobs accommodated
1984 - 1988 1984 - 1988

Towns 80 % 145 %
Villages 58 % T4 %

Source: Surveys of occupant firms 1984 and 1986

It was clear that 171.5 (82 %) of the 208 F.T.E. jobs accommodated in
the units in the market towns would probebly not have existed in the case
study areas in the absence of the programme, compared to 109 (98 %) of the
Jobs accommodated in the villages. An average of 3.0 new local F.T.E. jobs
had therefore been provided in the villages per 1,000 square feet of
factory floorspace compared to 2.7 F.T.E.'s per 1,000 square feet in the
market towns, (table 18.4). By 1986, this had increased to 4.7 in the towns
and 4.6 in the villages.

Table 18.4 Number and density of new local jobs

Number of F.T.E. jobs F.T.E. jobs per 1,000 square
gained by local areas feet of factory floorspace
1084 19086 * 19084 1986 *
Towns 171.5 313.0 2.7 4.7
Villages 109.0 168.5 3.0 4.8

* estimated minimum
Source: Surveys of occupant firms 1984 and 1986

It seemed likely that in 1984, 44.5 of the on-site F.T.E. Jobs
accommodated in the occupant firms in the market towns, and 21.5 of those
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accommodated in the firms in the villages, were new to the naticnal
economy, (disregarding multiplier and displacement effects). This
represented an average density of 0.7 new F.T.E. jobs to the national
economy per 1,000 square feet of floorspace in the market towns, and an
average density of 0.6 jobs per 1,000 square feet in the units in the
villages, (table 18.5). It was estimated that by 1986, these densities
might have increased to 1.4 and 0.9 respectively.

Table 18.5

Number of F.T.E. jobs gained F.T.E. Jobs per 1,000 square

by national econonmy feet of factory floorspace

1084 1986 * 1084 19086 *
Towns 4.5 87.5 0.7 1.4
Villages 21.5 33.0 0.8 0.9

* estimated
Source: Surveys of occupant firms 1984 and 1986

There were clear differences between both the types of Jobs and the
characteristics of the employees accommodated in the occupant firms in the
five village case study areas, compared to the market towns. In 1984, two
thirds of the employees of the occupant firms in the village case study
areas were female, nearly two thirds of the Jjobs were unskilled, ard a
relatively high proportion were part time, (tables 18.6 ard 18.7). In
contrast, almost 60 % of the employees of the firms in the market towns
were engaged in skilled occupations, and nearly three quarters were men.
Forty two percent of the employees of the firms in the villages lived
outside of the target areas, compared to only 26 % in the case of the firms
in units in the three towns, (table 18.8), ard several of the employees who
were interviewed in the course of the survey of employees, lived in the
neighbouring market towns but commted to work in factory units in the
villages.
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Table 18.6

Male
Towns 70 %
Villages 44 %

Source: Survey of occupant firms 1984

Table 18.7
Professional
Towns 10 %
Villages 9 %

Source: Survey of occupant firms 1984

Female less than 25
30 % 27 %
€8 % 33 %

63 %
58 %

It seemed therefore, that the programme may have had only a limited
affect on the types of job opportunities available in the villages, and
that many of the jobs which had been created were probably not sufficiently

highly paid to provide the main household income, and would not,

themselves, have prevented out-migration.
interviews with the managing directors, that some of the occupant firms in
the villages had been forced to recruit workers from the surrounding market
towns, because of skills shortages in the villages.
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In local area 74 % 58 % €8 %
In county 20 % 38 % 27 %
Outside county 6 % 4 % 5 %

Source: Survey of occupant firms 1984

The present study showed that 43 % of the employees of firms occupying
factory units in the three market towns in 1984 had previously been
registered unemployed, and 15 % had not been economically active
immediately before they had taken jobs in these firms. By comparison only
2¢ % of the employees of the occupant firms located in the village case
study areas had previously been registered as unemployed and 38 % had not
been economically active, (table 18.9). This suggests that the programme
wvas likely to have had a greater impact on local activity rates in the
villages than in the market towns, where its main effect was likely to have
been upon levels of registered unemployment. It was also likely that much
more of the programme’s local labour market impact had "leaked out" of the
smaller settlements, since a greater proportion of the employees of the
occupant firms in these areas lived outside the target areas.

Table 18.9
Employed Registered unemployed Economically inactive
Towns 43 % 43 % 15 %
Villages 38 % 24 % 38 %
Total 40 % 33 % 27 %

Source: Surveys of employees and previous employers 1984
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2.2 The cost effectiveness of the progromme

One of the most useful aspects of an evaluation which includes an
assessment of a programme’s cost effectiveness, is that it can be used to
compare the performance of the programme in different situations. Such a
comparison is a very effective way of highlighting differences between the
operation of the programme in settlements of different sizes, particularly
if measures are drawn from a mumber of levels in the hierarchy of outputs.

By 1984, the total cost of having provided the thirty six factory units
which had been constructed in the three market town case study areas, (net
of receipts from sales and rents), had amounted to £ 1,802,398, (at 1984
prices). The cost of the twenty units which had keen built in the five
village case study areas had been £1,173,583. By 1984, 65,400 square feet
of floorspace had been provided in the market towns ard 38,761 feet had
been provided in the villages. The average cost of per square foot of
factory floorspace provided had therefore been £ 27.65 in the towns and
£31.92 in the villages, (at 1984 prices).

The reasons for the higher cost of having provided factory units in the
village case study areas were twofold. Firstly, the few sites which were
available in the villages had usually been more expensive to prepare ard
service than had sites in the market towns. Secondly, the sites in
villages accemmodated fewer units, and since site preparation and servicing
costs were relatively constant regardless of the mumber of units built, the
average cost per unit had been greater in the villages.

The higher cost of providing units in the village case study areas is
reflected in the lower relative cost effectiveness of the programme in
these areas at all levels in the hierarchy of ocutcomes. It is illustrated
by the differences in the average cost per job provided in the market towns
compared to the villages. Thus although the occupant firms in the five
village case study areas accommcdated a larger number of new local on-site
F.T.E. Jjobs per unit area of floorspace than those in the market towns,
(section 2.1 above), the average cost of creating each of these jobs had
been £10,767 in the village case study areas, (at 1984 prices), compared
to £10,510 in the market towns, (table 18.10). Similarly, the average cost
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Per new job to the national econcmy, created by the programme (disregarding
. displacement and multipliers), had been £ 40,503 in the towns campared to
T£ 54,885 in the villages, (table 18.10). Since the mumber of new Jobs
accommedated in the occupant firms between 1984 ard 1966 had increased more
Tapidly in the market towns than in the villages, the gap between the
average costs of each new job created by the programme had widened by 1988,
(table 18.10).

Table 18.10 Average cost Der new job in 1984 and 1088

Average cost per job Average cost per jaob gained
gained by local area by the national economy
1084 1086 * 1084 1986
Towns £ 10,510 £ 5,174 £ 40,503 £ 18,714
Villages £ 10,787 £ 6,521 £ 54,585 £ 30,605

* estimated minimum

Source: Surveys of occupant firms 1984 and 19868, ard E.E. records
3.0 CMPARTISCN QF PRCGRAMME PERFORMANCE IN DIFFERENT REGICNS

In order to test the extent to which the effectiveness of the programme
was deperdent on the socio—economic setting in which units were provided,
the eight study areas selected for the present study were drawn from three
different sorts of regional Settings, (section 3.1 chapter 6). The findings
regarding the analysis of the variations which existed between the
prograrme’s performance in these different Types of area mst be
interpreted with caution because they were hased on quite small samples,
and also because there was clearly some co-variation between the variables
which were identified as having been important influences on the scale of
impacts and the programme’s cost effectiveness. Nevertheless clear
differences in the way in which the programme has operated in the three
different regional settings were identified, and these should provide
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policy makers with some initial evidence on which to formulate policy, and
also form a basis for future more detailed investigation.

3.1 Scale of programme impacts

By 1984, the Development Commission had provided twenty four factory
units comprising 37,900 square feet in the case study areas in the "Welsh
Borders" sub-region, (Ludlow, Weobley and Leintwardine), twenty one units
camprising 45,611 square feet in the three case study areas which were
located near to the Potteries (Market Drayton, Ipstones and Waterhouses),
and eleven units comprising 18,650 square feet of floorspace in the two
case study areas in the Peak Park (Bakewell ard Longnor). These differences
reflect the difficulties that had been encountered in finding suitable
sites in the Peak Park, (section 3.3 chapter 9).

The average size of the units varied between the areas in different sub-
regions, being 2,172 square feet in the areas in the Potteries sub-region,
1,695 square feet in those in the Peak Park and 1,579 in the areas close to
the Welsh border. The present study showed that, contrary to what might
have been expected, occupancy rates had been slightly higher in Bakewell
and Longnor, than in Market Drayton, Ipstones and Waterhouses. As
anticipated the occupancy rates had however, been lowest in the case study
areas in the areas in the Welsh Borders sub-region, (table 18.11), (section
4.3 chapter 9).

Table 18.11

Sub-region % occupancy

( up to 1984 )
Potteries 63 %
Welsh Borders 58 %
Peak Park 64 %

Source : English Estates records
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Three quarters of the firms which occupied units in the case study areas
located in the Peak Park, 67 % of the firms located in units in the case
study areas in the Potteries region, and only 55 % of those occupying units
in Tndlow, Leintwardine and Weobley were primarily mamufacturing concerns.
A greater proportion of the firms which had occupied units in the areas in
the Welsh Borders sub-region were new businesses, than was the case in
either of the other two regions, and a much higher proportion of the
existing firms which had located in the units in these areas were local
firms rather than in-movers, (section 4 chapter 10). Sixty percent of the
firms in the case study areas in the Peak Park had moved into the case
study areas from more than 20 miles away. Most of the occupant firms which
had located in the units in Market Drayton, Ipstones and Waterhouses had
moved from towns in the Potteries or from Telford.

Sixty seven percent of the occupant firms in the case study areas in the
Potteries region, 63 % of those in the Peak Park areas and only 55 % of
those in the case study areas in the Welsh Borders sub-region would have
been unlikely to have located in these areas in the absence of the
programme. The turnovers of the occupant firms in the case study areas
close to the Potteries had increased by an average of 212 % between 1984
and 1986. Those of the firms occupying units in the Welsh Borders areas had
average rates of increase in turnover of 132 %, and those in Bakewell and
Longnor had increased turnover by only 62 %.

Occupant firms in the case study areas in the Potteries sub-region
accommodated a much larger nmumber of jobs both in 1984 and 1988 than those
in the other two sub-regions. In 1984, they accommodated more than three
times as many jobs as those in the Peak Park areas, and more than twice as
many as those in the Welsh Borders. The units in the areas in the Potteries
sub-region were the only ones where the Commission’'s target employment
density of an average 4 jobs per 1,000 square feet of factory floorspace
had been achieved.

