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Foreword
I am pleased to introduce this overview on the economies of Local Enterprise Partnerships 

which has been compiled by our partner Pion Economics. 

We see this as a useful document for any Idox Information Solutions’ client who is interested in 

forming a view on growth across the LEP areas in England. 

It is intended to give an indication of productivity within an area and allows stakeholders to:

•	 assess	how	they	fare	compared	to	other	areas;	

•	 put	together	a	convincing	case	outlining	funding	need;	and

•	 determine	what	measures	to	take	to	improve.	

Rebecca Erskine

Marketing and Communications Director - Information Solutions

rebecca.erskine@idoxgroup.com

http://is.idoxgroup.com



Developing LEP Economies: Overview March 2013

6

P I O N 
economics

Background
Pion Economics is a specialist economic, research, evaluation and strategy development 

consultancy. The company specialises in economic analysis, statistical and econometric modelling, 

impact assessment, labour market assessment, economic and labour market reviews.

Pion has a long and established record of undertaking complex economic studies. This work has 

involved detailed scrutiny of macroeconomic, microeconomic, national, regional and sub-regional 

data and datasets.  The team is often tasked with providing coherent and intelligible narrative from 

cross-section and longitudinal data series, making sense of disparate and conflicting data trends, 

assessing the economic impact of sector and spatial strategies and evaluation studies. 

Operating since 1998, Pion Economics has undertaken a large number of detailed projects across 

the UK, evidenced by a history of projects that stretches back over this time period and including 

the European Union, National Governments in England, Wales and Scotland, Government Offices, 

Regional and Sub-Regional agencies, amassing deep knowledge of the local and regional 

development process.

Pion Economics is led by Dr Jim Twomey, Director. Jim started his career as an academic 

university economist but moved to join a university-based consultancy.  Rising to become 

managing consultant of the Economics division, Jim formed Pion Economics in 1998 and has been 

providing economic research, advice and policy analysis to a large range of clients under the 

banner of Pion Economics ever since.
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1. Introduction
Local Enterprise Partnerships (LEPS) are vehicles intended to encourage business and civic 

leaders to work together with a view to generating sustainable economic growth.  The role of LEPs 

in economic development is reinforced in the 2012 Autumn Statement where they are asked to 

lead the development of new strategic plans for local growth consistent with national priorities, 

consulting with all relevant local partners.

This task implies that a thorough understanding of long-term economic potential in an area is 

required to guide decision-making.  The standard approach to area economic studies is to gather a 

series of economic indicators and to describe each individually, showing how an area performs 

relative to a given benchmark, whether it be a regional/UK average or a set of comparator areas.  

This analysis is then traditionally used to infer area characteristics that will contribute or hinder 

development prospects.  

However, such studies provide a weak basis for policy development in that the process provides 

only a ‘partial’ picture of how any area stands relative to given benchmarks.  It can demonstrate, for 

example, how an area has a higher/lower activity rate or how it has a higher/lower business density 

compared to the relevant benchmarks.  It does not provide any insight as to how the combination 

of these attributes (and many others) interact together to enhance or constrain the development 

potential of that area.  

Indeed, making sense of many different indicators is difficult.  Some indicators may be better than 

a benchmark and some the reverse.  As such, interpreting the particular mix of local attributes and 

the way in which any variation in the mix helps or hinders performance is not straightforward.  This 

is why traditional approaches are always only partial in nature – they cannot cope with the variety 

and pattern of different indicators. 
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In fact, standard approaches do not help policymakers to understand:

 > how the mix	of	local	attributes	can	help	to	determine	the	future	prospects	of	an	area;

 > which of the particular local attributes under review is of most significance in determining future 
potential;

 > how the mix of attributes varies from other benchmark areas or more economically successful 

parts of the country.

These deficiencies have encouraged Pion Economics to develop new tools to address the 

problem.  This overview explains the basis of the methodology developed to provide the most 

robust and comprehensive analysis of LEP economies currently available.
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2. THE GEOGRAPHY     
OF PRODUCTIVITY
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2. The Geography of Productivity
Productivity performance provides the 

best guidance as to future economic 

potential at both national and sub-national 

levels of geography.  The Office for 

National Statistics (ONS) has started to 

release, for the first time, sub-regional 

data on GVA per hour worked.  This is the 

most detailed profile of productivity that 

has ever been made available and 

provides new insight into the pattern of productivity across the UK.  It reveals that such is the ‘skew’ 

of performance across England that only 25% of the areas defined perform better than the UK 

average (F1). 
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Scrutiny of regional productivity (F2) 

demonstrates that the performance 

profile is dominated by areas in London 

and the South East with the North East, 

North West, West Midlands and 

Yorkshire and the Humber at the lower 

end of the range.  The clear implication 

is that productivity performance is 

geographically concentrated and 

clustered towards the capital and its 

surrounding hinterland.

