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Assessing Economic Resilience in Local Economies
Those involved in measuring the progress of local economies face the classic dilemma of seeing the woods from the trees. As more indicators have become available, reaching a balanced judgement has become more difficult, with the inevitable temptation to focus on those indicators which produce the most positive results.  In many cases, particularly when bidding for funds, the most useful indicators are those that focus on showing local economies in a negative light. 

At the same time the current economic recession has diverted attention from the underlying strengths and challenges facing each local economy, to more immediate matters of dealing with rising unemployment and local job losses. As a response to these issues, ekosgen has developed an Index of Economic Resilience, a tool which examines the performance of 60 urban areas across England against six key domains and 20 critical determinants of economic resilience.

This article explains how the Index was developed, sets out the indicators it includes and highlights how it has been used by local authorities across Yorkshire to modify economic policy and inform responses to the recession.
The Index of Economic Resilience was developed as part a study commissioned in 2008 by the Yorkshire Cities group of local authorities and has recently been updated. The purpose of the Index was to provide an indication of the robustness of local economies.  
The Index of Economic Resilience

The Index provides a framework for identifying the areas of greatest economic strength and weakness at the local level, with a focus on the diversity of the business base and the skills profile of the workforce.  The Index can test how well existing economic policy meets locally identified weaknesses, and provides a starting point for local authorities to begin to address the issues which underlie the economic strengths and weaknesses of their area.  The Index also provides a scorecard of the current position in each area and can be used to compare the economic resilience of different areas as well as measuring changes in resilience over time.  

The Index was developed from first principles, using a logic chain approach to identify the key factors underlying economic resilience at the local level.   The key features were identified, leading to the development of six domains of economic resilience, weighted in terms of their relative importance.
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Within each of these domains are a number of indicators, which capture the relevant aspects of economic resilience, as set out below. 
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The Workforce

+ Quality of the workforce: the proportion of the adult workforce qualified to Level 4 and above.
+ Flaxibilty: the average tme spent on JSA relative to the national average.

+ The proporton of the workforce made up of international economic migrants.
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Enterprise ‘within a local economy

= The proportion of the adult workforce categorised as self employed.
- Business density.
« Business tumnover dynamic.
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e characterised by high levels of worklessness and low skills.

= The proportion of the adult population on Incapacity Benefit, compared {o the national average.
« Adult Unskilled: the proporton of the adult population with qualfication levels at or below Level 1

« Long Term JSA Claimant Count: the proportion of the working population who are JSA claimants who have.
been registered for more than 12 months, compared to the national average.

= Unfilled Vacancles: Jobcentre Plus vacancies unfiled after 13 weeks as a proportion of the total number of
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people 1o access employment opportunities beyond the city boundaries.
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Assets and Infrastructure

+ Head office location: number of FTSE 350 with head offices based in towncily.
+ Proximity to International Airport.

* University/HEI Places: number of student places per annum

+ Rail Connectivity: morning rail frequency and joumey time to London





The latest available data on each indicator was gathered and re-scaled from 1 to 100, where 1 is the score allocated to the city which performs worst on the indicator, and 100 is given to the city which performs best.  All the other city scores are distributed between 1 and 100, according to the distribution on the original indicator.  This approach ensures that the indicators can be compared against each other. 
The Index can be reviewed for each local economy by all six domains using both actual values and a scoring system which measures each indicator/domain again on a range from 1 – 100 with 100 being the highest. It can also be expressed in a diagram form, which assesses each area against the index average, allowing the strengths and weaknesses of each local economy to be identified quickly.

Presenting a Local Economy Report

The diagram bellows summarises the result for the City of Leeds, which unsurprisingly scored very highly on a number of the domains. The use of a summary diagram was tested at a number of workshops, and was considered a very good approach to summarising the results of over 20 individual indicators. 
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The Index explicitly incorporates indicators which focus not solely on employment at the aggregate level, but on the quality of employment and the links to a modern, competitive economy. It successfully incorporates the Government and EUs competitiveness agenda and the focus on knowledge based sectors. 

Uses of the Index

The Index of Economic Resilience can be used as a tool which enables Local Authorities to measure their own performance and make comparisons over time and with other areas.  It also provides a guide to long-term strategy development by highlighting strengths and weaknesses and can be used as a healthcheck to ensure that existing strategies remain relevant. 

There are, however, a series of intangible factors which need to be considered alongside the quantitative data contained in the Index when local economic resilience is being assessed, including confidence and investor perceptions.  Whilst these factors cannot be incorporated into an Index, they have a significant effect on the capacity of local economies to withstand and recover from external economic shocks.

Local authorities have recently been given the duty of preparing local economic assessments.  An analysis of resilience should be incorporated into this assessment.  This should also feed up into the development of the Integrated Regional Strategy, to ensure that the spatial and economic priorities agreed for the region will deliver a resilient regional economy as well as one with the capacity to grow.

The Index provides a valuable function in highlighting economic weaknesses at the local level.  It provides a tool for facilitating discussions and reviews for local authorities to use internally and with other stakeholders including LSPs and national organisations such as the Skills Funding Agency.  The Index analysis can help local partnerships to determine where resources should be focussed to improve economic resilience, although it does not provide a guide to dealing with the short-term impact of the changed economic climate. 
Since the Index was originally prepared in 2008 it has been used for a range of purposes by local authorities across the region: as part of the economic evidence base; to inform the development of economic strategies and plans; and to test and reinforce existing plans.  Further examples are provided in the box below.  
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* Presentation of the findings to Local Strategic Parinerships and
specialist theme groups;

= Inclusion of the findings as part of case making in funding
applications;

= Inclusion of the findings in econornic bulltins.

Strategy development
and response to the
recession

+ Several authorities have used the Index in conjuncion with other
‘sources of primary and secondary research to shape the response 1o
the recession and to help with the development of action plans;

= A private led economic developmen! partnership has used the
findings to devise local economic development objectives; and

= One authority plans to use Index findings as part of s imminent
‘economic development strategy refresh.

Retrospective
examination and testing
of existing plans and
stratogies

+ One authority has used the Index to re-examine the direction of
the economic strategy and found that the findings support the
sirategic objectives and overarching visor

+ One authority, which had already developed a response o the
recession, used the Index findings 1o sense check the plan.





As more local data becomes available, there is scope to incorporate additional factors into the Index and the six domains. While the 2011 Census will provide a wealth of new information, it will be important not to lose sight of the need provide an Index which can be up-dated on a periodic basis.

Yorkshire Cities are working closely with the core stakeholders to ensure that individual Local Authorities can up-date the Index as required, and this includes introducing new indicators which reflect local circumstances. The updated 2010 Index is available from the Yorkshire Cities website at www.yorkshirecities.org.uk.  Last year’s report and the toolkit used by local authorities across the region to assess their resilience are also still available from their site.  Yorkshire Cities can be contacted on 0113 395 2262 or at ycinfo@yorkshirecities.org.uk.                          .

For further information please contact Cassie Houlden on 0845 644 5407 or cassie.houlden@ekosgen.co.uk
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