Between 1984 and 1986, the number of jobs accommodated in the firms in
the areas in the Potteries sub-region increased twice as quickly as those
in the units in the Peak Park areas, and four times as fast as those in the
units in the Welsh Borders, (Figure 18.2, table 18.13). As a result, the
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differences between the average employment densities in the three sub-
regions increased, and by 1986, the units in the case study areas close to
the Potteries accommodated more than three times as many jobs as those in
either of the other two regions, i.e. almost twice the density achieved in
the Peak Park case study areas, arxd nearly three times that which existed
in the Welsh Borders areas, (table 18.12). The firms occupying units in the
Peak Park areas employed almost as many F.T.E. jobs as those in the Welsh
Borders areas, but in only just over half the total amount of floorspace.
Thus, as in 1984, the average employment density in the Peak Park areas was
considerably higher than in the Welsh Borders areas. The expectations of
the managing directors of the occupant firms suggested that the same tremds
could be expected to continue between 1986 and 1988.

Table 18.12
Number of F.T.E. Average employment density
jobs accommodated (per 1,000 square feet)
1084 1986 1988 * 1984 1986 19088 *
Potteries 179.5 361.0 485.0 4.0 8.0 10.8
Welsh borders 80.5 100.0 107.0 2.3 2.8 3.1
Peak Park 59.5 89.5 112.8 3.2 4.8 6.0

* anticipated employment levels

Source: Surveys of occupant firms 1984 and 1926
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FIGURE 18.2

EMPLOYMENT CHANGES IN FIRMS OCCUPYING D.C. UNITS BY SUB-REGION
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Table 18.13

% increase in jobs accommodated

1984 - 1986 1084 - 1088 *

Potteries 101 % 170 %
Welsh Borders 24 % 33 %
Peak Park 50 % 80 %

* anticipated employment levels

Source: Surveys of occupant firms 1984 and 1985

The present study suggested that similar differences to those observed
in the mumbers of accommodated Jjobs, existed between the number of new
local jobscrea.tedbythéprogtramneinthecasestudyareasmmethree
sub-regions. Thus by 1984, 175.5 new local F.T.E. on-site jobs had been
created in the areas in the Potteries sub-region, compared to just 60 in
the areas in the Welsh Borders sub-region, and 40 in those in the Peak
Park, (table 18.14). The differences increased further between 1984 ard
1088, (table 18.15), and as result, by 1986, more than 70 % of the jobs
accommodated in the eight case study areas were provided by occupant firms
located in the case study areas close to the Potteries.

The programme had led directly to the creation of more jobs which were
new to the national economy in the case study areas close to the Potteries,
than in either of the other two sub-regions, (disregarding the possible
effects of displacement and multipliers), (teble 18.16). However, whereas
the local employment impacts of the prograrmme had been greater in the two
case study areas in the Peak Park, than in those in the Welsh Borders
region, (above), the situation was reversed with respect to national
enployment impacts. This illustrates the way in which the conclusions which
are reached about the effectiveness of the programme are deperdent on the
nature of performance measures which are used.
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Table 18.14 Number and density of new local jobs

Number of F.T.E. jobs F.T.E. Job gains per 1,000
gained by local areas sq £t of factory floorspace
1984 1086 * 1984 1988 *
Potteries 175.5 337.0 3.9 A
Welsh Borders 60.0 82.0 1.7 2.4
Peak Park 45.0 62.5 2.4 3.4

* estimated minimum

Source: Surveys of occupant firms 19084 and 1988

Table 18.15

Number of F.T.E. job % increase in mumber of
gains to local areas local job gains 1984-86
1084 1088 *

Potteries 178.5 350.0 0 %
Welsh Borders 60.0 83.5 39 %
Peak Park 45.0 683.5 41 %
Total 280.5 497.0 T %

* estimated minimum

Source: Surveys of occupant firms 1084 and 1986
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Table 18.16

Number of F.T.E. jobs gained F.T.E. job gains per 1,000

by national economy sq £t of factory floorspace
1984 1086 * 1084 1088 *
Potteries 44.0 83.5 1.0 2.1
Welsh Borders 2.0 _7.0 0.6 0.8
Peak Park 0.0 0.0 0.0 0.0

* estimated

Source: Surveys of occupant firms 1984 and 1986

Table 18.17

F.T.E. jobs gained % increase
by national economy
1084 1086 *

Potteries 44.0 93.5 113 %
¥elsh Borders 22.0 7.0 23 %
Peak Park 0.0 0.0 0%
Total €6.0 120.5 83 %
* estimated

Source: Surveys of occupant firms 1984 and 1986

Clear differences emerged between the case study areas in the
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three sub-
regions in terms of the types of jobs accommodated in the factory units.
Cne third of the employees of the occupant firms in case study areas in the
Peak Park, were engaged in either technical or sales work, compared to just
2 % in the areas close to the Potteries, and 14 % in the areas in the Welsh
Borders sub-region, (table 18.18). A much lower proportion of the jobs in



the occupant firms in the case study areas in the Peak Park were skilled
mamual jobs, than in the areas in either of the other two sub-regions. A
much larger proportion of the employees of the occupant firms in the areas
close to the Potteries were engaged in unskilled work, than in the other
sub-regions, (table 18.18).

Table 18.18

Professional Technical Office Skilled Unskilled
Potteries T % 2% 8 % 42 % 4] %
Welsh borders 13 % 14 % 12 % 51 % 12 %
Peak Park 14 % 34 % 19 % 18 % 15 %

Source: Survey of occupant firms 1984

There were also clear differences between the regions in terms of the
characteristics of the employees who had taken up jobs in the factory
units. The occupant firms in the Potteries case study areas employed almost
equal proportions of male and female workers, whereas 60 % of the workforce
of the firms located in D.C. factory units in the Peak Park areas axd 75 %
of the employees of the occupant firms in the Welsh Borders areas were men,
(table 18.19). A much higher proportion of the employees of occupant firms
in case study areas in the Potteries region were under the age of 25, than
was the case in either of the other regions, and a much higher proportion
of the employees of firms in the Welsh Borders areas were over the age of
45 than in the areas in the Peak Park or Potteries regions, (table 18.19).
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Table 18.19 Charas

Male Female less than 26 22545 QOver 45

Potteries B2 % 48 % 35 % 60 % 5%
Welsh Borders 75 % 25 % 23 % B7 % 20 %
Peak Park 60 % 40 % 20 % 689 % 11 %

Source: Survey of occupant firms 1984

Three quarters of the employees of the occupant firms in the case study
areas close to the Potteries lived in the local areas, compared to 63 % in
the Welsh Borders areas, axd only just over 50 % in the Peak Park, (table
18.20). A quarter of the employees of firms which had occupied factory
units in the Peak Park areas, lived outside the county in which the units
they worked in, had been provided.

Live in local area Live in county Live outside county

Potteries 75 % 24 % 1%
Welsh Borders 63 % 37 % 0%
Peak Park 51 % 25 % 24 %

Source: Survey of occupant firms 1984

The findinds of the present study regarding the previous employment
situations (table 18.21) arxd the places of residence of the employees of
the occupant firms, suggested that the programme’s impacts on local labour
markets had also varied between the three regions. The main effects in
the Potteries region were likely to have been a reduction in the rates of
case study areas in registered unemployment, and an increase in local
activity rates. In the Welsh Borders, the main impacts had Dbeen upon
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concealed and registered unemployment. In the Peak Park, a much larger
proportion of the employees who had previously been employed, had worked
locally, and thus the impact of the programme was more evenly spread
between effects on concealed unemployment, registered unemployment and
activity rates.

Table 18.21 Previous

Employed Registered unemployed Economically inactive

Potteries 33 % 35 % 33 %
Welsh Borders 80 % 33 % 17 %
Peak Park 48 % 25 % 2 %
Total 40 % 33 % 27 %

Source: Surveys of employees and previous employers 1984

3.2 The cost effectiveness of the programme

The average cost per unit area of floorspace was lowest in the areas
close to the Potteries, and highest in areas located in the Peak Park,
(table 18.22). There were two reasons for this. Firstly, the costs of site
preparation in the case study areas close to the Potteries were lower than
those in the case study areas in the other two sub-regions, both of which
were more remote, and lacked suitable sites for development. Secondly, the
units provided within the Peak District National Park had to conform to
standards laid down by the Park Planning Board, which increased the
construction costs, (section 2.8 chapter 8).

137



Table 18.22

Floorspace provided Net prograrme Cost rer sq £t of
by 1984, (sq ft) costs 1984 * floorspace *
Potteries 45,101 £ 1,211,782 £ 26.87
Welsh Borders 35,130 £ 1,116,912 £.31.79
Peak Park 18,6850 £ 647,287 £34.71
Tatal 08,881 ~ £2,075,91 £30.10

Source: Analysis of English Estates records 1984

The average cost per new local job accoammodated in the occupant firms
varied significantly between the case study areas located in each of the
three regions. This was partly as a result of the differences in
construction costs, but more importantly, as a consequence of the
veriations in the mumbers of jobs provided in each of the three regions. By
1984, the average cost per new local F.T.E. on-site job, provided in the
case study areas close to the Potteries, had amounted to £ 6,905, (1984
prices). The average cost per new local job in the areas in the Peak Park
sub-region, was more than double this, and the average cost of each job
gained in the areas close to the Welsh Borders was more than two ard a half
times as much (table 18.23).

By 1086, the number of new local jobs accommodated in the factory units
had increased significantly, and the average cost per job had therefore
fallen in all three sub-regions. However, because the number of new local
Jobs had increased most rapidly in the areas close to the Potteries, the
differences between these and the other case study areas had increased,
(table 18.23).
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Table 18.23 Average cost per new local job

~ Average cost per job Average cocst per job gained
gained by local area by the national economy
1084 1988 * 1084 1985 *
Potteries £ 6,905 £ 3,843 £27,841 £ 12,008
Welsh Borders  £18,615 £13,704 £ 50,789 £ 37,523
Peak Park £14,384 £11,160 = =

* estimated minimum

Source: Surveys of occupant firms 1984 and 1986, ard E.E. records

As with new local jobs, it was clear that by 1984, the programme had
proved to be most effective in terms of the creation of jobs which were new
to the national economy, in the case study areas close to the Potteries.
Since none of the jobs accammodated in the occupant firms in the case study
areas in the Peak Park by 1984 were new to the national economy, (section
3.1 above), the programme had proved to be more cost effective in terms of
this performance measure in the areas in the Welsh Borders than in the Peak
Park, (table 18.23).

4.0 SUMMARY AND CCNCLUSICNS

The firdings of the present study showed, that most of the firms which
had occupied units in the market town case study areas, had expanded more
rapidly than those which had occupied units in the village case study
areas. As a result, the number of jobs accammodated per unit area of
floorspace in the units in the towns, had exceeded those in the units
located in village settlements, both in 1984 and 1986. However, it was also
clear that a smaller proportion of the firms which had occupied units in
the market towns, had been attracted to these locations through the
progranme. As a result, in 1984, the units in the towns accommedated fewer
new local jobs per unit area of floorspace, than those in the market towns.
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Due to rapid increases in the turnovers amxd therefore increases in the
workforces of many of the occupant firms in the towns, this situation had
however, been reversed by 1986.