Figure 3 (F3) provides our estimates of the LEP productivity profiles using the ONS data and the 

statistical analysis explained elsewhere in the report.  It suggests that just a handful of LEP areas - 

London, Thames Valley Berkshire, Hertfordshire, Enterprise M3, Oxfordshire and Coast to Capital 

- have above average performance. 

At the other end of the scale, 

the profile shows that LEPs 

such as North Eastern, Tees 

Valley, Lancashire, Black 

Country, The Marches, 

Cumbria, Cornwall and the 

Isles of Scilly have 

productivity deficits of more 

than fifteen percentage 

points from the average and 

up to 35 points from the top 

of the range.  
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The scale of these differentials is extensive and raises an important question as to what it is that 

accounts for such variation across the country.  The work undertaken by Pion is intended to ad-

dress this issue.
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3. EXPLAINING 
PERFORMANCE
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3. Explaining Performance

The key to understanding economic performance and potential is to comprehend the way in which 

the assets of an area come together to improve or limit performance prospects.  In this study, eight 

asset groups are defined, reflecting: 

 > Enterprise;

 > Labour	Market;

 > Employment;

 > Location/Access;

 > Industry Structure/Base

 > Skills;	

 > Housing;	and

 > Property mix.

These are represented through a series of people and place indicators that represent broad 

characteristics of small area economies:1  

Making sense of so many different indicators is difficult.  It is not uncommon for some areas to have 

large values in some indicators and very low values in others.  Likewise, a range of areas may have 

similar values in some indicators and very different values in others.  

As such, interpreting the particular mix of attributes and the way in which variation in mix helps or 

hinders performance is not straightforward.  This is the reason that traditional approaches are always 

only partial in nature – they cannot address the variety, pattern and interaction of different indicators 

at the same time.

1  Details of the indicators are contained in an appendix at  the end of the report.
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Our approach is to use statistical techniques to address the problem.  We employ the technique 

called factor analysis which identifies common patterns in sets of different variables.  This means that 

we can ‘summarise’ all of the indicators within a few newly constructed variables.2  These summary 

variables are then used in a (regression) analysis to determine how they explain variation in GVA per 

hour performance across areas, and to estimate the extent to which the local asset base

assists/hinders local performance.  

The following Figure (F4) illustrates that the performance of the regression process is strong.  

It plots the predicted value of area GVA per hour against the actual value of area GVA per hour using 

the ONS dataset.  

The performance of the regression can 

be judged by the extent to which the 

dots lie along a diagonal line from the 

bottom left hand corner – the more 

straight the dots along the diagonal, the 

better the performance - and the 

regression model explains some 83% of 

the variation in GVA per hour across the 

areas in question.3 The good 

predictive power of the regression 

means that it can be used as basis for examining the role of the previously defined asset groups in 

determining LEP productivity performance.

The analysis works by defining a common ‘base’ level of productivity across all areas and then 

assesses the extent to which differences from the base are explained by the asset groups.  

In some cases the asset mix will help to explain why a particular area has a higher than average 

productivity performance and vice versa.  

2  Factor analysis avoids a common statistical problem called collinearity. This occurs where indicators display a strong common pattern or  
 relationship - as is often the case in spatial studies - and makes interpretation of individual contributions very difficult. 
3 Tests indicate the absence of Omitted Variable Bias



Developing LEP Economies: Overview March 2013

17

P I O N 
economics

In practice, the analysis suggests that the asset groups can explain variation in GVA of up to £4.69 

per hour worked in the highest performing LEP and account for a gap of up to £5.22 per hour 

worked in the poorest performing LEP.  Figure 5 (F5) outlines the range across LEPs.

Further analysis (F6) shows the maximum and minimum values for each asset group contribution 

across all LEPs and demonstrates that some of the groups are much more diverse in impact than 

others.4  It is clear, for example, that accessibility is a key feature of some LEP areas and may 

account for a productivity deficit of up to £3 for each hour worked in a number of cases. Most other 

asset groups have a less extended 

range but it is clear that industry 

structure, education and skills, 

enterprise and property categories all 

play a formative role in determining 

productivity performance.

4 It does not follow that the individual values for the maximum and minimum correspond to the best/worst performing areas overall.
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The role of accessibility in determining 

productivity is clearly evident if one su-

perimposes its contribution against the 

total asset contribution displayed earlier.  

Figure 7 (F7) clearly shows that while 

access is important for both high and low 

performing LEPs, it is relatively far more 

important for the latter.

