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Executive Summary
1. The Lanarkshire Enterprise Zone operated for ten years from its designation in February 1993. In January 2004, Roger Tym & Partners, in association with Knight Frank, were commissioned by Scottish Enterprise Lanarkshire and its partners the Scottish Executive, North Lanarkshire Council and South Lanarkshire Council, to prepare the Final Evaluation of the Lanarkshire Enterprise Zone, specifically focussing on the management processes adopted and its economic performance. 
2. The EZ concept was designed as a tool for regeneration and redevelopment generally in response to radical structural economic decline and closure, primarily of basic heavy industries including steel, shipbuilding and coal mining.  Lanarkshire was no different with the demise of the steel industry and the resultant high levels of unemployment and mismatch of skills with emerging economic sectors. In 1990, unemployment across Lanarkshire stood at 6.3%, below the Scottish average of 8.9%.  However, rates prevailing in Monklands and Motherwell were 10.7% and 11.4% respectively. Between April 1991 and March 1992, some 3,165 jobs were lost in the Lanarkshire steel industry, further exacerbating this situation, particularly in North Lanarkshire.
3. At the same time, the legacy of an industrial economy affected development opportunities.  While strategically well-located at the heart of Scotland’s motorway network, potential development opportunities in North Lanarkshire were often subject to site constraints, including contamination.  Such constraints affected over 240 ha. of industrial land in Lanarkshire in 1990 (56% of which was in Motherwell and Monklands Districts), nearly 40% of the County’s business land.
4. The Lanarkshire Working Group was established in 1990 comprising Lanarkshire’s local authorities, Lanarkshire Development Agency, and private sector representatives.  Its aim was  to develop a common agenda to address the main structural problems facing the Lanarkshire economy and the depressed condition of the area’s industrial and commercial property markets, namely:

· over representation of declining industries compounded by under-representation of businesses in expanding sectors in the local economy; 
· widespread industrial dereliction and related issues of poor image;

· the absence of significant inward and indigenous investment; and

· limited workforce mobility. 

5. Twenty three initiatives of varying scale were proposed in the 1991 Lanarkshire Working Group Report. Developing from its recommendations, the Scottish Office’s subsequent submission to the Treasury for a Lanarkshire Enterprise Zone was brought forward during a period of significant economic restructuring within the local, regional and national economy.  While other forms of intervention such as Simplified Planning Zones and RAPID were considered, they all implied a more incremental and piecemeal approach to economic restructuring and were not considered appropriate to the scale of the task facing Lanarkshire.  It was also recognised that Enterprise Zone designation would offer competitive advantages relative to other areas.
6. The Enterprise Zone benefits included:

Tax Incentives

· 100% allowances for corporation and income tax purposes for capital expenditure on industrial and commercial buildings.

· Rates exemption on industrial and commercial property.

Regulatory Incentives

· A simplified planning regime.

· Swift administration of remaining statutory controls.

· Exemption from industrial training levies and the requirement to supply information to Industrial Training Boards.

· Applications from firms operating in Enterprise Zones for certain customs facilities  - “inward processing relief” and general and private customs warehouses  - processed as a matter of priority and criteria applying to decisions on private customs warehouses relaxed; and
· Reduced Government requests for statistical information.

7. EZ designation offered the prospect of investment in property, occupation by tenants and subsequent employment opportunities. They were seen as seen as being attractive to inward investors allowing development and operation within relatively short timeframes. EZ designation would work with existing initiatives to attract high quality inward investment at an early stage to high profile and in the main, publicly owned sites, in the process creating employment.   Site selection was critical to the process, and those put forward within the original submission reflected this. Most of the sites were well located, although affected to varying degrees by site condition or accessibility constraints.

8. The broad effects of the decline of the traditional steel industry were recognised in the selection of a number of sites spread geographically across Lanarkshire. It was intended that the Zone overall should have the capacity to accommodate development sufficient to create a level of employment to offset jobs lost in traditional industries.  The need to minimise deadweight and maximise additionality was critical.  Sites were selected to minimise boundary hopping and exclude windfall gains to existing enterprises and enhanced profits to developers. 

9. While there were some adjustments between European Commission approval for the Lanarkshire Enterprise Zone in January 1992 and its formal designation 13 months, nine sites totalling 206 ha (509 acres) were finally designated for a range of employment-related uses.
	Sites in Designated EZ
	Gross Area

Ha/a
	Ownership


	Airbles Road
	4.0
	10
	LDA

	Excelsior Park
	15.8
	39
	SE/LDA/MWDC

	Newhouse West
	40.5
	100
	SE

	Mossend
	38.4
	95
	LDA/AMEC

	Tannochside
	32.4
	80
	SE/LDA/MWDC

	Calder Street
	13.4
	33
	SE/LDA

	Dunalastair
	8.1
	20
	LDA

	E Shawhead
	5.7
	14
	MKDC

	Hamilton International Technology Park
	46.9
	116
	SE/LDA

	Brandon Gate
	0.8
	2
	HDC

	
	206.0
	509
	


10. The partnership approach to the Enterprise Zone is evident from the site selection process. While the Scottish Office submission to Treasury initially examined an option based on a balance of sites across the different local authority areas, the final selection saw most of the EZ area located in what was then Motherwell District.
11. The Lanarkshire Enterprise Zone Mission Statement from December 1992 was to:

“Achieve economic regeneration attracting inward investment and facilitate creation of 7,500 new jobs to Lanarkshire whilst being recognised as the best EZ in the UK in terms of aggressive and effective marketing, zone management and customer care, to delight both businesses creating jobs and the citizens of Lanarkshire who will fill them”
12. The Lanarkshire EZ aimed to prepare 173 ha of land for development, accommodating some 526,756 sq m of employment floorspace. In the process, 7,500 additional new jobs would be created (16,000 gross jobs) with 12,200 jobs on site. A further 1,200 net jobs would be created in the construction phases. From the start, the Lanarkshire Enterprise Zone placed a clear emphasis on attracting inward investment, with almost 75% of expected net additional employment, some 5,600 jobs, anticipated from this source. 
13. These targets were particularly high. An evaluation of the promotional effort in the initial phases of LEZ implementation compared prospects against levels of development witnessed elsewhere in British Enterprise Zones. It found that “to reach its best targets the LEZ will need to achieve the previous best performance of British enterprise zones.”
 In fact, this would have had to be considerably exceeded since the previous best performance would have delivered some 390,190 sq m of development. 

Management

14. Management objectives for the Lanarkshire EZ were clear in pursuing the following objectives:

· The need to meet possible demand for a range of user requirements and to accommodate a mix of development types;

· The need to maximise genuine additionality, by attracting development not just from outside the Lanarkshire Travel-To-Work Area, but from outwith Scotland and the UK;

· The need to ensure a geographical spread across Lanarkshire; and 

· The need to minimise unnecessary controls over development.

15. A strong partnership approach was developed to the management of the zone, reflecting the strategic objectives of the local authorities, Lanarkshire Development Agency and Scottish Enterprise, and the Scottish Office Industry Department. A set of management objectives was agreed:

· A clear focus at the Lanarkshire level;

· Promoting ‘Lifetime’ commitment to the Enterprise Zone (from companies as well as stakeholders);

· Commitment to partnership working;

· A managed approach to Zone operation;

· Streamlined administrative procedures;

· Commitment to co-ordinated enquiry handling; 

· Establishment of the Enterprise Zone Steering Group and Executive Group; and

· Commitment to rapid response and maximum delegation.