These findings demonstrate the value of comprehensive evaluation, within
the framework of a hierarchy of objectives, since by studying how the
programme ‘s delivery system had operated at a number of different levels,
it was possible not only to recognise differences between the scale of
employment impacts in the market towns and villages, but also to explain
how they had occurred. The findings also suggest, that if the mamner in
wvhich an initiative operates is understood, it is possible to make
predictions concerning the nature of high level impacts on the basis of
information regarding lower level outcomes. Since the latter are generally
much easier to measure, such predictions could be used in evaluation
studies in cases where it was not possible to measure higher level

outputs.

The differences between the local labour market impacts in the towns and
villages, suggest that 1f the Commission wished to reduce rates of
registered unemployment, it would be best advised to build future units in
market towns, whereas if the primary purpose of the programme was to
increase activity rates, it would be more appropriate to provide additional
floorspace in smaller settlements. It was also clear however that a greater
proportion of the local labour market impacts was likely to leak out of the
"areas of pull" around the villages.

The costs of providing the factory units had been higher in the village
case study areas than in the towns. As a result, according to almost every
performance indicator, the programme had proved to be less cost effective
in the villages than the towns. If this is the case for the programme
across the country as a whole, it would seem that the Commission could
achieve its objectives more cost effectively, by building future units in
larger settlements, and that its present emphasis on providing units in
more remote, smaller settlements, is unlikely to maximise the effectiveness
of the programme. It is clear that the greatest potential employment growth
exists in larger settlements, and seems likely therefore that alternative
nethods of meeting the needs of the residents of outlying villages should
be sought. For example, it might be more cost effective to provide people
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living in the villages, with cheap transport to travel to work in market
towns, and to bulld future units in the towns. Clearly, in order for this
policy to be successful it would be necessary to co-ordinate decision
making across a number of policy areas, but given the Commission’s present
emphasis on integrating Rural Development Programmes, (section 6.1.6
chapter 2), it may be possible to do this, and thereby maximise the number
of jobs provided by the programme whilst at the same time ensuring that the
needs of people living in the whole of a Rural Development Area are
safeguarded.

The present study demonstrated that according to nearly all the
performance indicators used the programme had proved to be more successful
in the case study areas close to the Potteries than in the more remote case
study areas. It was also clear that according to most of the indicators,
the programme had been more effective in case study areas in the Peak Park
than in those in the Welsh Borders sub-region. This suggests that the
socio—economic characteristics, policy context and remoteness of the
settlements in which factory units are provided are probably at least as
important as the size of the settlements in determining the programme’s
performance.

If the results of the present study apply to the Commission’s priority
areas across the whole country, it is clear that the programme is capable
of providing large numbers of new jobs at very low cost, in rural areas
~which are located in quite close proximity to mamufacturing centres, but
that the impacts of the programme are likely to be far more modest, and
programme costs are likely to be higher in the more remote areas.

It can of course be argued that the remoter areas are those with the
most severe problems, and that the cost of any ameliorative action will
therefore inevitably be higher in these areas than in less peripheral
locations, and that as a result it may be necessary to increase demand for
the units in remoter settlements, by for example, reducing rents and
advertising their availability more widely, (section 4.2.1 chapter 19).
However, it may be that the advance factory building programme is not the
most cost effective way of safeguarding the economies amnd social fabric of
the more remote rural areas, and that altermative solutions should e
considered.
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It is also clear that if the results of this study apply to the
Commission’s priority areas nationwide, they provide a basis on which it
would be possible to predict who would be the principal beneficiaries of
the programme in different types of regional setting. The Commission could
then use this information to make rational choices about the optimum
locations of future factory building, in order to meet the needs of
specific target groups, and / or localities in the most cost-effective
way .
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CHAPTER 19 SUMMARY, CONCLUSICNS AND RECCOMMENDATICNS

1.0 INTRODUCTICN

The aim of the present study was to develop an approach which enabled
the impacts of local economic initiatives to be evaluated more accurately
than has been possible until now, and to then test the methodology by using
it to evaluate the Development Camission’s advance factory building
programme. Previous chapters have described both the methodology which was
developed, and the present study’s findings regarding the impacts, delivery
system and cost effectiveness of the programme, in the eight case study
areas which were selected for the present study. A number of conclusions
regarding the most appropriate methods of evaluating initiatives like the
advance factory building programme, and ways of enhancing the performance
of the programme, can be drawn from these findings.

This final chapter summarises the main findings of the present study. It
then makes a series of recammendations about the ways in which evaluation
methodologies and the effectiveness of the advance factory building
programme could be improved. These recommendations will clearly be of
interest to policy makers and in-house evaluators, and are also likely to
be helpful to those sections of the academic commnity that are
increasingly becoming involved in policy analysiS and programme
evaluation.

2.0 SUMMARY OF FINDINGS

2.1 Programme costs

By 1984, the total costs of site acquisition, preparation, servicing,
and the construction of the units in the eight case study areas had been
£ 3,372,204, (at 1984 prices). In addition approximately £ 5,000 had been
spent in refurbishing the units. The costs of staff time could not be
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quantified ard were therefore excluded from the analysis. Although a number
of agencies had made small contributions, the vast majority of the costs of
the programme had been met by the Commission.

2.2 The additiomality of the programme

There was clear evidence that the advance factory building programme had
filled an important gap in the market for industrial premises in all of the
case study areas, and that there was therefore almost certainly little or
no deadweight in the programme. There were very few other industrial
cdevelopments in these areas, and prior to the D.C.'s intervention, both the
occupant firms and those in the control group had experienced difficulties
in finding suitable premises. Detailed questioning revealed that few
managing directors had known of suitable alternative premises in the case
study areas when they moved to their present locations, and that a quarter
of them felt that even their present premises were not well suited to their
firms’ requirements.

2.3 Immediate impacts

By 1984, a total of 56 units had been built in the case study areas,
amounting to a total of 102,161 square feet of factory floorspace. These
had been occupied by a total of 40 firms, some of which occupied two or
nmore units on the same site. Cccupancy rates have previously been measured
at Jjust one point in time. The present study indicates that this is
unlikely to produce accurate findings, and a new approach which measured
occupancy rates over time, since the completion of the units, was therefore
developed. This showed that by August 1984, the average occupancy rate in
the case study areas had been 69 % which is somewhat lower than has been
suggested by previous studies which have used "once-off" measures of

occupancy.
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2.4 Intermediate impacts

The advance factory programme is intended to provide accommodation for
small mamifacturing companies. However, in 1984, more than a third of the
occupant firms in the case study areas were in the service sector. Only a
third of the firms in the units were new businesses, axd a majority were
local companies; most had previously been located within ten miles of the
units to which they had moved, and nearly three quarters were owned by
people who lived in the case study areas.

It seemed likely that the provision of the units had enabled three firms
to start up and saved one from going into liquidation. It had also
encouraged many of the firms to locate in the case study areas. According
to their managing directors, 60 % of the new firms and 44 % of the pre-
existing firms would not have located in the case study areas if the units
had not been available.

It seemed that the programme may also have helped to increase the
viability of the occupant firms. Only one went into liquidation between
1984 and 1086, and by 1986, the managing directors of 95 % of the firms
felt that they were highly unlikely to fail. More than half of the managing
directors of the occupant firms believed that their companies had grown at
a faster rate than they would have done in the absence of the programme,
anrd only two managing directors felt that their growth rates had been
adversely affected as a result of having occupied the factory units.
The turnovers of nearly 40 % of the occupant firms had more than doubled
between 1984 and 1986, and more than two thirds of the firms had
similtaneously increased their product ranges. Existing local firms had on
average grown much slower than either new firms or in-movers.

It seemed that the programme had not lowered the firms’' operating costs
in the way that was hypothesised in section 5 chapter 5. Instead it had
facilitated the expansion of the firms by providing them with sufficient
space in which to take on new orders, something which had been unavajlable
in many of the firms’' previous premises.
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2.5 Employment impacts

In mid-1984, the occupant firms employed a total of 560 workers in mid-
1084, 200 of whom worked off-site. Between them these workers filled 387.5
F.T.E. jobs, 319.85 of which were permanent and on-site. The overall average
on-site employment density in the eight case study areas in 1984 was 3.2
F.T.E.'s per 1,000 square feet of factory floorspace, i.e. a little less
than the D.C.’'s specified targdet employment density of 4 jobs per 1,000
square feet.

By 1986, nearly all the occupant firms had taken on new workers and in
total they accommodated 550.5 F.T.E. on-site jobs, at a density of 5.6
F.T.E. Jobs per 1,000 square feet of factory floorspace. The firms’
managing directors expected further increases to occur between 1986 and
1988, although because of space constraints in the units, the rates of
increase were expected to be somewhat less than they had been between 1984
and 1986. On the basis of the managing directors’ expectations, it seemed
that by 1988, the occupant firms would accommodate 704.5 F.T.E. jobs on-
site, an average employment density of 7.1 F.T.E. jobs per 1,000 square
feet, which is well in excess of the Commission’s target density.

It seemed that in 1984, 66 of the on-site F.T.E. jobs accommodated in
the firms had been created as a direct result of the programme, (i.e.
disregarding possible market share displacement), and that 280.5 of them
would not have existed in the case study areas in the absence of the
programme. By 1986, it seemed that approximately 480 on-site F.T.E. jobs
had been gained by the case study areas as a result of the programme, of
which approximately 120 were likely to be gains to the national economy.

The initial employment levels in the units, and the rates at which they
had increased varied significantly between the case study areas. Employment
densities in Market Drayton, Ipstones and Longnor were much higher than
those in other areas. There was however, some indication that in the long
term, the differences between the numbers of jobs provided in the units in
these areas and those in Bakewell, Waterhouses and Weobley were likely to
narrow. It seemed unlikely that employment densities in the remaining two
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areas, Iudlow and leintwardine, would reach these levels in the foreseeabie
future.

In 1984, nearly two thirds of the permanent on-site employees of the
occupant firms were aged between 25 and 45. This was a higher proportion
than was the case in the matched firms. A higher proportion of the jobs
provided by the firms occupying the units were "skilled" or "professional”
jobs than was the case in the matched firms. More than two thirds of the
people employed in the units lived in the case study areas, and it was
clear that in many cases, the jobs in the occupant firms represented
improved working conditions, and provided higher wage rates than had the
employees’ previous jobs. It seemed clear that the programme had not only
increased the mumber of local jaobs, but had also increased the range of
opporvunities which were available in the case study areas. By 1088, the
proportion of the jobs in the units which were unskilled or semi-skilled
had increased, as had the proportion of the firms’' employees who were
female, and / or under 25 years of age.