Altogether, the average accessibility 

benefit to the top five performing LEPs is some 26% of the total whereas the accessibility related loss 

to the five poorest performing LEPs is some 56%.  This latter feature indicates the extent to which 

peripherality constrains development potential in some LEP areas and, given the relative difficulty of 

generating improvements in accessibility, implies that good performance in other asset groups is 

necessary to offset this constraint.

Unfortunately, the analysis suggests that this is not the case.  For example, as far as the five most 

productive LEPs are concerned, the positive access contribution is more or less matched by positive 

contributions from industry structure (25%) and education/skills (20%).  In contrast the five poorest 

performing LEPs have (average) negative contributions of 17% and 8% for the same categories.

In summary, what this analysis facilitates is the ability to assess the way in which different LEP asset 

structures combine to help or hinder productivity performance.  As the analysis also provides the 

same detail for each of the local authority areas within LEPs, it delivers a comprehensive and robust 

area-based assessment of LEP development prospects. 
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  4. VALUING 
PERFORMANCE
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The profiles outlined above are primarily expressed in terms of GVA per hour worked. This has the 

benefit of providing a standard basis for comparison but actual GVA gains and losses on the 

ground requires that consideration is also given to the numbers of hours worked.  Moreover, since 

the pattern of hours worked varies across areas, this can impact considerably on the pattern of 

GVA gains/losses associated with different asset configurations. 

Estimating the value of GVA gains and losses by asset group in this way (F8) shows that access 

remains an important feature but that, across LEPs as a whole, accessibility gains more than offset 

accessibility losses.  The contribution of industry structure and education/skills are also significantly 

more pronounced. 

Much of the positive gain arises in 

London where (mainly) positive asset 

structures combine with large work 

hour volumes to generate substantial 

GVA benefits.  Altogether, at individual 

LEP level, some 21 LEPs display a 

productivity loss due to their asset 

mix.  Relative to total GVA, the 

highest net positive contribution 

equates to 14% of the relevant LEP 

GVA and the largest net negative 

contribution equates to 26% of GVA.

4. Valuing Performance
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5. TARGET SETTING
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5. Target Setting
While not illustrated here, the statistical work underlying LEP profiles contains details of individual 

LEP performance characteristics and their constituent local authorities.  It shows just how diverse 

the LEPs and their component sub-areas are, and establishes the basis for assessing the scale of 

change in asset structures required for any given LEP to secure performance levels associated with 

other areas.  In other words, it enables one to examine the feasibility and implications of target 

setting.

Take the case of the Humber LEP which is ranked in the bottom third of LEPs in terms of 

productivity performance.  Our analysis suggests that the area sustains a GVA loss of some £2.36 

for each hour worked due to its asset structure.  The largest component of the loss is related to its 

industrial base characteristics, followed by accessibility and enterprise.  

The methodology makes it possible examine the pattern of Humber asset structures that would be 

consistent with better performance elsewhere.  Figure 9 (F9) provides an indication of the scale 

of change in a selection of indicators consistent with the Humber LEP area achieving a productivity 

performance broadly equivalent to either a middle or top ranking LEP.

In this Figure, the baseline Humber LEP 

values are represented by the vertical line 

and take the value 1.  

The middle and top rank bars show the 

multiple of the Humber values required to 

be consistent with a middle or top ranking 

LEP.  
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Overall, the analysis suggests that the Humber LEP economy is likely to require relatively extensive 

management to make progress towards either of these two comparators.1  

The indications are that business density would need to expand by a factor of some 15% for the 

middle comparator and over 30% for the top comparator.  But even more extensive change is out-

lined for other indicators.  It is suggested that the intensity of knowledge based industry (KBI) in the 

area needs to increase by some 40% and 75% for the two comparators with the proportion of level 

4 skills rising by 16% and 70% respectively.  The analysis suggests that the local industrial base is 

insufficiently geared towards service activity (office property volumes significantly lower than com-

parators) with too high a density of lower value domestic properties.

1 The changes are such to match the asset profile of the comparator and thereby represent combined rather than isolated adjustments.
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6. OVERVIEW



Developing LEP Economies: Overview March 2013

26

P I O N 
economics

6. Overview
Establishing the economic potential of areas is a difficult task.  The elements that combine together 

to enhance or limit development prospects are many.  They interact in complex ways making their 

analysis and understanding difficult.  It is often convenient to examine indicators in isolation, building 

a picture step-by-step but this ignores the very interactions that give areas their particular identity.

The analysis in this report confirms the earlier claim that the traditional approach to assessing the 

economic potential of areas is far from robust.  Many of the LEP areas contain a mix of positive and 

negative attributes.  Traditional approaches do not make the link between the mixed pattern and 

value of these indicators and development potential.