16. The Lanarkshire Enterprise Zone Steering Group and Executive Group were formed in December 1992 in advance of formal EZ designation. Membership of the Executive Group included officers from Lanarkshire Development Agency, Strathclyde Regional Council, Motherwell, Monklands and Hamilton District Councils and given their role in bringing forward Eurocentral, AMEC (until 1995). With local government reorganisation in 1996, consideration was given to the structure and it was decided that the Steering Group would merge with Locate in Lanarkshire.
17. From local government reorganisation to expiry of the zone in February 2003, Scottish Enterprise Lanarkshire (through LIL) played a lead role in EZ management, although still within the Steering Group and Executive Group structure. This also coincided with year 3 of the Lanarkshire Enterprise Zone. Most of the strategic decisions had been taken and the EZ application process had been established. Close working relationships were still maintained between North and South Lanarkshire Council officers and their counterparts at Scottish Enterprise Lanarkshire. 

Property & Delivery

18. In property terms, the Lanarkshire Enterprise Zone has been successful in ensuring that new buildings and land have been made available to contribute to the successful regeneration of Lanarkshire. Without a supply of land and property, such regeneration could not take place. The Lanarkshire EZ benefited from a number of positive factors:

· Fundamentally sound location;

· Initial 100% public sector land ownership;

· Distinct target sectors;

· Early allocation of EZ sites for different uses and a clear management regime;

· Positive economic conditions in the early life of the EZ; and 

· Early release of land for development due to investment in site servicing. The release of public sector finance to serve and remediate designated land to make it available for development was particularly significant.

19. These were reinforced by demand generated by the generic features of the Enterprise Zone:

· The availability of finance due to tax incentives for building supply on a speculative basis; and 

· Increased demand due to availability of new buildings and rates holiday.

20. However, the performance of the LEZ has been negatively affected by:

· A high degree of reliance on an inward investment market which subsequently collapsed;

· Lack of control over design in key sites, again notable where inward investors were involved e.g. NCR, Trilogy Development, Eurocentral; and 

· The relatively poor performance of joint ventures.

21. Lessons for the future include the need for:

· Detailed consideration to be given to continuing management control over EZ sites, particularly those subject to Golden Contracts on EZ de-designation; 

· Careful consideration over the structures adopted for joint venture structures; and

· Retention of control over land to prevent private sector monopoly or occupiers having no procurement flexibility

22. In property terms, we believe there is a case for the continuation of Enterprise Zones or a similar geographic fiscal based incentive for regeneration.  The key considerations of the property market in addition to normal locational factors are occupier demand and investor demand. Occupier demand is in part a function of the wider economy but rates free occupation and the availability of new buildings appear to be the key factors in attracting occupiers.

23. In terms of investor demand, availability of tax benefits is the key factor along with tenant demand. Were the EZ sites serviced without related benefits status, it is unlikely that developers would have been willing to supply the level of space brought forward without additional subsidies. In the life of the zone, it is likely such subsidies would actually have to have increased for development to proceed and indeed some speculative development was undertaken with public sector financial assistance in locations such as Cambuslang, Cumbernauld and Livingston.

24. The market which perhaps could have been predicted to have been most adversely affected would be Glasgow. However, values and take up levels do not appear to bear this out. This would suggest that over the period of the zone, whilst Lanarkshire EZ was clearly a development ‘hot spot’, it was one of a number of locations on the M8 Corridor to benefit from increased demand. 

Lanarkshire EZ achievements

25. The achievements of the Lanarkshire EZ are compared with initial forecasts below:
Table 1 Lanarkshire EZ Achievements

	
	
	Actual
	 Target

	No. of businesses (Spring 2004)
	
	89
	-

	Floorspace (million sq.ft)
	
	3.318
	5.673

	Employees 
	 
	 
	 

	Gross
	
	-
	-

	Direct (FTE)
	
	8,429
	 12,222

	
Additionality Factors
	
	
	

	Displacement
	 
	 
	 

	Across Lanarkshire
	25%
	
	 -

	Jobs after displacement - Lanarkshire
	
	6,335
	

	Across Scotland
	47%
	
	

	Jobs after displacement – Scotland
	
	4,487
	 -

	Leakage
	 
	 
	 

	% employment ex Lanarkshire 
	15%
	
	

	Jobs after leakage – Lanarkshire
	
	5,394
	5,579

	% employment ex Scotland
	0%
	
	

	Jobs after leakage – Scotland
	
	4,487
	 -

	Multiplier Effects 
	 
	 
	 

	Lanarkshire
	1.53
	
	

	 Scotland
	1.56
	
	 -

	Net Additional Employment
	
	
	

	Lanarkshire 
	
	8,253
	7,493

	Scotland
	
	7,000
	

	 
	 
	 
	 

	Construction-related employment
	
	1,389
	1,170

	Estimated additional GVA 2004 (2004 prices) £m
	
	341.11
	-

	Estimated additional GVA 1993-2004 (2004 prices) £bn
	
	2.34
	


26. It is estimated that over the lifetime of the Enterprise Zone, economic activity generated by businesses located on the EZ sites has increased Lanarkshire’s overall GVA by some 3.4%.
	Public Sector Cost Per Job (Unadjusted)

	
	All Public Sector 
	Gross employment
	Cost per Job (gross)
	Net additional employment
	Cost per Job (net)

	(net of receipts)*
	£120,568,384
	8,429
	£14,305
	8,253
	£14,609

	(net of receipts & rates foregone)
	£78,209,649
	8,429
	£9,279
	8,253
	£9,476


*some of the receipts may include public sector transfer
27. Irrespective of whether net or gross employment is taken as the base, costs per job are substantially lower than those observed  in either the 1987 or 1995 evaluations of UK Enterprise Zones ( £23,000 and £17,000
 respectively (or £40,954 and £21,485 at 2004 prices).  It is noted that the earlier evaluations focussed on gross employment effects.
28. While the number of direct jobs is lower than the original submission, the initial target reflected an environment where it was believed inward investment projects, preferably major ones, offered the greatest prospects in terms of additionality and sustainability. The experience of major inward investment on the Lanarkshire EZ has been significant, with companies such as Chunghwa Picture Tubes and Lite-On. However, in each case market circumstances were unfavourable to their continued operation in Lanarkshire. Neither operation was reliant on the specific skills of a highly-skilled workforce, nor had they had the time to develop significant business roots in Lanarkshire.
29. However, while such investments have not proved to be sustainable, they provided business activity and employment for a substantial period within the lifetime of the Lanarkshire EZ. They provided employment opportunities to those with low skills in the area, and have made an important contribution in laying a foundation for improving economic activity rates.
30. The level of leakage and displacement within the local economy is also lower than originally envisaged. This partly reflects the entry criteria which companies had to meet before locating on the zone. It also reflects the type of employment opportunities made available. 
31. It is also worth reflecting on the development potential of those areas of the former Lanarkshire Enterprise Zone which remain undeveloped.  We estimate that a further 2.25 million sq.ft could be developed on the remaining EZ area and that this could accommodate a further 7,700 jobs over the next ten years.
32. Brief comparisons have been drawn with the Strathclyde Business Park experience.  A parallel evaluation identifies gross employment of some 4,179 jobs on the park, 46% of those generated on the Lanarkshire Enterprise Zone.  The different sites were clearly differentiated in market terms, with SBP targeting the requirements of HQ, high technology, prestige operations, while the Lanarkshire EZ, although high quality has clearly been part of the development at Tannochside and HITP, was concerned to develop a modern and marketable supply of general industrial and commercial floorspace in the area.  