2.6 Impacts on the local labour markets

By leading directly to the creation of new jobs, the programme had had a
mmber of important impacts on the local labour markets in the case study
areas. Many of the new jobs provided in the units had been taken by local
people who had previously been unemployed or not been economically active,
and as a consequence the programme had led to an increase in local activity
rates by 56, and a reduction in the local level of registered unemployment
by 57. In addition as a result of sequences of job changes initiated by the
programme, concealed unemployment in the case study areas had been reduced
by at least 26.

The chandes in the composition of the workforces of the occupant firms
which occurred between 1984 and 1986, suggest that a larger proportion of
the new jobs provided by the programme between these dates, were likely to
have led to increases in local activity rates or decreases in the level of
local registered unemployment, (especially among the young), and fewer were
likely to have led to decreases in concealed unemployment, than had been
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the case before 1984. It is also likely that more of the impacts from job
changes initiated by the programme, will have been experienced in the case
study areas between 1984 and 1986, than had been the case by 1984.

2.7 Wider impacts

In addition to the direct impacts outlined above, the programme had had
a mumber of wider effects by 1984. Some of these were positive (i.e. they
were likely to have contributed to the achievement of the Commission’s
objectives), others were negative (i.e. they were likely to have detracted
from the achievement of programme objectives). Many were less clearly
related to the programme than the impacts discussed above, and were
therefore more difficult to identify and measure, or to attribute directly
to the programme. However, some of them may have had a significant
influence on the the extent to which the programme contributed towards the
achievement of the Commission’s final objectives, and it was therefore
important that they were taken into account.

The findings of the present study showed that on the whole, the wider
effects of the programme were less significant than might have been
expected. In some cases this was encouraging, since the absence of negative
irdirect effects was likely to increase the chances of programme’s
objectives being achieved. Equally however, the small scale of some of the
positive wider impacts of the programme may be a matter for concern amongst
policy makers.

There was clear evidence that the programme had resulted in few
deleterious effects on other local firms either as result of market share
or site displacement. It also seemed that few, if any, of the jobs
associated with the canstruction of the factory units had been taken up by
local people. The programme had done little to stimulate the private sector
to undertake similar developments, and had not had a significant impact on
local authority income in the case study areas.

Partly because of the lack of suitable suppliers in the case study
areas, but also because of their preference for suppliers with whom they
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had previocusly dealt, the managing directors of the occupant firms
purchased the majority of the goods ard services which their firms required
from businesses located outside the case study areas. It was also clear
that because a large proportion of the firms’ employees either lived ard /
or shopped ocutside of the target areas, a large proportion of the new
income created by the programme was likely to have "leaked" out of the case
study areas. As a result the effect of local multipliers had probably been
quite small, and much of the increased activity promoted by the programme
had benefitted businesses located outside the case study areas.

There was some evidence that by recruiting local workers, the firms
which had occupied the units had exacerbated labour shortages in the case
study areas, and that this may have led to recruitment prablems for other
local firms. If the occupant firms contimue to grow at the rates at which
they have done in the recent past, there is a clear danger that in the
absence of training initiatives, skills shortages could recome a serious
problem within the case study areas.

The present study suggested that by 1984, approximately &5 of the
enployees of the occupant firms had been retained within, or attracted to,
the case study areas as a direct result of the programme. Since it was
likely that many of them had deperdents, this may have represented the
retention / attraction of a total of about 200 to 250 people.

2.8 Cocst effectiveness

The present study showed that the average cost of each permarent on-gite
F.T.E. Jjob accommodated in the factory units had by 1984, amounted to
£8,287 and that by 1086 this had fallen to £ 4,929. It seemed likely that
this would decrease further in the future, and might by 1988, have been as
little as £3,500. The average cost per permanent on-site F.T.E. job gained
by the case study areas as a direct result of the programme by 1984 was
£10,610, and the cost per job gained by the national economy was about
£45,001. It was clear that the cost per new local job had decreased by
approximately 50 % between 1984 and 1988, and it seemed likely that it
would fall further over the next two years.
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In as far as it was possible to compare the results of the rresent study

with those reported by other researchers, it seemed that the advarce
; factory building had proved to be a. relatively cost effective way of
attracting new jobs into the case study areas, but that it might have keen
a less cost effective way of creating jobs which were new to the natiomal
economy than had scme other schemes.

2.9 Differences between case study areas

The findings of the present study showed clearly that both the scale of
impacts, and the cost effectiveness with which they had been achieved, had
varied considerably between the eight case study areas. For example, the
cost per square foot of factory floorspace provided, varied fram £ 25.20 in
Market Drayton, to over £ 80 in Longnor. Similarly, the overall average
cost per job gained by the eight case study areas as a result of the
programme by 1984 was £ 10,810, but varied from Just £ 5,785 in Ipstones to
£28,147 in Ludlow, and by 1986, the average cost of each job gained in the
case study areas ranged from £2,594 (at 1984 prices), in Market Drayton to
£14,944 in Bakewell. It was clear that the programme had proved to ke
particularly cost effective in terms of nearly all the rerformance
indicators used, in Market Drayton and Ipstones. By 1986, there wes
evidence that it had also produced significant benefits in Waterhouses,
Longnor, VWeobley and Bakewell. In Ludlow and Leintwardine the programme had
not performed very well at any level in the hierarchy of objectives ard it
seemed unlikely to do in the foreseeable future.

There were clear differences between the cost effectiveness of the
programme in the market town case study areas compared to the villages, ard
between the areas in each of the three different regional settings. The
costs of the programme had been higher in the village case study areas than
in the towns, ard as a result, the programme had, in general, been less
cost effective in the smaller settlements. This seemed likely to be the
case for the foreseeable future.

Since fewer of the firms which had occupied units in the village case
study areas would have located in the areas in the absence of the
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programme, in 1984, these units accommodated more new local jobs per unit
area of floorspace than those in the market towns. However, by 1986 the
situation was reversed because the firms in the units in the market towns
expanded faster between 1084 ard 1886 and therefore tock on a greater
number of workers. In 1984, the average cost per local job in the villages
was approximately £ 280 more in the villages than in the towns. By 1966,
the difference had increased to nearly £ 1,350. In 1984, the average cost
per new job to the national economy was £.14,000 greater in the villages
than the towns.

It seemed that the programme was likely to have had more of an impact on
registered unemployment in the towns than in the villages, but conversely
more of an impact on activity rates in the smaller settlements than in the
towns. It was also apparent that much of the prograrme’s local labour
market impact had "leaked out" of the local economies of the village
areas.

The prograrmme had been extremely cost effective in the areas close to
the Potteries, and it was clear that in terms of most output and cost
effectiveness measures, (with the exception of those relating to the number
ard cost of new jaobs to the national economy), it had been more effective
in the case study areas in the Peak Park than in the areas in the "Welsh
Borders" sub-region.

By 1984, the cost per new local job in the Potteries had amounted to
£6,905, (1984 prices), which was less than half the average cost of each
Job gained by the case study areas in the Peak Park areas and almost a
third of the average cost per local job gained by the case study areas in
the Welsh Borders region. By 1988, the equivalent costs were estimated to
be £3,208 in the Potteries, £9,904 in the Peak Park ard £ 12,133 in the
Welsh Borders. By 1984 the average cost of each job which had been gained
by the national economy and was accommodated in the units provided in the
Potteries region was £ 27,541, compared to £ 850,769 in the Welsh Borders.
It was estimated that by 1985, these costs would have fallen to about
£12,000 and £ 37,500 respectively. No jobs which were new to the national
economy had been created by 1984 in Bakewell.
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The main effect of the programme on the local labour market in the
Potteries region had been a reduction in the rate of registered
unemployment and an increase in local activity rates. It seemed likely that
in the Welsh Borders, the main impact had been upon concealed ard
registered unemployment, but in the Peak Park, the programme’s impact on
the local labour market was more evenly sSpread between effects on concealed

unemployment, registered unemployment and activity rates.

3.0 RECOMMENDATIONS RELATING TO METHODOLOGY

It is clear that as a consequence of the increasing importance attached
to ensuring that public sector programmes provide good value for money, the
evaluation of public programmes and the measurement of their cost
effectiveness will contimue to be of considerable importance for the
foreseeable future. However, both internal and indeperdent evaluators have
so far lacked a methodology which facilitates accurate assessments of
effectiveness to be made. As a result, the current focus of the F.M.I.
continmues to be upon economy and efficiency rather than effectiveness.

The simplest method of measuring the cost effectiveness of a programme
is in monetary terms. Most of the costs of the advance factory building
programme, for example site acquisition and construction costs, can be
measured in monetary terms, as can some programme impacts (for example
receipts from rents paid by occupant firms, or from the sale of factory
units). Therefore by deducting these receipts from the costs of the
programme, it 1s possible to produce a statement of the financial return
which a public agency has received as a result of its sponsorship of a
particular initiative. Target rates of return are often specified for
development agencies by the Treasury, however, they are an inappropriate
way of measuring the cost effectiveness of activities such as the advance
factory building programme, because few of the intended outcomes of the
programme can be meaningfully expressed in monetary terms. It is therefore
necessary to evaluate such programmes in terms of ratios of programme costs
(usually in monetary terms), compared to "bundles of impact”, such as the
amount of floorspace provided or the numbers of jobs generated.
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Unfortunately, in spite of the increasing number of evaluations which
have been commissioned by government, there is very little agreement
between evaluators about the ways in which such ratios should be calculated
and about which of the multitude of such measures that can be used,
represent the best indicators of a programme's cost effectiveness. Most
researchers have developed their own approaches to the evaluation of
programmes, and since each approach has differed, the results of different
studies are rarely comparable. This in turn has meant that policy makers
have not been able to use programme evaluations as a means of comparing the
cost effectiveness of alternative programmes, and evaluation research has
therefore failed to produce one of its potentially most useful outputs.

The growing concern in official circles about the lack of consistency
between the apprcaches taken in different studies, has recently led to the
establishment of an interdepartmental group chaired by the Treasury, (the
Reid Group), which it is hoped will produce recommendations about ways of
developing a standard methodology which departments will then be required
to use, to evaluate the cost effectiveness of employment generation, by a
wide range of their programmes, (H.M. Treasury personal communication
1988). Unfortunately, for at least two important reasons, this attempt to
impose a standard methodology on departments and future evaluators is
unlikely to be either welcome or successful.