Understanding the scale of the development challenge is a pre-requisite for LEP policymakers as 

they move to design their area strategies.  The methodology outlined in this paper accommodates 

the complexity of that challenge and directly addresses the weaknesses of traditional area-based 

analyses.  It delivers individual LEP and local authority level assessments of economic potential and 

provides a basis for LEP policy development.
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7. Further Information
The summary contained in this document represents a fragment of the analysis and trends that are 

made possible by this new form of analysis.  Detailed profiles of LEP economies and, equally 

important, their constituent local authority areas are all now feasible for the first time using the 

statistical techniques described.  Beyond the descriptive analysis, the simulation tool enables a 

robust mechanism for assessing the scale of development challenge facing local areas.

 

For more information regarding the nature of the research and reports for individual LEP and local 

areas, please contact:

Dr J Twomey

Pion Economics

Technology House

Lissadel Street

Salford, M6 6AP

T: 0161 278 2458

M: 07774 730570

E: info@pion-economics.co.uk 

P I O N 
economics
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Idox Information Solutions is Europe’s leading provider of funding and policy information. We are 

experts in helping organisations secure and manage grant funding whilst also recognising that a 

wider understanding of the compliance environment can lead to a stronger, more resilient operation.

We have been working with organisations across the public, private and voluntary sectors for over 

30 years to help them become more innovative in a number of key areas:

 > Identifying Grant Funding - through websites such as GRANTfinder.

 > Applying for and Managing Funding - through our grants consultancy arm.

 > Digital Services – we specialise in the design and development of content-rich interactive portals 

and information management systems.

 > Complying with legislation – building on our expertise in presenting often complex funding 

information in an easy-to-understand format, we offer a series of online training programmes to help 

support understanding in ethical and legal compliance areas.

For more information regarding the full range of services offered by Idox Information Solutions, please 

contact:

Rebecca Erskine

Marketing and Communications Director

First Floor, Alderley House

Alderley Road

Wilmslow

Cheshire, SK9 1AT

T: 0844 874 0739

E: solutions.marketing@idoxgroup.com 

W: http://is.idoxgroup.com
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Appendix I: Indicator Profile

Enterprise

• Proportion of micro firms (<5):

	 defined	as	the	percentage	of	total	business	units	in	an	area	with	less	than	five	employees;

•	 Business density:

 defined as the numbers of VAT registered businesses relative to each 1,000 persons of  

 working age, and

•	 Business vibrancy:

 defined as the proportion of firms in an area operating for less than 3 years.

Labour Market

•	 Activity:

 defined	as	the	proportion	of	the	working	age	population	actively	seeking	employment;	

•	 Full-time jobs:

 defined	as	the	proportion	of	jobs	in	the	local	area	that	are	full-time;	and

•	 Job density:

 defined as the ratio of the numbers of jobs in each area to the volume of working age   

 population.

Location and Access

•	 Rail journey time to London:

 defined as the journey time to London from either a station within a defined area or the   

	 nearest	available	station	if	outside	the	area;
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•	 Accessibility (distance) to 8 largest business centres

 defined as the average (mean) distance from each area to one of eight business centres  

 (London, Birmingham, Leeds, Manchester, Nottingham, Glasgow, Edinburgh and   

	 Bristol)	weighted	by	the	employment	base	of	the	centre;

•	 Accessibility (distance) to all airports with 5m+ scheduled air passengers:

 defined as the average (mean) distance from each LAD to all relevant airports (Heathrow,  

 Gatwick, Manchester, Stansted, Glasgow, Edinburgh, Birmingham, Luton, Newcastle, 

 London City, Leeds/Bradford, Bristol, East Midlands, Southampton and Liverpool) weighted  

 by the scheduled passenger base of each airport.

Industry Structure/Base

•	 GVA weighted sector employment distribution 

 defined	as	GVA	weighted	employment	as	a	proportion	of	total	employment;	

•	 Knowledge Based Industry (KBI) concentration:

 defined	as	the	Location	Quotient	(LQ)	of	KBI	employment	within	each	area	(UK	base);	and	

•	 Agglomeration Elasticity

 defined	in	terms	of	the	agglomeration	elasticity	value	for	the	area;

Skills Structure

•	 Managerial and Professional Jobs:

 defined as the proportion of working age residents working in managerial and 

	 professional	occupations;	and

•	 Level 4+ qualifications

 defined	as	the	proportion	of	working	age	residents	with	level	4+	qualifications;
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Housing Structure

•	 Council Tax A & B Band Properties:

	 defined	as	the	proportion	of	properties	defined	in	Council	Tax	bands	A	and	B;

•	 Private Sector Stock:

 defined as the proportion of housing stock in private hands within an area.

Property Structure

•	 Factory Workspace:

	 defined	as	the	volume	of	factory	floorspace	per	1,000	persons	of	working	age;

•	 Office Workspace:

	 defined	as	the	volume	of	office	floorspace	per	1,000	persons	of	working	age;