33. When local benefits are considered, the levels of displacement and leakage associated with Strathclyde Business Park are higher at the Lanarkshire level than witnessed on the EZ. Occupation of units at Strathclyde Business Park was not subject to the application process in place for the Lanarkshire EZ, and therefore was not as concerned over displacement, or where employment opportunities are accessed from.
Conclusions
34. The lead management role played by the LEC appears to have been a successful model for industrial and property market regeneration in the shape of the Lanarkshire Enterprise Zone. This echoes the findings of evaluations of other regeneration initiatives (e.g. Holyrood & the Exchange Quarter) which highlight the importance of project management and co-ordination skills in property-led regeneration. However, it is equally important to stress the significance of partnership working. In Lanarkshire, a shared strategic view was developed through the local authorities and the LEC. The management function flowed logically from a combination of LDA/SEL’s strategic function to promote economic development across Lanarkshire and the attraction of inward investment spearheaded by Locate In Scotland as part of the Scottish Enterprise network.

35. With the re-emergence of unitary authorities, sometimes covering similar operational areas to the local enterprise companies, the development of a shared agenda and effective partnership working remains critical, although potentially more difficult to achieve due to different organisational priorities. There is clearly an emphasis on competitive place within the Smart Successful Scotland framework, one which is further reinforced by the ‘Building Better Cities’ report, and clearly supported by Scottish Enterprise as evident in its commitment to the Clyde Gateway and Clyde Waterfront Regeneration Initiatives. However, the sectoral /business development approach to economic development has arguably been embraced more comprehensively in Scotland than in other parts of the UK. This raises the prospect of more restrictions on the Scottish Enterprise network’s ability to intervene in property-led regeneration initiatives outside national strategic initiatives, unless sectoral targets can be met simultaneously. 

36. Within the Lanarkshire Economic Forum, there would appear to be recognition that each of the local authorities will pursue their own priorities separately. This said, Scottish Enterprise Lanarkshire has a strategic function. It is understood that concerns have been expressed regarding the capacity of the market in the West of Scotland, and the need to focus on projects with strategic implications. 

37. The experience of the Lanarkshire Enterprise Zone and other initiatives indicates that the approach adopted can yield significant economic benefits at local area as well as national level. In addition to the various EZ incentives available, critical factors include:

· A strong commitment to partnership working;

· An agreed strategic approach and enabling resources (site preparation/marketing etc); 

· Strong co-ordination and development skills and experience; and

· Flexibility in delivery approaches.

38. In the future, economic development may have to be assisted by fewer or different levers. Since local government reorganisation, revenue generation has been a priority in most areas and the Lanarkshire Councils are no exceptions. Neither North nor South Lanarkshire Councils, for example, have control of large amounts of development land. 
39. In this context, the present focus of assistance through Enterprise Areas tends to be on localised areas experiencing comparatively high levels of deprivation, defined by postcode.  This approach focuses on geographical areas of population rather than existing or potential employment areas or indeed the presence, or capacity to develop supporting physical and economic infrastructure.  The scale of intervention is limited and the link between areas of opportunity and areas of ‘need’ would therefore appear to require further strengthening.  Moreover, the postcode basis of approach may lead to potential piecemeal availability of incentives on different parts of the same site.
40. In implementing major projects, whether they be in Lanarkshire such as those at Ravenscraig, Gartcosh or Cambuslang, one of the key challenges - and one area in which further benefits might have been created in the Lanarkshire EZ - will be to develop effective ways of linking employment opportunities stimulated through regeneration activity with disadvantaged areas with high concentrations of those seeking work or jobless. 
1 introduction

Study Remit

1.1 The Lanarkshire Enterprise Zone operated for a period of ten years from its designation in February 1993, until its cessation ten years later, in early 2003.

1.2 Roger Tym & Partners, in association with Knight Frank, were commissioned in January 2004 by Scottish Enterprise Lanarkshire and its partners the Scottish Executive, North Lanarkshire Council and South Lanarkshire Council, to prepare the Final Evaluation of the Lanarkshire Enterprise Zone. 

1.3 Specifically, the evaluation aims to “assess the management processes and economic development performance of the Lanarkshire Enterprise Zone … with regard to:

· The attraction of business and property development projects to the zone;

· The maintenance and/or generation of additional economic activity and employment, both on-zone, in the Lanarkshire area, Scotland-wide and in the UK;

· The contribution of the zone to the physical regeneration of Lanarkshire through the provision of infrastructure, environmental improvement and the stimulation of the property market; and

· The cost effectiveness of the enterprise zones, taking into account public costs associated with the zone (including all taxes and revenues foregone). “

1.4 Where appropriate, the evaluation also sought to draw lessons from the Enterprise Zone relevant to continuing major property-based regeneration projects in the area, including Ravenscraig and Gartcosh. 

Evaluation Structure

1.5 The evaluation was based on a combination of:

· Desk-based assessment: examining the baseline position, designation issues, aspects of EZ management and partnership arrangements, the development approach adopted and recorded outputs and performance;

· Consultation with key partner organisations, the development industry and other relevant bodies; and

· Appraisal of the economy and property markets at local, regional and national level.

1.6 This was supplemented by an extensive primary data gathering exercise, essentially a Business Survey to establish and quantify the range of impacts experienced by businesses locating on the Enterprise Zone. A comparison of EZ experience elsewhere was also undertaken. 

1.7 This report is structured as follows:

· Chapter 2 – describes the Baseline situation and profiles issues at designation; 

· Chapter 3 – examines the definition of the Lanarkshire Enterprise Zone and its management; 

· Chapter 4 – profiles the outputs associated with the zone;

· Chapter 5 – compares Lanarkshire’s experience with other EZs;

· Chapter 6 – presents the development history of each of the sites; 

· Chapter 7 – is a discussion of the changing Lanarkshire property market throughout the life of the Enterprise Zone; and

· Chapter 8 –concludes the report.
2 BASELINE: the context for enterprise zone designation in lanarkshire

2.1 This section provides an overview of the economic climate in Scotland and Lanarkshire before the designation the Lanarkshire Enterprise Zone in February 1993, recognising the process leading to formal designation. This has involved analysis of economic change through time series analysis of economic indicators such as output, employment and unemployment. Indicators have also been examined at district level identifying differences within Lanarkshire. Where appropriate, comparisons are drawn with current rates. It concludes with a discussion on industrial land, analysing trends in availability of land and floorspace as well as take-up and occupancy rates in the early 1990s.
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The UK Economy 

2.2 In 1990, the UK economy entered recession despite high export activity from depreciation of the pound and rising public expenditure. Retail price inflation in the UK was circa 9½% and base lending rates stood at approximately 14%. Real GDP increased 7¼% from £694,708m in 1987 to £745,015 in 1989 with GDP per head increasing by a similar percentage over the same period
. At the start of the 1990s, employment increased between 1989 and 1990 by 0.8%, the lowest annual increment since 1986
. Meanwhile, ILO unemployment in the UK stood at 7.0% in 1990
 compared to 4.8% in winter 2003/2004
.