Firstly, the degree of sophistication of an evaluation should be
determined by the use to which the findings are to be put. In some
circumstances it is appropriate to produce detailed empirical studies,
(such as the present study), but in others, the use to which the study is
To be put does not justify such intensive effort. Since evaluation studies
are undertaken for a variety of different purposes, no one methodology can
be appropriate for all studies. Secondly, the Reid Group is apparently only
concerned with ways of measuring the cost effectiveness of employment
generation. This is likely to perpetuate the problem that too many
evaluations have in the past been based exclusively on cost per job
measures, and have ignored the wide range of other programme outputs, many
of which may be of more direct relevance to a programme’'s overall
objectives, than the creation or protection of jobs.
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Therefore whilst there is undoubtedly a need to improve the ways in
programmes are evaluated, the imposition of a standard methodology is not a
practical method of doing this. It is more likely to be achieved by
incorporating into future evaluation studies, the key findinds of the
present study, regarding the ways in which the impacts, delivery systems
ard cost effectiveness of programmes, can be more accurately assessed.
These are summarised in the remainder of this section.

3.1 Clear explanation of approaches

The first of the key methodological findinds of the present study is
that there is a need for evaluators to explain the a.pproad'm which they
use much more clearly than they have done in the past. This is particularly
important because previous researchers have used a variety of different
approaches, ard because of the lack of a generally agreed terminology. For
example, as the present study has shown, the phrase "net new job" has had a
mumber of different meanings in previous studies. Clearer explarations of
the methodolcgies employed by researchers and definitions of the terms
used, will enable policy makers to gauge the extent to which comparisons
between different studies, and the programmes which they evaluate are
justified. :

3.2 Hierarchies of objectives

It is clear that an effective system of performance management requires
the achievements of a programme to be measured against its objectives. In
practice, the objectives of local economic development programmes have
frequently either not been stated at all, or framed in very superficial
terms, (Martin, Bovaird and Gregory 1987). As a result, they have often
been bland, meaningless, vague, ambiguous, conflicting, and partial. It is
usually unsatisfactory to evaluate a programme simply against a of list of
an agency's stated objectives, since this gives no sense of logical cause
and effect relationships, between the levels of objectives. Therefore, a
preferable approach is to formulate a hierarchy of objectives.
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This involves relating the way in which the ultimate objectives of a
programme are intended to be achieved to lower level objectives. Starting
with the lowest level abjectives, it is necessary to determine what the
agency 1is attempting to achieve. The answer will be provided by the
objective at the immediately higher level in the hierarchy of objectives,
until the ultimate aims (which form the top of the hierarchy) are reached.
This Thierarchical approach allows the inter-relationships between
activities and objectives to be explicitly identified, anxd a model of the
programme’s intended delivery system to be developed. Such a model can
prove to be extremely useful in four ways.

Firstly, as has been shown by the present study, the delivery systems of
economic development programmes, have frequently been developed on an ad
hoc basis, ard are often only rationalised long after their implementation,
as was the case with the D.C.’'s advance factory building programme. In
these circumstances, policy makers have all too often assumed that the
existing programme provides the optimum way of producing the desired
impacts, without any examination of alternmative options. Making the
hierarchy explicit, provides an opportunity for examination (or re-
examination) of this assumption, and for alternative methods of achieving
desired outputs to be identified. Priorities can be related to objectives
rather to activities or policies (as is often the case), axd a clear
understanding of the best ways of achieving these objectives can ke

developed.

Secordly, once the delivery system has been specified, it is possible to
systematically test its validity. In the present study, it was possible to
investigate the strength of hypothesised links between levels in the
hierarchy of objectives, and thereby discover how the programme'’'s delivery
system had actually operated. In this way, weak or non-existent links in
the hierarchy can be identified, and the programme can be modified to
enhance its performance.

Thirdly, as was shown by the present study, once the delivery system of
an initiative is understood, it may be possible to predict the likely scale
of high level outputs on the basis of a knowledde of lower level outcomes.
Since lower level outputs are frequently much more readily measured than
those at the top of the hierarchy, this can save valuable time and effort.
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Fourthly, as the present study has shown, specifying the hierarchy of
objectives demonstrates that there are a wide range of impacts associated
with the econamic programmes, which can not be measured in terms of the
nost commonly used performance irdicators, such as cost per job ratios.
Specification of the full range of intended outcomes, and performance
nmeasures therefore facilitates more comprehensive evaluation than has
usually been achieved in previous studies.

Most previous studies have relied on just one or two output measures,
(usually related to job gemeration), and it seems from discussions with
officials closely comnected with the work of the Reid Group, that their
recommendations will follow this tradition. Many of the costs and impacts
considered in the present study will therefore be ignored. The results of
the present study therefore probably provide the best basis yet available
on which to identify those impacts which it is most important to take
account of, and those which have relatively little effect on the
conclusions which are reached regarding programme performance, and which
are therefore unlikely to justify detailed study. As such, future
researchers may be able to use these findings as guide to the issues which
are likely to be crucial to an evaluation.

3.3 Defining target areas

The present research has confirmed that it is important to specify not
only the hierarchy of objectives, but also to define the priority areas ard
/ or groups at which an initiative is targeted. In particular, it showed
that the employment impacts attributed to the advance factory programme
varied greatly, depending on the spatial scales at which they were
investigated. By 1984, the programme had led to the creation of nearly 300
local F.T.E. on-site jobs, whereas a maximum of only 60 of the jobs which
were accommodated in the units were new to the national economy. As a
result the average cost per new local job amounted to less than a quarter
of the average cost of each new job created within the national economy. It
is clear therefore that the conclusions which were reached about the cost
effectiveness of the programme depended greatly on the what area it was
assumed the programme had been targeted on.
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3.4 The identification of net impacts

Cne of the central concerns of the present study has been to develop
ways of accurately measuring the direct impacts of schemes such as the
advence factory building programme. The reasons for this are twofold.
Firstly, the evidence of the present study suggests that direct local
impacts of the advance factory building programme considsrably out-weigh
the indirect impacts. Secordly, it is clear that any estimate of the size
of a programme's indirect impacts depends crucially upon the estimates
which are made of the size of the direct impacts. It is clear therefore
that the accuracy with which the direct impacts are measured determines the
accuracy of all of the findings of an evaluation, and is as a result the
most important methodological issue relating to the evaluation of local
economic initiatives.

The present study showed that it is vital that researchers identify and
measure net outcomes. It has also shown that many researchers have in fact
failed to do this because they have not attempted to measure the extent to
which programme fundingd had been additional, i.e. contained no
. 'deadweight". There are two possible causes of deadweight in the advance
factory programme. The first relates to the possibility that in the absence
of the programme, similar units would have been provided in the case study
areas by the private sector or another public sector agency. The secord to
the fact that same or all of the observed changes (for example; increases
in the number of local jobs) would have occurred if altermative premises
had not been available.

The methodology used in the present study enabled both sources of
deadweight to be tested for, and showed the vital importance of taking them
into account. For example, it was clear that failure to exclude jobs which
would have existed in the absence of the programme fraom the analysis, would
have led to the employment impacts and the cost effectiveness of the
programme being significantly overestimated. If no account had been taken
of deadweight, the average cost per new job to the national economy in
1984, would have been calculated as £ 9,315 ; in fact it was over £ 45,000.
Had new jobs to the national econcmy been identified on the basis of the
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"before / after" approach (which has been used in a mumber of previous
studies), the apparent average cost per new job would have been £ 14.308.

It is very likely that many local econcmic initiatives incorporate such
deadweight, particularly at the national scale, and it is clear that the
failure of most researchers to take this into account, is likely to have
led them to greatly overestimate the scale of programme impacts and the
cost effectiveness of programmes.

3.5 The identification of net costs

A variety approaches can be taken to the calculation of the costs of a
programme. The apprcach advocated in the present study is to subtract from
programme costs those impacts which have a clear monetary value, such as
rent paid by occupant firms. The present study showed that the rent paid by
the occupant firms, and the proceeds fram the sale of some of the units, in
the case study areas had amounted to approximately £ 400,000 by 1984, and
that by 1988, they might be worth about £ 921,000, (at 1984 prices). The
latter is more than a quarter of the size of the costs of the programme,
ard 1t is clear therefore, that excluding the proceeds fram rent and the
sales of the units from the assessment of the programme’s cost
effectiveness would have had a significant effect on the firdings reached.

The cost of the time spent by programme managers and local authority
officers in administering the programme were not included in the present
study, because it was clear that in the absence .of the prograrme the
officers would not have been made redundant, but would have urdertaken
other activities. Their time therefore represented an opportunity rather
than a monetary cost, and could not be meaningfully quantified.

Many local economic development programmes result in physical outputs
which have a monetary "ernd value", for example the completed factory units
provided by the advance factory building programme. The value of the units
could be measured on the basis of the prices which had been charged by
English Estates for those which had been sold to occupant firms. Two units
in the case study areas which had been sold by 1984, one had been sold for
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appraximately £ 13 per square foot (1984 prices) and the other (a smaller
unit), had fetched £ 17 per square foot (at 1984 prices). On this basis the
remaining 54 units (comprising ©5,600 square feet of floorspace) wers
likely to be worth approximately £ 1,400,000 (at 1984 prices). This was
equal to roughly half of the total costs of the programme in 1984.

As far as is known, no previous study of a local econamic initiatives
has included erd values, and because of their size, including them in the
present study would have made it totally impossible to compare the findings
reached with these of other evaluations. It is clear however that enxd
values may be a very significant output of the programme and that their
importance may far outweigh impacts (such as multiplier values), which
researchers have spent a great deal of time and effort attempting to
measure. It seems clear therefore, that the issue of end values merits much
more careful consideration in future research than it has been accorded
until now, particularly if they very significantly between alternative
programmes.

3.6 Discounting costs and impacts

There are clear grounds for discounting programme costs over time;
namely that because of inflation, costs incurred in different years nsed to
be standardised, ard for this reason, in the present study all costs were
converted to 1984 prices. Many researchers have however failed to allow for
inflation when calculating programme costs, and the present study sugdgests
that this is likely to have significantly distorted their findings.

Failure to convert the costs of the advance factory building programme
to 1984 prices in the present study would for example, have led to much
lower cost per job figures having been obtained. The direct costs of the
programme in the case study areas (disregarding inflation), had by 1984
amounted to £ 2,802,515. Receipts from rents and sales had been £ 344,522.
The undiscounted net costs of the programme were therefore £ 2,457,993,
which is over £ 500,000 less than the discounted cost of the programme.
The average urdiscounted cost per new local on-site F.T.E. job by 1984
would have been £8,763 compared to the inflation-adjusted cost of
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£10,610, ard the average undiscounted cost per job gained by the national
econamy would have been only £ 37,242, compared to £ 45,001.

It can be argued most that policy makers place a higher value on a new
job provided "today" than the guarantee of a new job provided in the
future, and that an adjustment ought therefore to be made in order that
present jobs are valued more highly than future jobs. Some researchers have
therefore, discounted the value of programre impacts as well as of
programme costs, (e.g. Hodge and Whitby (1979) and Willis (1983)). However
as has been shown in the present study, their measures of the mumber of
Jobs that had been created were based on untested, and somewhat dubious
assumptions. It is therefore impossible to determine how much confidence
can be placed in their results. It seems clear that the use of
sophisticated discounting procedures is unlikely to produce reliable
firdings if the basic data used is inaccurate. In these circumstances all
that 1s obtained is an appearance of precision which belies a lack of
accuracy.

