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Introduction

This report presents findings from the second annual release of the Joseph Rowntree
Foundation Inclusive Growth (IG) Monitor. There is increasing concern in the UK and
overseas that disadvantaged groups and areas do not always benefit from economic growth.
Evidence shows that growth in the form of additional national income or new jobs does not
necessarily 'trickle down' to those most in need, including households experiencing poverty.
This has led to calls to better understand the link between growth and poverty as the basis
for promoting 'inclusive growth'.

Despite this, there is currently no comprehensive tool available for measuring this
relationship. Existing measures of economic growth related to production such as Gross
Domestic Product (GDP) or Gross Value Added (GVA) fail to capture the nature and
distribution of the proceeds of growth and national prosperity. To address this shortcoming,
the inclusive growth monitor seeks to measure the relationship between economic inclusion
and prosperity. This is a prerequisite for developing strategies and interventions to maximise
the extent to which growth contributes to poverty reduction. The IG Monitor is updated*
annually by the JRF funded Inclusive Growth Analysis Unit (IGAU) at the University of
Manchester.

The report presents an update of findings for Local Enterprise Partnerships in England,
covering the period 2010-15. Local Enterprise Partnerships are geographically defined areas
formed in 2011 through voluntary agreement between local councils and businesses under
central government guidance. The partnerships were established to consider the local
economic growth priorities and job creation issues within areas. An examination of
differences between LEPs using the |G Monitor can provide important insights into sub-
regional patterns of prosperity and economic inclusion in England, informing debates on
economic growth and poverty.

Box 1. Inclusive Growth (IG) Monitor: Methodology

The IG Monitor uses existing statistics from a variety of sources to construct an index of the extent to
which people living within a given locality may be considered as economically included and benefiting
from broader national economic prosperity. The monitor is divided into two themes ( Economic

I ncl us iodesperityd eadh having three underlying dimensions constituted by a set of three
indicators (see Figure 1). Each indicator is normalised giving a minimum score of zero for the lowest
scoring area and a maximum of one for the highest scoring (@@ or mal i sed | Thignmadanss ¢
that each dimension has a minimum score of zero and a maximum score of three whereas each

theme a minimum of zero and maximum of nine.

To assess change over time (2010-15) normalised change scores are further calculated from
percentage change on the underlying indicator scores. This is undertaken to consider the extent to
which different areas improved or deteriorated on the dimensions, themes and overall inclusive
growth. A full description of the indicators and a dataset accompanying this report are available from
the IGAU website?.

oresb)

1The I G Monitor was developed by researchers at Sheffield

inclusive growth monitor for measuring the relationship between poverty and growth, York: JRF.
2 http://www.mui.manchester.ac.uk/igau/


http://www.mui.manchester.ac.uk/igau/

Figure 1. Building blocks of the IG Monitor

Theme 3

Dimension

Broad indicator

Economic Inclusion
(Score 0 Mini 9 Max)

Income
(Score 0 Min to 3 Max)

Out of work benefits

In-work tax credits

Low earnings

Living Costs
(Score 0 Min to 3 Max)

Housing affordability (ownership)

Housing costs (rental)

Fuel poverty

Labour Market Inclusion
(Score 0 Min to 3 Max)

Unemployment

Economic inactivity

Workless households

Prosperity
(Score 0 MinT 9 Max)

Output Growth
(Score 0 Min to 3 Max)

Output (GVA/ capita)

Private sector businesses

Wages/earnings

Employment
(Score 0 Min to 3 Max)

Workplace jobs

People in employment

Employment in High-tech Sectors (Knowledge
Intensive Services & Hi-tech Manufacturing)*

Human Capital
(Score 0 Min to 3 Max)

Higher level occupations

Intermediate & higher level skills

Educational attainment

The Inclusive Growth Monitor offers a starting point for understanding prosperity and
inclusion and how they are linked. It is a resource for local areas looking to organise what
they do around the principle of inclusive growth and can be used in a variety of ways. The
monitor can be used to assessanar ea 6 s
developing a more inclusive approach to economic growth. The IG monitor scores and
indicators (raw data) can also be used as a basis for setting and monitoring local inclusive
growth objectives. The monitor further enables an assessment of the extent to which
different areas are able to share in the benefits of growth and national prosperity.

s t rclaleggeshamben @ cohes to

3 Some indicators are reversed so that a higher score always represents a more positive situation than a lower

score.

4 Based of Eurostat/ OECD definitions calculated from 2 digit industry SIC codes. See:
http://ec.europa.eu/eurostat/cache/metadata/EN/htec_esms.htm High-tech Manufacturing includes High

(medium) technology manufacturing. Definition used excludes residential care activities.
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Leading findings for LEPs

Overall IG Monitor inclusion and prosperity theme scores 2015

The overall economic inclusion and prosperity IG Monitor themes seek to reflect the extent
to which people living within a given area can be considered as included in the benefits of
growth and national prosperity and are equipped with the skills that aid such participation in
the modern economy.

LEPs cover a wide range of different geographical areas and undoubtedly there is also
considerable socio-economic heterogeneity within areas. At the same time an examination
of LEP differences is important in that it highlights ingrained and continuing geographical
patterns of inequality in inclusion and prosperity. The South East in particular continues to
benefit from the high degree of regional imbalance and concentration of the national
economy towards activity within the capital city and surrounding region. Rural and commuter
belt areas surrounding London such as Oxfordshire, Hertfordshire, Thames Valley and
Berkshire consequently continue to have the highest overall scores on both the prosperity
and economic inclusion themes (Figure 2).