The Scottish Economy 

2.3 Despite the economic depression in other parts of the UK, the Scottish economy was to an extent protected from the scale of impact in a high interest climate mainly due to lower levels of household debt. 

2.4 After falling in the first half of the 1980s employment in Scotland rose rapidly from 1986 to reach a cyclical peak in 1992
. Growth in employment was largely attributed to demand for part-time jobs, many a result of women re-entering the work force. However, despite rising employment, claimant unemployment was higher than the UK level. In 1986 the Scottish rate was 12.7% against 10.5% for the UK. However, by 1990 the equivalent rates had fallen to 7.7% and 5.5% respectively although the 2.2% differential remained. At the start of 1990, economic activity rates in Scotland were 78.2% compared with 80.4 % in the UK.

2.5 During the 1980s, inward investment into Scotland was buoyant, creating over 66,000 new jobs particularly from North America and Japan. Scotland also benefited from intra-UK movement, attracting 14% of the 15,000 jobs estimated to have relocated from the South East between 1979 and 1990
.

Gross Domestic Product (GDP)

2.6 Gross Domestic Product (GDP) measures the value of goods and services before allowing for depreciation or capital consumption. The value excludes net receipts from interest, profits and dividends abroad. In Scotland, GDP
 increased by 34% from £29,785m in 1987 to £39,999m in 1990, although its share of UK GDP remained the same, at 8.5%. Estimates made by the Scottish Council for Development and Industry suggested a 7.6% rise in manufactured exports in 1990, above the UK figure of 6.1%
. 

Gross Value Added (GVA)

2.7 Gross Value Added is a measure of GDP at basic prices which excludes taxes less subsidies on products such as VAT and tax from excise duties. GVA for Scotland rose by 76% from £42,986m in 1990 to £72,989m in 2002. Over the same period, GVA growth in the UK was 84%. Scottish GVA per head rose from £8,460m in 1990 to £14,440m in 2002. While figures grew closely in line with the UK until 1998, by 2002 Scottish GVA per capita was still 5½% lower than the UK average
.
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Figure 2‑1  GVA Per Capita 1989-2002


Source: ONS, 2002.

2.8 Comparison of GVA for Scotland between 1990 and 2001 indicates that all sectors have changed in line with the UK. This said, public services are still relatively more important and private services less important in Scotland.

Table 2‑1Comparison of Sector Share of GVA in 1990 and 2001

	
	1990
	2001

	
	Scotland
	UK
	Scotland
	UK

	
	GVA £m
	% Sector Share
	% Sector Share
	GVA £m
	% Sector Share
	% Sector Share

	Primary Industries
	2,221
	5
	3
	2,361
	3
	1

	Manufacturing
	9,441
	22
	23
	11,741
	17
	17

	Construction
	3,021
	7
	7
	4,253
	6
	6

	Services
	19,510
	45
	50
	36,539
	53
	59

	Public Services
	8,793
	21
	17
	14,728
	21
	17

	Total
	42,986
	100
	100
	69,623
	100
	100



Source: Regional GVA data at NUTS3 level, ONS, 2002 [Crown Copyright]

Employment 

2.9 The manufacturing sector in Scotland employed 378,000 employees in 1990, although by 1993, 55,000 employee jobs had been lost in the sector
. Overseas investment was high and accounted for 25% of manufacturing employment and 12% of unit ownership. Despite the fall in manufacturing employment, manufacturing output increased throughout the 1990s (barring a temporary fall in 1991), so that by 2000 it was 23% higher than 10 years previously, most of the increase coming from the electronics sector

2.10 Average gross weekly earnings in Scotland for full-time adult manual labour were £232.30 in April 1991, slightly below the GB average of £236.20. At the same time, non-manual average weekly earnings were £287.00 and £312.50 for Scotland and GB respectively
. 

Unemployment

2.11 Unemployment in Scotland peaked in 1984 at approximately 15.5% before falling to a rate of 9.3% (ILO unemployment level) in 1990
. The claimant count peaked later in the winter of 1986/87 at almost 13% but had fallen to 7.7% by 1990 and is currently 2.7% (June 2004)
. ILO Unemployment peaked again in the first quarter of 1993 at 11%, falling to 5.6% in winter 2003/2004
. 

Lanarkshire’s Economy

2.12 [image: image6.jpg]New
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Before local government reorganisation (LGR) in 1996, Lanarkshire consisted of five district councils including Clydesdale, East Kilbride, Hamilton, Monklands, and Motherwell, all within the former Strathclyde Region. It should be noted that Cumbernauld, Kilsyth and Strathkelvin did not form part of Lanarkshire prior to re-organisation. In 1996, the districts were split into the two councils of North Lanarkshire and South Lanarkshire. The Lanarkshire Health Board area has been used for the purpose of comparing Census information since these areas have not been subject to change since 1974. Lanarkshire Health Board area includes the settlements of Airdrie, Clydesdale, Coatbridge, Cumbernauld, East Kilbride, Hamilton, Blantyre, Motherwell, Wishaw, Newmains and Shotts . 
Figure 2‑2  Lanarkshire Health Board Area

2.13 Lanarkshire’s economy depended heavily on the manufacturing sector as its main source of employment. The steel industry was highly significant locally.  Before its closure in 1992, 89% of the Ravenscraig workforce was from Lanarkshire
.

2.14 Despite the loss of employment due to steel industry closures, the rate of decline in employment for manufacturing, construction and tourism was slower than the national average in the first quarter of 1992. Manufacturing activity has since diverged into food and plastics industries which have helped to replace lost sources of employment.

GDP

2.15 GDP began to fall from 1989 in advance of the UK recession, clearly influenced by the Ravenscraig closure in 1992. Lanarkshire also had a relatively poor share of Scottish manufactured exports, partly due to its higher dependence on low exporting sectors. Export growth significantly increased post-1991.

GVA

2.16 At Lanarkshire level, GVA rose considerably in real terms between 1995 and 2001, exceeding the growth achieved across both the West of Scotland and Scotland generally. However, as Table 2‑2 shows, GVA growth continued to lag behind the UK average.

Table 2‑2 GVA Lanarkshire, West of Scotland and the UK, 1995-2001(2003/2004 prices)

	
	Total GDP (£m)
	Change 95-01

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	

	Lanarkshire LEC Area
	6,572
	6,632
	6,774
	6,952
	7,095
	7,164
	7,409
	13%

	West of Scotland
	27,804
	28,372
	28,878
	29,430
	29,394
	29,758
	30,289
	9%

	UK
	792,028
	814,429
	838,879
	868,643
	880,465
	899,472
	927,613
	17%

	
	GDP Per Head (£)
	

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	

	Lanarkshire LEC Area
	10,490
	10,685
	10,814
	11,123
	11,262
	11,573
	11,767
	12%

	West of Scotland
	12,764
	13,019
	13,310
	13,672
	13,740
	13,887
	14,164
	11%

	UK
	13,649
	14,002
	14,379
	14,947
	15,091
	15,320
	15,689
	15%

	
	Index of GDP Per Head (UK = 100)
	