The Treasury assumes that all new jobs created by economic development
prograxmmes would have been created in any case within a four year pericd,
ard therefore that each new F.T.E. job represents four man or woman years
of ull time employment, (DOE personal communication 1987). Unfortunately,
there is as little empirical basis for this assumption as there is for
those adopted by Hodge and Whitby. The only reliabl=s method of evaluating
the likely long term bemefits of a programme would therefore seem to be to
actually measure them over time, as was done in the present study.

5.7 Measuring costs and impacts longitudinally

In contrast to previous ‘“"once-off" evaluations, the present study
measured both the costs and impacts of the programme over several years.
Profiles of costs from the time when the units were completed up to 1986
were obtained from English Estates records, as were longitudinal measures
of occupancy rates. Information about the firms’' employment profiles from
the time when they had moved into the units up to 1986 was obtained fram
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the interviews with their managing directors, amd estimates of future
employment levels were also obtained.

The results demonstrated the need to evaluate programmes over a period
of years. It was clear for example, that in some case study areas, there
had been considerable delays between the completion and letting of many of
the units. Once-off studies of occupancy rates undertaken several years
after the completion of the units did not take account of these, ard as a
result, overestimated overall occupancy rates, failed to show differences
in programme performance in different areas, and concealed the problem of
these delays from policy makers. It was also clear that the scale of the
programme’s employment impacts had increased rapidly over a very short
space of time, and was likely to contimue to do so in the foreseeable
future. The number of new local jobs accommodated in the factory units had
for example increased by 70 % between 1984 and 1988, and the average cost
per new local job had almost halved over the same time period. Very
different findings would therefore have been reached about the programme’s
performance from studies undertaken just two years apart.

For this reason it seems clear that future evaluations of local economic
development programmes should attempt to measure employment impacts :n
terms of flows of man / woman year F.T.E. jobs. The present study showed
that in 1986, the occupant firms in some of the case study areas were
beginning to reach “"employment ceilings", beyond which they could not
expand without moving to alternative premises, or opening branch factories.
It may therefore be possible to predict the future maximum employment
levels in the factory units, and thus gauge "job flows" over time, on the
basis of the premises’ observed "carrying capacities".

3.8 Indirect and unintended outcomes

A local economic initiative is likely to have a number of impacts which
are not caused directly by, or which were not expected to result from it.
Such impacts can be very important in determining the success or failure of
a programme. However, few researchers have attempted to measure the full
range of possible outcomes, arnd those that have attempted to do so have
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generally used techniques derived from regional economics which are
unlikely to be appropriate for evaluating lccal initiatives. For example,
the Treasury relies -entirely on guesstimates of the size of wider
impacts. It assumes that 50 % of the new activity generated by a programme
will merely have displaced other existing activities, ard estimates local
miltipliers from general figures derived from past studies of regional
multipliers, (H.M. Treasury 1988 perscnal communication).

In the present study alternative empirically rased “bottom-up"
apprcaches were developed to measure the wider effects associated with the
Development Commission’'s advance factory building programme. These suggest
that both the Treasury approach and those used in previous evaluations are
likely to over-estimate the importance of imdirect effects associated with
local economic initiatives such as the advance factory building programme.
It is clear for example, that at the local level, the scale of market share
displacement and local multiplier effects associated with the programme are
so small that both can be excluded from the evaluation of the advance
factory building programme without significantly affecting the findings
that are reached about its cost effectiveness. Similarly, Exchequer savings
which occur in the form of reduced unemployment and social security
payments, are of only marginal importance to the calculation of the
programme’s cost effectiveness. By 1984, the programme had at most led to
Ebzcheque:; savings of around £ 200,000, which is about 7 % of total
programme costs. It seems therefore that the measurement of these impacts
should be a low priority in future evaluations.

3.9 Camparisons between programmes

Researchers tend to have developed their own individual methodologies
for evaluating programmes, and as a result it has been difficult to compare
the conclusions which have been reached by different studies and thus to
compare the cost effectiveness of different programmes. Further, since most
researchers have keen concerned with the costs and impacts of one programme
in just one area and at only one point in time, it has not been pcssible to
use their firdings to compare the effectiveness of even the same programme
over a pericd of time, or in different situations.
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If evaluation studies facilitate neither comparisons between altermative
programmes or between the same programmes in different areas ard over time,
they will be of very little value to policy makers. However, if appropriate
and consistent measures of programme costs and impacts can be developed,
they provide an excellent basis on which to compare both the relative
effectiveness of different programmes, and the relative effectiveness of
the same programme in different situations. It is therefore important that
some consensus is reached about the essential features of an evaluation
methodology, and that the inputs, operation and outputs of programmes are
studied in a number of different areas and over several years.

The findings of the present study suggest that many previous researchers
have devoted considerable time and effort to the measurement of programme
costs and impacts (for example indirect programme impacts such as
multiplier effects), which have had little or no relation to the objectives
of the programme, and very litile influence on the conclusions reached
concerning the programme’s effectiveness. At the same time they have
ignored a number of key considerations which are likely to have had very
important effects on the programme’'s performance. The approach used in the
present study has provided accurate measures of a range of direct prograrmme
outputs, and enabled the programme’s performance to be compared in
different areas, and over a number of years. It therefore seems to provide
a means of assessing the cost effectiveness of a programme much more
accurately than have approaches which have keen adopted in the past, and
may, as a result, provide a basis on which future research can build.

3.10 Future research

The need for further research has been highlighted in several of the
earlier chapters. Policy evaluation remains in its infancy in the U.K..
There is therefore a need for comparative studies of different programmes
using rigorous approaches, which enable their cost effectiveness to be
properly evaluated. There are also a number of technical problems which
have yet to be completely resolved.
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There 1s a need to examine the future employment impacts of the
programme, in order to see if the expected levels of growth were achieved
by 1988, and to discover whether the space constraints experienced by the
occupant firms actually formed "employment ceilings" beyord which they were
unable to exparnd. There is also scope for examining the extent to which
lower level performance indicators provide a basis on which to predict the
likely scale of higher level outputs.

Since with the time and resources available for the present research, it
was only possible to study the programme in eight areas, there is a need to
verify its findings, and to test the preliminary conclusions which were
reached about the differences in the advance factory building programme’s
effectiveness in different sized settlements and in different regional
settings, across a wider range of case study areas.

Further studies of the local labour market impacts of local economic
initiatives at different times and in different settings are necessary in
order to discover whether those of the advance factory building programme
were atypical. In particular it would be interesting to discover whether
the incidence of such a high level of concealed unemployment as was
revealed in the present study, is typical of rural economies, or whether it
was the product of the recession of the late 1970's and early 1980's.

It is clear that there is further scope for the development of an
approach which enables the wider effects of the programme to be quantified
accurately on the basis of empirical data, and which enables the linkages
retween employment creation and higher level outputs, such as demographic
chandes and improvements in the "quality of life" in target areas to be
identified more accurately than was possible in the present study.

Finally, there is a need to use the methodology developed in the present
study to evaluate other local economic initiatives in order to discover
whether 1t can be adapted to other contexts, and if so, how widely
applicable it is.
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4.0 POLICY RECOMMENDATIONS

There are number of important policy orientated conclusions which can be
drawn from the present study. They sugdest a number of ways in which the
programre’s performance could be enhanced and also demonstrate the value of
rigorous evaluation studies.

4.1 Contimation of the programme

It is clear from the present study that the advance factory building
programme has produced a number of significant and beneficial impacts in
the case study areas, and has resulted in relatively few negative impacts.
In contrast to the local impacts of the programme, the impact of the
initiatives on the national economy appear to have been small. Had the
Commission’s abjectives been to benefit the national economy as a whole,
the programme would therefore be hard to justify. However, since it seems
to have had a significant impact in the small rural localities on which it
wvas primarily targeted, it is recommended that the programme should be
contimied.

4.2 Enhancing the performance of the programme

Cne of the main advantages of evaluation research which studies the way
in which the programme’'s delivery system has operated is that it enables
weaknesses in the way in which the programme operates, to be identified.
Several such deficiencies were apparent from the present study, and it is
clear that there are a number of ways in which its delivery system could be
changed in order to emhance the programme’s performance, thereby improving
the chances that its ultimate objectives would be achieved.
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4.2.1 The location of factory units

It was clear from the findings of the present study that the
characteristics of the areas in which units had been built, affected the
impacts which they had. Many of the lower level measures suggested that by
1984, in terms of impacts per unit area ©of floorspace which had been
provided, the programme had performed more effectively in the village case
study areas than in the market towns. However, because development costs
had been higher in the villages, the programme had been more cost effective
in the towns. It was also clear that in the medium term, the impacts of the
programme in the market towns were likely to be much greater than those
achieved in most of the villages.

It seems therefore, that there may be a case for providing the majority
of future units in larger settlements, since these are on the whole, more
attractive to in-moving firms. However, it will also be necessary to
provide people living in surrounding villages with access to the jobs
provided in the towns. Given that one of the aims of the R.P.D. process
introduced in 1984, was to facilitate the integration of different policies
within the priority areas, it might now be easier for economic and
transport prograxmes to be coordinated in this way. Nevertheless, in view
of the past failure of some key settlement policies, such a strategy would
need to kept under review in order to ensure that the interests of village
residents were safeguarded.

It was clear that the programme had proved to be most successful in the
most accessible areas. In more remote areas, the programme had not only
been more expensive, but had also resulted in far fewer positive impacts.
Therefore the evidence of the present study suggests that if programme
performance is to be measured solely in terms of its cost effectiveness,
the Commission should concentrate future factory building in rural towns
close to major industrial areas. The higher costs and lower level of
impacts in remoter areas reflect the greater needs and problems which exist
in these areas. It may be possible to enbance the programme’s performance
in these areas by adapting it, for example by increasing the demand for the
units by lowering rents, and by advertising their availability more
aggressively to mamufacturing firms outside of the area. Alternatively, it
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may be that the problems and potential of remoter rural areas, are quite
different fram those of less remote areas, axd could be better addresses by
alternative policies.

The present study showed that long delays had often occurred between the
time at which financial backing for the construction of units had been
given by the Commission, and the start of the construction phase, and in
some areas, units had not been provided several years after approval had
been given. Such delays are of concern because they postpone achievement of
the benefits of the programme. It has been shown that they were usually
related to problems identifying and servicing suitable sites. It is
therefore recommended that in order to minimise such delays in the future,
applications for assistance are appraised more rigorously, in order to
discover whether there are sites within the proposed areas of pull which
could be rapidly made available for development if approval were to be
given. The Commission could in fact make it a pre-condition of the approval
of funding for factory building that R.D.P. committees which bid for new
units are able to demonstrate that such sites exist.