Despite the concentration of prosperity in the South East, pockets of comparatively high
economic inclusion and prosperity were notable beyond the capital region. This was
particularly the case in LEPs that contain affluent rural areas (e.g. Gloucestershire) and
commuter areas for some other major core cities (e.g. Cheshire and Warrington (commuter
belts for Manchester and Liverpool), and West of England (Bristol & Bath)). In contrast other
areas such as the Black Country, Liverpool City Region and Tees Valley scored relatively
low both in terms of prosperity and inclusion, reflecting a degree of separation from current
economic growth.

Figure 3 shows there is a strong positive relationship between levels of economic inclusion
and prosperity. At a broad level this suggests a degree of geographical segregation
between areas of high prosperity and economic inclusion and areas which scored poorly
both in terms of prosperity and economic inclusion. However, despite having some of the
highest scores on the prosperity theme London was an outlier from this pattern, performing
less well than surrounding areas in the South East on the economic inclusion measure. This
finding reflects the socio-economic inequality existing within the capital city.



Figure 2: Overall IG Monitor theme scores for all LEPs, 2015
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Box 2. Economic inclusion and prosperity theme levels compared

Most LEPs that scored above the median for the economic inclusion theme also scored
above the median for their prosperity score, whereas those that scored below the median on
the economic inclusion theme also tended to score below the median on the prosperity
theme. The findings show a strong relationship between the economic inclusion and
prosperity themes of the IG Monitor. At the same time some areas demonstrated a degree of
divergence between their economic inclusion and prosperity theme scores. Four areas which
scored above the median on the inclusion theme scored below the median on the prosperity
theme (New Anglia, Stoke-on-Trent, Northamptonshire and the South East LEP), whereas
four areas that scored below the median on the economic inclusion theme scored above the
median on the prosperity theme, suggesting a degree of polarisation between levels of
prosperity and economic inclusion in these areas. These areas were: London; Coventry &
Warwickshire; Dorset, and Heart of the Southwest.




Figure 3: Scatter chart showing prosperity and inclusion theme scores
(levels) by LEP, 2015
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Economic Inclusion in 2015
Levels of economic inclusion

The following sections go on to consider how the different underlying dimensions contributed
to the overall IG Monitor theme scores.

The economic inclusion theme considers the extent to which people living in a given area
may be considered to be included within the benefits of both the local and national economy
as reflected through their participation in the labour market, income level and source, and
ability to meet living costs. From an inclusive growth perspective this theme focuses more on
minimal criteria in terms of the basic levels of economic inclusion required for people to
participate within society.

The enduring geographical concentration of economic opportunities within and around the
capital city was reflected in that the majority of areas that had the highest economic inclusion
scores were in the South East of England (Enterprise M3, Buckinghamshire and Thames
Valley, and Hertfordshire) (Figure 4). However, such areas generally did not fare as well on
living costs as they did on other economic inclusion dimensions. In this respect despite the
prosperity of the region there may be particularly acute issues surrounding housing
affordability and rental prices for low and middle income households, partly the result of the
economic success of these areas pushing up prices through greater demand. In addition to
performing poorly in terms of living costs linked to housing affordability issues and high
rental prices, London scored less well in terms of labour market inclusion than its
surrounding areas although scoring towards the middle of all LEPs.

An examination of the underlying economic inclusion theme dimensions showed that the
performance of the LEPs which had the lowest scores on this theme was largely driven by
low scores on the labour market inclusion and income dimensions whereas such areas
generally fared better in terms of living costs. This was the case for example in the Black
Country and for the Liverpool City Region which both scored towards the bottom on the
labour market and income dimensions.



Figure 4. Economic Inclusion theme dimension scores (levels) for all
LEPs, 2015

Income  mLiving Costs m Labour Market Inclusion

Changes in inclusion: 2010-15

The normalised change scores provide a way of assessing overall change on the different
themes and dimensions based upon percentage change on the underlying indicators. Here
an area with the lowest score has the least improvement or greatest deterioration on a given
theme or dimension whereas the area with the highest score has the biggest improvement or
least deterioration. The normalised change scores provide a way of summarising the
performance of different areas on the IG Monitor over time.

In 2010 the UK economy was emerging from the global financial crisis and 2008/9 recession
that was the deepest in modern history and entering a period of government austerity. This
means that to an extent change over time 2010-15 on the IG Monitor is likely to reflect
cyclical differences in the nature of economic recovery across LEPs as well as longer term
structural trends.

Figure 5 considers the normalised change scores for the economic inclusion theme and
dimensions (2010-15). Overall Cheshire and Warrington, Stoke-on-Trent and Staffordshire,
and York, North Yorkshire and East Riding saw the biggest improvement on the economic
inclusion theme. The findings show that London performed the least well in terms of change
in economic inclusion 2010-15 although this was largely due to a comparatively high
increase in living costs. Other areas that scored towards the bottom of the distribution for
the economic inclusion theme change scores included Swindon and Wiltshire, Coast to
Capital and the West of England.













