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	

	Lanarkshire LEC Area
	76
	76
	75
	75
	75
	75
	75
	-2%

	West of Scotland
	93
	93
	93
	92
	91
	91
	90
	-3%

	UK
	100
	100
	100
	100
	100
	100
	100
	0%


Employment

2.17 Employment in Lanarkshire increased by 2.4% (3,800) from approximately 157,300 in 1984 to 161,100 in 1989
 with the greatest increase occurring between 1987-1989 (5.7%). Between the last two Census counts, employment increased 4% (8,800) from 223,600 in 1991 to 232,400 in 2001. Between 1984 and 1989, Clydesdale and East Kilbride districts saw sectoral growth particularly in manufacturing (+31.6% and +10% respectively). At the same time, overall employment remained static in Motherwell and Monklands while declining in Hamilton by 6.6% 
(see Figure 2.3).
Figure 2‑3 Employment in Lanarkshire 1984-1989
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2.18 By 1991 employment in manufacturing was 20% of total employment, relatively high in comparison with Scotland as a whole (17%). Lanarkshire employed 205,043 people (excluding self-employed) in 1991 accounting for 11% of the Scottish workforce
. The proportion of the workforce in primary industries in Lanarkshire has since decreased considerably, falling 3.6% to 2001 and becoming lower than the Scottish average. Service sector employment was the only industry were employment increased over the period 1991 to 2001 as shown in Table 2-3. 

Table 2‑3 Percentage Employment by Sector, 1991 & 2001

	Sector
	Employment %

	
	Lanarkshire
	Scotland

	
	1991
	2001
	1991
	2001

	Primary industry
	6.4
	2.8
	7.8
	4.7

	Manufacturing
	20.3
	17.1
	16.6
	13.2

	Construction
	9.6
	8.7
	8.2
	7.5

	Services
	63.7
	71.4
	67.4
	74.6

	Total
	100.0
	100.0
	100.0
	100.0


  
Source: Census 1991, Census 2001; GRO (S) [Crown Copyright].

Labour Supply

2.19 The decline of Lanarkshire’s population and its changing age structure has impacted on labour supply. Between 1984 and 1989, the number of 16-21 year olds fell by 29.1%
 and this trend has continued. Between the 1991 and 2001 Censuses, the numbers in the 16-24 age group fell by 19% from 75,800 to 61,400, mainly due to a falling birth rate and net migration to other parts of Scotland and UK. 

2.20 Male full-time employment fell 3% over the period 1984-1987, recovering to 1984 levels - i.e. 80,300 - in 1989. At the same time, total female employment grew by 3.2%, some 1.7 percentage points higher than growth in total male employment. Part-time employment was a key factor
. 
2.21 Between 1984 and 1989, employment activity in Lanarkshire increased by 2.3%. Growth in female employment at 3.2% was higher than male employment growth at 1.5%. Male full time employment remained unchanged while male part-time employment increased by 28%. The increase in female part-time employment, on the other hand, was only slightly above that of female full-time employment.
Table 2‑4 Number of Full and Part Time Employees by Gender 1984-1989
	
	1984
	1987
	1989
	% Change 1984-1989

	Male Employees

	Total 
	84,900
	83,000
	86,200
	1.5%

	Full time 
	80,300
	77,900
	80,300
	-0.0%

	Part time 
	4,600
	5,100
	5,900
	28.3%

	Female Employees

	Total
	72,600
	69,800
	74,900
	3.2%

	Full time
	44,500
	43,400
	45,700
	2.7%

	Part time
	28,100
	26,400
	29,200
	3.9%

	Total Employees
	157,500
	152,800
	161,100
	2.3%


    
 Source: RTP, 1992

2.22 Comparison of the 1991 and 2001 Census figures shows that the number of employees in Lanarkshire increased by 3% compared to 1% growth for Scotland. There are distinct trends by gender. While the number of male employees fell by 1% and 3% for Lanarkshire and Scotland respectively, the number of female employees in Lanarkshire grew by 7%, exceeding the 5% growth observed in Scotland. 

Unemployment

2.23 Between 1984 and 1991, Lanarkshire experienced 17,000 redundancies, the largest contributing sectors being steel and mechanical engineering with most of the employees in these sectors resident in the Hamilton/Monklands/Motherwell area
. The number of redundancies peaked in 1991 at 2,968 as shown in Figure 2.4.

2.24 By October 1990 unemployment for Lanarkshire stood at 6.3%, lower than the Scottish and UK averages (8.9% and 8.5% respectively). Over the next 12 months, however although unemployment grew by 12% this was still very much less than in either Scotland or the UK as a whole. 

Figure 2‑4 Lanarkshire Redundancies 1984-1991
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Source: Strathclyde Regional Council.
Table 2‑5 Unemployment Rates & Change 1990-1991

	
	Unemployment Oct 1990
	Change October 1990-1991

	Clydesdale
	8.2%
	21.4%

	East Kilbride
	7.6%
	34.4%

	Hamilton
	9.9%
	14.1%

	Monklands
	10.7%
	12.5%

	Motherwell
	11.4%
	16.9%

	Lanarkshire
	6.3%
	12.0%

	Scotland
	8.9%
	14.2%

	UK
	8.5%
	45.2%



Source: RTP, 1992.

2.25 In 1989, East Kilbride was the only district in Lanarkshire where the majority (56%) of male unemployed had been out of work for less than 6 months. East Kilbride suffered high male unemployment rising by 46.2% over 12 months to October 1991. Other employment problems included difficulty filling vacancies and high labour turnover.

2.26 In October 1990, over a third of those registered unemployed in Motherwell had been out of work for over a year. Motherwell district also suffered badly from the steel closures with unemployment rising by 16.9% in the year to October 1991.  
Firm Formation

2.27 Lanarkshire contained some 7,600 VAT registered businesses at the start of 1990
. Between 1979 and 1989, all districts experienced positive business formation rates, the highest growth being seen in Clydesdale (220.9%) and East Kilbride (43.4%)
.Between 1980 and 1989 business formation in Scotland increased 15% with 119,100 VAT registered businesses recorded at the start of 1990.
 

2.28 Fifteen percent of employment was in Scottish overseas-owned companies (LDA, 1990). Between 1981 and 1988, 20 of the 28 overseas plants which set up in Lanarkshire located to East Kilbride.

Employment Land Supply in Lanarkshire

2.29 Prior to Enterprise Zone designation, the main locations of employment land in Lanarkshire were East Kilbride and the Motherwell Food Park. Based on take-up rates and enquires made to SDA and Enterprise Trusts, demand for industrial space was concentrated along the M74, A8 and Whistleberry and Bellshill bypass corridors
, even though both locations were affected by a lack of good quality land at the time.

2.30 In 1990, Lanarkshire also suffered from a shortage in the supply of smaller units under 5,000 sq ft and in particular units less than 2,000 sq ft
 (LDA, 1990). Smaller units accounted for two-thirds of demand in 1989 with most of the remaining demand for units up to 10,000 sq ft.
 

Industrial Land

2.31 In January 1990, Lanarkshire had approximately 630 ha of available (marketable) industrial land within its five districts
. Sites in Motherwell accounted for 50% of the total supply including 70% of Lanarkshire’s marketable land and 31% of the areas constrained industrial land. 