It seems from the evidence of the present study that the design of the
units currently provided has little effect on the level of demand for them.
In several of the case study areas the supply of the industrial premises
was so restricted that indigenous firms had 1little or no choice of
alternative local premises. However, the quality of the D.C.'s units seems
to have been a factor in attracting non-indigenous firms to move into the
case study areas, and it might therefore be possible for the Commission to
enhance the attractiveness of some of the areas in which occupancy rates
have been low, by providing more high class units at relatively low cost.
Given the differences between the levels of demand for premises in
different case study areas, it would also seem that there is more scope for
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varying the level of rents charged between areas in order to increase
demand for premises in "problem areas”, than English Estates have exercised
to date, (section 3.2.1 above). ‘

The views of the managing directors regarding the costs of the units
which they occupied varied according to the type of firm involved. It was
clear that different firms had quite different requirements, and that the
effectiveness of the programme could therefore be enhanced by providing a
mich greater range of sizes and types of unit. Many new firms would be
better served by providing low cost, lower specification units. At the same
time, the Cammission should contimuie to build high quality units in order
to attract established in-moving firms. In addition, a range of interior
lay-outs could be provided, so that occupant firms could be offered a
choice between units with varying amounts of office space, heights of roof,
types of doors anxd so on. Altermatively, the Commission might consider
providing flexible modular designs of the types that have been provided in
most Science Parks.

There was evidence of a need for a wider range of units of different
sizes to be provided. In some of the case study areas, all of the units
were of the same size, and in most, the choice of unit sizes was severely
restricted. Most areas lacked a sufficient number of larger premises, to
accommodate firms which had expanded and thus required more space, and it
was apparent that many of the occupant firms were likely to be forced to
move out of the case study areas in order to facilitate contimued growth.
If this occurs, substantial numbers of new Jjobs would be lost from the
priority areas.

This problem is likely to be exacerbated by the Commission’s recent
policy of encouraging the construction of smaller units, particularly since
the present study suggests that occupancy rates have been higher in larger
units than in smaller premises. It is therefore recommended that the
Camission attempts to provide a “"workspace ladder" of units of different
sizes which a firm can ascerd as it becomes estahlished, and increases its
level of turnover and the size of its workforce. In some small villages, it
will clearly be impossible to provide a full range of different designs and
sizes. However, in these cases a range of different types arxd sizes of

168



unit could be provided throughout a R.D.A., such that complementary units
are built in neighbouring settlements.

It is clear that it will be impossible to satisfy the requirements of
all of the firms all of the time, particularly when units are constructed
in advance of known demand. However, there is a need for the Commission to
give more attention to the degree of user satisfaction with their premises.
One way of doing this would be to regularly monitor the views of the
managing directors of occupant firms regarding the suitability of their
premises, in order to identify design improvements which would be
universally welcomed.

4.2.4 Increasing occupancy rates

The present study showed that occupancy rates in the case study areas
were lower than was suggested by the Commission’'s own figures. The
difference between the findings of the present study and the Commission’s
figures result from the fact that the latter are based on measurements of
occupancy rates at only one point in time. It is therefore recommended that
the Commission monitor occupancy rates over time rather than at a point in
time. In order to do this it will be necessary for English Estates to
introduce a more accurate method of recording the dates on which units are
occupied and vacated, than that which existed at the time of the present
study.

It was clear that occupancy rates varied considerably between the case
study areas. The simplest way of increasing occupancy levels, is to
manipulate the supply side of the equation. The Commission already does
this by stipulating that factories must be built on a rolling programme,
whereby new units are provided only as existing ones are occupied. However,
it can be argued that this policy penalises the most "needy" areas. A more
appropriate response might therefore be to attempt to increase the demand
for units, in those areas in which they have been difficult to let.

To date, the Commission has tended to deal with the problem of low
occupancy rates by relaxing the criteria which are supposed to govern the
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selection of tenmants. As a result, in a number of areas, a very high
proportion of occupant firms are involved in services rather than
mamfacturing, and many had not created the number of jobs which it was
hoped they would at the time when they were given space in the units. It is
clear therefore that although relaxing the criteria has helped to increase
occupancy rates, it has reduced the effectiveness of the programme. It is
therefore recammended that in the future, criteria regarding the types of
firms which are eligible to occupy units, be adhered to more rigorously,
and that alternative ways of increasing demand are implemented.

Cne of the best ways of doing so would be to attempt to attract a
greater nmumber of non-indigenous firms into priority areas. This strategy
has a number of advantages. It would be “swimming with the tide" of the
urban-rural shift. It would also, if successful, bring in-moving firms into
“problem areas", and as a result be likely to both widen the exristing
economic base and create significant future employment growth; (the present
study shows that non-local firms grow fastest amd therefore provide the
largest mmbers of new jobs). As has been explained in section 3.1 (above),
there is a need for the availability of units to be advertised outside of
the immediate locality, and to target promotional activities on non-
indigenous mamufacturing firms, which are likely to have the greatest
potential for employment growth.

The present study shows that areas in which units have proved to be
unattractive to non-indigenous manufacturing firms, have a number of common
characteristics. It should therefore be possible to identify these in
advance ard therefore adverticse the units more vigorously. Finally, since
it is also clear from the present study that in areas with low occupancy
rates, the main period of vacancy occurs between completion and the first
time a unit is occupied, it is recommended that the availability of units
is advertised in advance of completion in order to increase the chances
that firms move into them as soon after completion as is possible.
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4.2.5 Selection of occupant firms

As noted above, the present study has shown that the impact of the
programme varies according to the types of firms which occupy the units.
Established non-indigenous firms are for example, likely to grow more
rapidly (both in the short and the long term), than indigenous firms or new
firms. As a result they are likely to provide a greater mumber of new
employment opportunities. It is also clear that they provide the greatest
range of new types of employment opportunity. By influencing the types of
firms which are attracted to the units (by selective advertising outside of
the priority areas, as recommended above) and carefully selecting those
which are allowed to occupy them, the Commission may therefore be able to
increase the effectiveness of the programme.

4.3 Enhancing the Camission’s performance management systems

Many of the existing weaknesses of the programme are the result c¢f the
iradequacy of the Comission’s present arrangements for appraising,
monitoring and evaluating both individual projects, and the programme as a
wvhole. One of the major policy recammerdations of the present study is
therefore that improved arrangements for appraisal, mnltorirg and
evaluation be adopted by the Commission.

It is clear, (both from the present study, and other work currently
being urdertaken by the present writer and colleagues), that there is a
need for the Coammission to appraise applications for assistance agdainst
criteria which are likely to influence the success or failure of proposed
projects, for example, the amount of deadweight, the availability of
suitable sites for development, the likely level of demand for units, and
the pool from which future occupant firms are likely to be drawn.

It is also clear that there is a need for the programme to be monitored
more sSystematically than it has been to date, in order to provide policy
makers with sufficiently up to date information to "fine tune" the delivery
system. Until now they have tended to rely on once-off evaluation studies
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in particular areas. Although these have provided some useful information,
many have contained serious methodological weaknesses, and none have been
sufficiently comprehensive to show how the programme has actually worked,
and therefore to highlight potential improvements in its design. There are
also doubts concerning the extent to which the results of these case
studies have been representative of the programme as a whole. All have been
undertaken in areas in which 1t seems that the programme has been
relatively successful, and none have evaluated impacts over time.

The present study has shown the records wiich are kept by English
Estates and the Commission, of the outputs of the programme, do not
constitute a sufficiently comprehensive management information system to
meet the needs of policy makers. They lack the output measures which proved
to ke most useful in the present study, axd are sometimes inaccurate,
apparently because they are not up-dated sufficiently regularly. It is
clear therefore that a more comprehensive monitoring system is required.

Low cost computerised systems have already been introduced to assist
wvith the management of other locally based economic programmes, (for
example the PriSM system used by many local authorities to monitor their
Urban Programme expenditure and outputs). It would seem that even if such a
system used only the output measures from low levels in the hierarchy of
objectives developed in the present study, (for example, the number of
completed units, occupancy rates, types of cccupant firms, and numbers of
jobs accommodated in the units), it would provide policy makers with much
better information than is available to them at the present time, and
would therefore be likely to improve the quality of decision making.

It is clear from the findings of the present study that information
about lower level outputs, could be used to predict the likely scale of
higher levels outcomes. such as job generation. It would also provide an
"early warning system", which would identify problems in the implementation
of the programme, (either nationally or in specific areas), sufficiently
early for ameliorative action to be taken. It would also facilitate
longitudinal analyses of the nature of programme impacts. Since (as has
been shown by the present study), the scale of impacts can vary
substantially over a relatively short period of time, this would provide a
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much better source of information than the present ad hoc system of record
keeping.

A comprehensive monitoring system would also facilitate much better
evaluation than has been possible to date, since it would no longer be
necessary to rely entirely on a case study approach. The database provided
by the monitoring system could be used to test the extent to which the
firdings of the present study and other evaluations applied to the
programme as a whole. An on-going monitoring system would also provide
information for future evaluations which could then be undertaken on a
regular basis, and with reference to common output and effectiveness
measures. It would then be possible to compare the performance of the
programme both in different areas, and at different times, in a way which
has not possible to date.

Finally, aside from the important operational advantages of such a
system, there are sound political reasons for improving existing
performance management systems. Several central govermment departments have
recently come under the scrutiny of the National Audit Office and the
Public Accounts Committee, and have, as a result, found it necessary to
introduce more rigorous arrangements for performance management, (for
example the Urban Programme Monitoring Initiative within the Department of
the Environment). It seems clear that both the Treasury and the Cabinet
Office are set to contimue to pursue the F.M.I. principles, and that as
central departments up-grade their performance ‘management systems, the
spotlight will increasingly be turned on sponsored bodies, such as the
D.C.. Although the Comission has so far been "shielded" from the Treasury
by the Department of the Environment, it is clear that, in order to
maintain its current level of funding and quasi-autonomy, the Commission
will eventually be forced to adopt a comprehensive performance management
system such as that advocated in the present study.
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Apperdix 1 Costs of lard acquisition, site development and construction

Market Drayton

Phase 1 Land acquisition and develomment cos
Phase 2 Lard acquisition and development cos

ts
ts
Phase 3 Lard acquisition and development costs
ts

Phase 4 Land acquisition and development cos

Phase 5  land acquisition costs ( actual )
Development costs ( actual )

Total lard acquisition costs ( actual )

Total development costs ( actual )

Total Project costs
Ludlow

Phases 1 and 2 Land acquisition costs ( actual )
Phases 1 ard 2 Site servicing ( actual )
Phase 1 Development Cost ( approved )
Phase 2 Development Cost ( actual )

Total land acquisition cost ( actual )
Total development and servicing cost ( mixed )

Bakewell

Phase 1 Land acquisition costs ( actual )
Construction costs ( actual )

Phase 2 ILand Acquisition costs ( actual )
Construction costs ( actual )