Table 2‑6 Availability of Industrial Land (gross ha), Lanarkshire, Jan 1990

	District
	Marketable
	Constrained
	Reserved
	Total

	Clydesdale
	13.70
	4%
	21.00
	9%
	1.00
	1%
	35.70
	6%

	East Kilbride
	46.10
	14%
	48.64
	20%
	20.50
	30%
	115.24
	18%

	Hamilton
	24.70
	8%
	37.46
	15%
	26.79
	39%
	88.95
	14%

	Monklands
	11.20
	3%
	60.20
	25%
	7.01
	10%
	78.41
	12%

	Motherwell
	224.37
	70%
	74.82
	31%
	12.83
	19%
	312.02
	50%

	Total
	320.07
	100%
	242.12
	100%
	68.13
	100%
	630.32
	100%

	Total %
	51%
	38%
	11%
	100%


 
   Source: Lanarkshire Economic Forum, 1990.


2.32 Demand for sites in Monklands District was particularly high along the A8/M8 Corridor. However, land supply characteristics were not favourable to development. Of a 78 ha supply, (75% of which was in public sector ownership) only 11 ha was considered marketable.  Moreover, only 30% of this was available to prospective developers as 70% was in SDA ownership
.

Quality of Industrial Land Supply

2.33 The poor quality and supply of industrial and commercial land in Lanarkshire was noted by various studies in the late 1980s and early 1990s (RTP, 1992; PMA, 1988; James Barr, 1990). Particular features included a shortage of good quality development land and a prevalence of site condition constraints. Motherwell and East Kilbride were the only districts providing high amenity marketable industrial land
. Prestige industrial land
 accounted for the greatest proportion of marketable industrial land at 62.9 ha. 

Table 2‑7  Marketable Industrial Land by District Jan. 1990

	Location
	High Amenity
	Prestige
	Local

	Low Amenity

	Total

	
	ha
	%
	ha
	%
	Ha
	%
	ha
	%
	ha
	%

	Clydesdale
	0.00
	0%
	12.30
	90%
	1.40
	10%
	0.00
	0%
	13.70
	100%

	East Kilbride
	16.50
	36%
	23.40
	51%
	5.00
	11%
	1.20
	3%
	46.10
	100%

	Hamilton
	0.00
	0%
	5.96
	24%
	18.59
	75%
	0.15
	1%
	24.70
	100%

	Monklands
	0.00
	0%
	2.40
	21%
	8.80
	79%
	0.00
	0%
	11.20
	100%

	Motherwell
	40.00
	18%
	18.84
	8%
	18.06
	8%
	15.17
	7%
	224.37
	100%

	Total
	56.50
	18%
	62.90
	20%
	51.85
	16%
	16.52
	5%
	320.07
	100%


       
Source: Lanarkshire Economic Forum, 1990.

2.34 Vacant and derelict industrial land was a major constraint for development. Lanarkshire contained over 35% of Central Scotland’s derelict and vacant land and had one of the largest concentrations in the UK. Monklands and Motherwell accounted for 90% of Lanarkshire’s vacant and derelict land
.

2.35 In 1989, take up rates across Lanarkshire for industrial land were low with each district maintaining a minimum 13-year supply based on average take-up rates over the previous decade
. The oversupply of general industrial land in most districts (except Monklands) created low land values and rental levels which dampened opportunity for growth. Take up rates for industrial land averaged 6 ha per annum in Motherwell and approximately 2 ha per annum in Hamilton. In the latter, take up was concentrated on prestige sites particularly in the Whistleberry Corridor.

Availability of Floorspace

2.36 Prior to EZ designation the pattern of industrial floorspace distribution was as follows:
· East Kilbride 
- 745,000 sq m (1989)

· Monklands 

- 603,865 sq m (1989)

· Hamilton

- 460,000 sq m (1990), 23% in public sector ownership

· Motherwell
 
- 499,523 sq m (1990) 7.5% in public sector ownership
.

Occupancy and Take Up 

2.37 Occupancy rates were high for all districts in Lanarkshire in 1989/1990. Monklands District (Council portfolio units) maintained a 98% occupancy rate in 1989 with 95% in Motherwell (floor space) and 90% in East Kilbride (units) in the same year. East Kilbride and Hamilton also had high occupancy rates for units in 1990 at 90% and 83% respectively
. 

. 

3 defining & Managing the Lanarkshire Enterprise Zone
Enterprise Zone Designation

3.1 Between April 1991 and March 1992, some 3,165 jobs were lost in the Lanarkshire steel industry. These losses occurred at Ravenscraig, with the closure of the hot strip mill and one of the blast furnaces, and at Clydesdale Tubeworks in Bellshill. With effects on suppliers, it was estimated that some 4,400 steel-related jobs would be lost in the area
, with the main concentration in North Lanarkshire. The subsequent complete closure of the Ravenscraig works, the neighbouring Dalzell works and the Imperial works was also anticipated. These closures soon materialised, further compounding the employment impacts and increasing job losses to 10,000 in the Lanarkshire Travel to Work Area by 1995
.
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3.2 Responding to concerns at both local and national level, the Lanarkshire Working Group was established in December 1990:

· To identify the main physical, economic, environmental and administrative constraints to revitalising the economy in the wider Lanarkshire area;

· To recommend measures for their resolution; and

· To consider how they might best be implemented. 

3.3 The Lanarkshire Working Group Report
 highlighted the need for radical strategic intervention to address the decline of the area’s steel and other traditional industries. The report also proposed Enterprise Zone status for various sites in the area, stating…

3.4 “The opening up of industrial sites with good access, supported by business development and training provision offers Lanarkshire the chance to regenerate its economy. But we have concluded that additional incentives need to be looked at. Otherwise, Lanarkshire will still struggle to compete against other areas, and the jobs it so badly needs may come too slowly, or go elsewhere. For this reason, the Group wish to press the case for an Enterprise Zone covering a range of sites in North Lanarkshire. We recognise that Enterprise Zones are set up by the Government only in exceptional circumstances, and that the situation in Lanarkshire is sufficiently serious and exceptional to justify the setting up of an Enterprise Zone, and that a zone would enormously facilitate the successful marketing of the area, and the attraction of private sector investment.” (p12, paragraph 3.2.3)

3.5 Alongside its existing resources, Scottish Enterprise received additional funds of £15 million to implement some of the 23 initiatives proposed in the report. 

3.6 However, neither the additional funds or the existing policy instruments available at the time were considered sufficient to tackle the area’s key structural problems namely: over representation of declining industries compounded by under-representation of businesses in expanding sectors in the local economy; and widespread industrial dereliction and related issues of poor image. Issues such as the absence of significant inward (and indeed indigenous) investment and limited workforce mobility served to compound these issues further contributing to the depressed state of the industrial and commercial property markets. 

3.7 Various options were considered within existing powers including designation of Simplified Planning Zones (SPZ) and co-ordinated use of RAPID assistance. SPZs are area specific. Designation specifies appropriate development types and scale within the zone. Any conforming development started within 10 years of scheme designation does not require a separate planning application. For local authorities, they can be seen as useful promotional tools – developers or inward investors are able to start construction work with little delay. In addition the designation provides a degree of certainty over the type of development. Insofar as they create development value in land, SPZs can create increased confidence in development thereby helping to enable project funding. However, there are no fiscal incentives, and designation costs. Initiated in 1986, scheme take up has been restricted. A recent report into their effectiveness noted the lack of clear policy guidance and advice as to the most appropriate conditions for their use and justification for designation as significant factors for many local authorities. Only four schemes were adopted in Scotland including those at Coatbridge, Invergordon and Grangemouth. 

3.8 SPZ designation was not considered an appropriate response. It lacked the promotional and marketing benefits of the EZ approach. Moreover, experience from 1986 suggested that there was little enthusiasm in the private sector for the approach. Furthermore, pre EZ-designation, all of the Lanarkshire local authorities were keen to attract industrial and business development and the extent to which removal of planning controls removed a significant constraint was thought to be limited. 

3.9 Resources and Actions for Private Industrial Development (RAPID) was a Scottish Enterprise scheme, and in September 1991 only at the discussion stage. Essentially, this was a gap-funding approach to significant projects, identifying the minimum level of public sector assistance needed to bring about development. It was not considered appropriate to the scale of change required in Lanarkshire since it was project-based, thereby raising concerns that the area’s regeneration would proceed piecemeal. In addition, it was a national programme, offering no competitive advantages to Lanarkshire over other areas. 

3.10 After considering these alternatives, the introduction of an Enterprise Zone was seen as the preferred route to boosting the areas prospects of overcoming its constraints
. Over the 10 year period of its designation, the EZ offered a range of incentives including:

Tax Incentives

· 100% allowances for corporation and income tax purposes for capital expenditure on industrial and commercial buildings.

· Rates exemption on industrial and commercial property.

Regulatory Incentives

· A simplified planning regime. Developments conforming to the published EZ scheme do not require individual planning permission.

· Statutory controls remaining in force (e.g. planning for non-conforming developments) administered more speedily.

· Exemption from industrial training levies and the requirement to supply information to Industrial Training Boards.

· Applications from firms operating in Enterprise Zones for certain customs facilities  - “inward processing relief and general and private customs warehouses  - processed as a matter of priority and criteria applying to decisions on private customs warehouses relaxed;
· Reduced Government requests for statistical information.

3.11 Following the designation of the first Enterprise Zone in Corby in 1981, a further 24 were designated in two rounds up to 1984. In Scotland, the Lanarkshire Enterprise Zone was the fifth to be designated in the country, following Clydebank (1981), Invergordon (1983), Tayside (1984) and Inverclyde (1989). 

3.12 An EZ offered the prospect of investment in property, occupation by tenants and subsequent employment opportunities. With truncated planning procedures and other forms of assistance, EZs were also seen as being attractive to inward investors allowing development and subsequently operation to proceed within relatively short timeframes. EZ designation would work with existing initiatives to attract high quality inward investment at an early stage to high profile and in the main, publicly owned sites, in the process creating employment. The targeted nature of Enterprise Zones and the opportunity to be flexible in their application were also seen as key advantages of the approach
.

3.13 The Scottish Office prepared proposals for the designation of an Enterprise Zone in Lanarkshire and submitted them in September 1991. Particular emphasis was given to the nature and location of the sites to be identified as Enterprise Zones and the submission document highlights a number of criteria including:

· The potential to attract and meet the needs of prospective inward investments;

· An ability to meet a range of user requirements and accommodate a mix of development types;

· Cost effectiveness in site recovery, preparation and infrastructure provision, including proximity to existing and proposed infrastructure improvements which could offer locational advantage; and

· Scope to improve external perceptions of the area (which were generally seen as negative).

3.14 It was acknowledged that the zone should comprise a number of sites spread geographically across Lanarkshire recognising the broad effects of the closure of the local steel industry. Taken together, the Enterprise Zone sites should have capacity to accommodate a scale of development with the potential to create a level of employment to offset those jobs lost in the decline of traditional industries. In this context, the need to minimise deadweight and maximise additionality was paramount. 

3.15 As the national inward investment agency, Locate In Scotland’s view was that existing mechanisms such as Regional Selective Assistance, working together with the availability of suitable and attractive sites and premises was a critical combination in securing internationally mobile investment. While Lanarkshire benefited from proximity to the national motorway network, the area suffered from a shortage of good industrial sites and the disincentive of widespread dereliction. The availability of Greenfield sites was therefore a key factor. 

3.16 Sites were selected under two options –

· Option A - comprising 9 sites and 345.5 ha (876acres) – included Newhouse West, Blantyre, Excelsior Park, Lanarkshire Steel works, Dunalastair, North Alderston, Strathclyde Hospital, Coatbridge and Tannochside. This selection was considered as a balanced geographical profile of sites; and 

· Option B - with 6 sites covering 196.3 ha. (485 acres) – included Newhouse West, Blantyre, Coatbridge and Tannochside of the sites in Option A, with the addition of Motherwell Town Centre and Netherton. This option was developed as the bare minimum required to enable Lanarkshire to compete more evenly for investment funds. 

3.17 The sites were largely drawn from the Lanarkshire Working Group Report although the submission provided for further flexibility in the ultimate selection of sites noting that “the end product may differ slightly as a result of more detailed site considerations and analysis.” 

3.18 In the submission, overall employment estimates were based on Option B. It was estimated that some 16,000 gross jobs would be created in the Lanarkshire Travel to Work Area over the 10-year period, excluding construction employment (which was forecast to add a further 1,000 jobs). After adjustment of the figures to allow for multiplier and displacement effects, net employment was estimated at 7,500 jobs excluding construction-related employment and 8,700 jobs including construction employment
. It should be noted that these estimates were based on 100% site take up. Direct on site employment effects were estimated at 12,200
. From its inception, the Lanarkshire Enterprise Zone placed a clear emphasis on attracting inward investment, with almost 75% of expected net additional employment, some 5,600, anticipated from this source. 

3.19 Public sector costs anticipated in the submission were as follows
:

Table 3‑1 Treasury Submission - Anticipated Public Sector Costs

	Element
	Anticipated Cost (£m 1991 prices)
	£m (2003/4 prices)

	Gross public sector (UK) costs (of which)
	38.1
	51.8

	Development costs
	5.55
	7.54

	Rate relief
	-0.012

	-0.016

	Capital allowances
	32.5
	44.2

	Capital receipts
	-6.6
	-9.0

	Net public sector costs
	31.5
	42.8

	Cost per job (including construction)
	£3,620
	4,920

	Cost per job (excluding construction)
	£4,200
	5,708


3.20 The submission was approved by the Government in January 1992 and received European Commission agreement the following month. Between European Commission approval and formal designation in February 1993, a number of changes were made to the profile of sites. These changes were influenced by discussion with the key parties on the Lanarkshire Working Group and the development of the Lanarkshire Regeneration Strategy which was published in 1992. The nine proposed sites were then subject to further investigation including environmental audits in advance of designation. 