Phase 3 land acquisition costs ( actual )
Construction costs ( actual )

Total land acquisition costs ( actual )

Total construction costs ( actual )

Weobley

Kington Road Iand acquisition costs ( actual )
Development costs ( approved )

Whitehill Park Land acquisition costs ( actual )
Development costs ( approved )

Total land acquisition costs ( actual )
Total development costs ( approved )

178

£653,333

£ 78,000
£ 54,000
£289,000
£173,000

£ 78,000
£518,000

£ 20,887
£118,738
£ 30,452
£144 470
£ 21,249
£159,464



Leintwardine

Land acquisition costs ( actual )

Development costs ( approved )

Ipstones

Lard acquisition costs ( actual )
( actual )

Site preparation costs
Development costs

Waterhouses

Phases 1,2 and 3 Land acquisition costs ( actual )
Phases 1,2 and 3 Site preparation costs ( actual )
Phase 1 Development costs ( actual )
Phase 2 Development costs ( actual )
Phase 3 Development costs ( actual )

Total land acquisition costs
Total development costs

Longnor

Iand acquisition costs ( actual )
Development costs ( approved )

176

£ 10,500
£ 600
£ 144,223
£ 72,114
£ 72,114

£ 10,500

£ 289,085

£ 7,000
£ 124,000



Appendix 2 Programme costs at 1984 prices

Case study area

Market Drayton

Ludlow
Bakewell

Weobley
Leintwardine

Ipstones
Waterhouses

Longnor

Phase

HOHFHFDHFOODHFDHEAQGDH

1T

Year constructed

1977
1978
1979
1982
1982
1883
1982
1982
1983
1978
1081
1980
1081
1981
1084
1980

79,400
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Apperdix 3 Timing of approval, completion and first letting of units

Location

Unit ID

munmber

Market Drayton

Tudlow

Bakewell

Weobley

Leintwardine

Ipstones

=
QOO OOO~TITOOORAHND

OPRUGODHPAUODHOPRAWDFOO~TO0OWER D

Dec. 1975
March 1977
March 1977
Sept. 1978
March 1980
March 1980
March 1980
March 1980
March 1980
March 1980
March 1980
March 1980
March 1979
March 1979
March 1979
March 1970
March 1979
March 1979
March 1979
March 1979
March 1979
March 1979
March 1979
March 1970
March 1979
March 1979
March 1979
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Feb. 1978
Sept. 1975
Sept. 1975
March 1979
March 1979
March 1979
Sept. 1975
Sept. 1975
Sept. 1975
Sept. 1975
June 1977
June 1977
June 1977
June 1977
June 1977

178

completion
Feb. 1977
March 1978
Aug. 1979
Aug. 1979
Sept. 1982
Sept. 1982
Sept. 1982
Sept. 1982
Sept. 1982
Sept. 1982
Sept. 1982
Sept. 1982
Aug. 1982
Aug. 1082
Aug. 1982
Aug. 1982
Aug. 1982
Aug. 1982
Aug. 1982
Aug. 1982
Aug. 10982
Aug. 19082
Feb. 1083
Feb. 1083
Feb. 1983
Feb. 10983
Feb. 1983
Feb. 1982
Feb. 1982
Feb. 1982
Jan. 1984
Jan. 1984
Jan. 1984
Jan. 1984
March 1982
Sept. 1982
July 1978
July 1978
May 1981
May 1981
May 1981
June 1980
June 1980
dJune 1980
June 1980
April 1980
April 1981
April 1981
April 1981
May 1980

Date Finance Date of Practical Date first
approved

occupied

June 1978
Oct. 1978
Sept 1979
Sept 1979
Dec. 1983
May 1984
Sept 1984
Sept 1984
June 1983
June 1983
July 1983
Dec. 1983
Sept 1982
May 1983
May 1983
Sept 1982
Aug. 1082
July 1984
Mar. 1984
Sept 1984
Mar. 1984
Feb. 1984
Oct. 1984
May 1984
Sept 1984
Aug. 1084
Mar. 1982
Mar. 1982
Apr. 1982
May 1984
Feb. 1984
Feb. 1084
Apr. 1984
Sept 1982
Aug. 1983
Jdan. 1979
May 1979
July 1981
Feb. 1983
dJune 1982
Apr. 1983
Aug. 1980
Apr. 1983
Apr. 1984
Mar. 1981
Feb. 1983
Oct. 1982
Spet 1981
May 1980



Waterhouses

Longnor

WHEPBAWOD-

179

1977
1077
1977
1977
1977
1977

Nov. 1981
Nov. 1981
April 1984
April 1984
June 1980
June 1980

May 1983
Nov. 1983

Oct. 1082
June 1983



Appendix 4 Occupancy Rates

Market Drayton

*Unit Time Unit in Time Occupied Time Vacant % Time
Existence Occupied
( months ) ( months ) ( months )
1 89 73 16 82
2 76 60 16 7
3 60 54 6 20
4 60 47 13 78
5 22 7 15 32
6 22 2 20 9
y i 22 0 2 0
8 22 0 22 0
9 22 13 9 59
10 22 13 9 59
11 22 12 10 B5
12 22 7 15 32
Total 461 288 173 65
*Unit Time Unit in Time Occupied Time Vacant % Time
Existence Occupied
( months ) ( months ) ( months )
1 24 23 1 96
2 24 14 10 58
3 4 14 10 58
4 24 23 1 26
5 4 24 0 100
6 24 L 23 4
7 24 4 0 17
8 24 0 24 0
9 24 3 21 13
10 4 0 24 0
g I 17 5 12 20
12 17 0 3% 0
13 17 2 15 12
14 17 0 17 0
15 17 1 16 6
Total 325 114 211 35
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Bakewell

*Unit Time Unit in
( months )

VOO G QD -
8B000anBB8

Total 162

Weobley and Leintwardine

*Unit Time Unit in
Existence
( months )
Weobley
1 72
2 72
3 38
4 38
B8 38
Total 206
Leintwardine
1 49
2 49
3 49
4 49
Total 196

Time Occupied
( months )

62

17
25

49

15
19

131

181

Time Vacant

( months )

HONDHHEROWHE®

[

ca
=

Time Vacant

( months )

10

21
13

0
o7
0
33
83
83
67
82
52

8l

% Time
Occupied

% Time
Occupied

95
45

100

98
3l
39

67



Ipstones, Waterhouses and Longnor

*Unit Time Unit in
Existence
( months )
Ipstones
1 51
2 39
3 39
4 39
B B0
Total 218
Waterhouses
1 32
2 32
3 3
4 3
Total 70
Longnor
*Unit Time Unit in
Existence
( months )
3 49
2 49
Total o8

*NOTE: Unit numbers not those designated by E.E.

Time Occupied
( months )
40
17
21
30
50
158
14
8
0
0
22
Time Occupied
( months )
21
13
34

182

Time Vacant
( months )

coNE

18
24

48

% Time
Occupied

S8IRRI

72

Time Vacant % Time
Occupied
( months )

43
7

35



Appendix 5 Products and Services provided by occupant firms

Firm code

QOO Od A0+

Location
Market Drayton

Product / Service

Chemical Production

Cables & Circuit Boards

Sheet Metal Manufacture

Electrical Contractors

Importing of Giftware

Autoelectrical Repairs

Suppliers to Dairy Industry

Fibreglass Mouldings

Wholesale of Vet. Supllies

Fibreglass Mouldings

Supply of Church Furnishings

Car Radiator Repairs

Tool and Plant Hire

Hiring of Scaffolding

Carpet and Furniture Removals

Precision Engineering

Servicing of Garden Machinery
tery and Jo

Supppliers & Fitters of Window
Suppliers of Amusment Machines

Mamufacture of Tea-Making Equipment
Manmufacture Industrial Instruments

Production of Confectionary
Manmufacture of Adhesive Tapes
Importing of Food Machines
Marketing of Sealing Products

Production of Waste Compactors
Production of Timber Housing Frames
Production of Silicon Rubber Moulds

Design of Electronic Equipment

Mamicfature of Yoghurts & Creams

Production of Audio- Equipment

Production of Sheet Metal-work
Production of Pigment Dispersion
Design of Agricultural Equipment
Production of Terracotta Novelties

S.I.C.

Manufacture of Rubber Mouldings
Sale of Greetings Cards & Giftware

Production of Young Plants
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Appendix 6 Standard industrial classifications

C - Food / drink / tobacco,
E - Chemicals,

G - Mechanical engineering,
H - Instrument engineering,

I - Electrical engineering,
K - Vehicles,

L - Other metal goods,

P - Bricks / pottery / glass,
-~ Timber / furniture,

- Printing / paper,

- Other manufacturing,

- Construction,

V - Transport / communication
¥ - Distributive trades,

Z - Services / unclassified.

HnoOo
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Appendix 7 Changes in occupant firms’ turnovers 1984-1986

Firm number Turnover 1984 Turnover 1986 % Change in
£ 000’'s £ 000's turnover
1984-1986

1 1 000 3 000 200
2 250 1 500 500
3 - = 75
< - = 150
5 1 400 2 300 64
6 o e 400
7 - - 0
8 30 120 300
9 - - 100
10 30 280 733
11 - - 10
12 80 112 40
13 33 100 239
14 &0 85 42
15 215 280 16
16 55 fls) 55
e 45 65 44
18 60 20 50
19 - - 200
20 40 35 -13
21 100 80 -50
2 600 750 25
23 47 70 49
24 145 358 147
25 1 000 1 000 0
28 600 850 42
27 180 380 133
28 1 200 1 200 0
29 375 650 73
30 = = 0
ol 22 45 105
32 = = 260
03 = — 5
34 = = 300
35 - - 300
36 220 315 43
o7 100 145 45
40 - - 200
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Appendix 8 Weekly wages paid to employees taking new jobs in D.C. units

Firm mumber Average wade
paid by firm *
£
1 151-200
2 < B0
3 101-150
4 201-500
5 50-100
6 50-100
10 50-100
11 80-100
14 50-100
15 101-150
22 151-200
23 151-200
%3] 101-150
27 50-100
28 50-100
29 151-200
30 50-100
31 50-100
32 < 80
33 151-200
34 50-100
36 50-100
37 50-100
38 50-100
39 50-100
40 50-100
Total
* 1984 prices

Number of new

FTE local

jobs in firm

15.
28.
R2.
32.
82.

= = ol =
OO UWOPRIOIDHFHOWIPODNDD~TH - h

U 0000000V ININOOLTOTNOOOO M ;

8
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New income
to local

area weekly
£

2720
713
2750
11216
6150
75
338
113
75
41
2720
1053
1130
338
1013
1843
113
75
80
1053
300
2880
1013
450
225
780

40087

New income
to local
area p.a. *
£

141453
37050
143000
583232
312800

3200
17680
5880
3200
48945
141453
54756
58734
17550
52680
05823
5850
3900
2600
54756
18600
148200
52650
23400
11700
32000

2083302
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