3.21 A comparative analysis of Enterprise Zone experience to date in other areas was also commissioned by Lanarkshire Development Agency
 to inform the planning schemes adopted for each site, appropriate marketing approaches and to advise of potential risks which may be encountered in delivering development on the Enterprise Zone sites. It noted a number of pointers for implementation of the Lanarkshire EZ including:

· Location : benefiting from good access to the strategic road network, Lanarkshire should be considered attractive by those active in the EZ market;

· Profile of development: Most of the industrial/commercial property available in Lanarkshire at the time was under 5,000 sq ft, a concentration considered likely to be replicated on the EZ, possibly suggesting a focus towards smaller companies. Overall, it was suggested that 40 to 45% of the employment created on the EZ could be in the service sector;

· Inward investment emphasis: the designation of strategic single user sites for inward investors could be viewed as restrictive and inconsistent with the flexible concepts of Enterprise Zone status;

· Marketing: noting limited progress in establishing a positive identity for Lanarkshire as a viable location for development, the importance of establishing a dynamic ‘brand’ at the outset was considered critical. Clarity in site marketing was considered key, with the preparation of detailed development brief viewed as a means of attracting investment and creating clear identities for the EZ sites. Other key elements could include: encouraging development in advance of formal designation; regular promotion of progress; using comparisons with other EZs; and use of appropriate signage to enhance strategic location;

· Capturing the broader benefits of EZ designation: appreciation of the Zone and its wider context; it was considered that there may be a risk to development of non-EZ sites such as Strathclyde Business Park, Motherwell Food Park, Dundyvan, etc and therefore continuing support for non-EZ projects was important; and

· Maximising value: it was suggested that infrastructure works should be carried out by the private sector wherever practicable to maximise the impact of tax allowances. It was recognised that there may be a tension between this objective and the drive to provide serviced sites to attract inward investors. Site acquisition around the boundaries of the proposed sites was also advocated.

3.22 The report estimated that up to 200 firms could be attracted to the Lanarkshire Enterprise Zone, creating some 5,000 jobs
, although additional employment effects could be anticipated were the LEZ successful in attracting major employers.  Assuming public sector expenditure of some £35 million, the cost per job was estimated as £7,000. While the targets ultimately adopted for the LEZ differed (see below), several of the reports recommendations were taken forward into zone management. 

3.23  Nine sites totalling 206 ha (509 acres) were designated. Parts of the sites listed in the initial submission were not included as they were considered to be affected by constraints and considered to be areas where no beneficial development could be carried out. EZ status was then applied to other areas to maximise the prospect of development and the take up of EZ benefits.  Sites were selected to minimise boundary hopping and exclude windfall gains to existing enterprises and enhanced profits to developers
. The 40 ha (100 acre) site at Mossend (part of a joint venture between Lanarkshire Development Agency and AMEC) was added to assist development of the Eurocentral Freight Village and Rail Terminal. A comparison of the sites in the submission and those adopted is shown below:

Table 3‑2 Lanarkshire Enterprise Zone Sites

	Submission
	Gross Area

Ha/a
	Sites in Designated EZ
	Gross Area

Ha/a
	Ownership


	Motherwell Town Centre
	4.0
	10
	Airbles Road
	4.0
	10
	LDA

	Netherton
	40.5
	100
	Excelsior Park
	15.8
	39
	SE/LDA/MWDC

	Newhouse West
	60.7
	150
	Newhouse West
	40.5
	100
	SE

	
	
	
	Mossend
	38.4
	95
	LDA/AMEC

	Tannochside
	26.3
	65
	Tannochside
	32.4
	80
	SE/LDA/MWDC

	Coatbridge
	24.3
	60
	Calder Street
	13.4
	33
	SE/LDA

	
	
	
	Dunalastair
	8.1
	20
	LDA

	
	
	
	E Shawhead
	5.7
	14
	MKDC

	Blantyre Park
	40.5
	100
	Hamilton International Technology Park
	46.9
	116
	SE/LDA

	
	
	
	Brandon Gate
	0.8
	2
	HDC

	Total
	196.3
	485
	
	206.0
	509
	


3.24 As the final column indicates, with the exception of Mossend, all of the sites were in public ownership at designation (in 1996 on local government reorganisation, sites owned by Motherwell and Monklands District Councils were transferred to North Lanarkshire Council and those owned by Hamilton District Council transferred to South Lanarkshire Council). This meant there was no windfall or substantial property value gains to individual private landowners and control was effectively entirely in the hands of the public sector. The geographical distribution of sites is illustrated in Figure 3‑1.

Figure 3‑1 Enterprise Zone Sites


[image: image1]
Not to scale
3.25 Despite the slight increment to the overall area of the Lanarkshire Enterprise Zone, the job creation estimates in the submission were maintained. However, public sector costs and other outputs were revised on further consideration of the status of each site. Table 3‑3 provides a summary. 
3.26 Once the net developable area is calculated, the area for which EZ benefits applied in the form of tax allowances for development of industrial or commercial floorspace reduced from 206 ha (509 acres) to 173 ha (427 acres). Public sector development costs were the other key area of difference. These were assumed to be some £5.55 m in the original submission. In the revised estimates established before zone designation, it was estimated that public sector development costs including resources already spent or committed for the 9 sites would total some £55 million.

Table 3‑3 EZ Site Features Autumn 1992

	Site
	Condition (Autumn 1992)
	Uses
	Net Developable Area (ha/a)

	Anticipated Floorspace (sq m/sq ft)

	Public Expenditure (£m)

	Airbles Road
	Open agricultural. Ready subject to servicing
	Major office user
	3.4
	8.5
	13,006
	140,000
	3.1

	Excelsior Park
	Site clearance, decontamination & re-profiling completed 6/92. Eastern portion available with remainder anticipated to be available 6/93
	General industrial
	13.4
	33.0
	53,418
	575,000
	1.7

	Newhouse West
	Agricultural
	Single users
	38.4
	95.0
	76,643
	825,000
	1.6

	Mossend
	Next to Eurofreight Terminal, agricultural
	high quality industrial
	40.5
	100.0
	148,640
	1,600,000
	6.7 (JV)

	Tannochside
	Phase 1 immediately available. Spine road and services required on DC owned portion.
	Class 4 Office. High quality industrial
	26.8
	66.2
	79,894
	860,000
	2.9

	Calder Street
	Ground preparation works due to be completed 10/92. Services needed.
	General industrial
	11.9
	29.5
	41,805
	450,000
	7.5

	Dunalastair
	Agricultural & woodland. Access, services and ltd groundworks required
	High quality industrial and/or office
	6.2
	15.4
	  15,793 
	  170,000 
	1.1

	E Shawhead
	Unused, available for immediate development
	General Industrial
	4.5
	11.0
	  17,744 
	  191,000 
	0.4

	Hamilton International Technology Park
	Agricultural green belt. Site preparation and servicing needed
	Single user, high amenity, high quality industrial 
	26.9
	66.5
	  71,533 
	  770,000 
	14.8

	Brandon Gate
	Partly vacant offices. Clearing required
	Town centre offices
	0.8
	2.0
	  8,918 
	  96,000 
	

	Total
	
	
	172.8
	427.1
	527,393 
	 5,677,000 
	39.8

	Marketing over EZ life
	
	
	
	
	
	3.0

	Pre-designation spend
	
	
	
	
	
	18.9

	Total public sector development costs

	
	
	
	
	55.0


3.27 The rationale behind the initial assumption has not been able to be established, although it is clear that the scale of infrastructure and reclamation work to be undertaken was under-estimated in the Treasury submission. A 1998 report
 setting out the initial calculations underpinning the economic case established for the Lanarkshire Enterprise Zone highlights development costs of £22.7million (£15.26m when discounted over 10 years at 8%, consistent with the approach adopted in the initial submission) associated with pre-development works, structural landscaping and access improvements at Blantyre, Tannochside, Coatbridge, Newhouse West and Motherwell Town Centre. Revisions to the site profile, subsequent changes in the scale of site preparation and infrastructure works, and inclusion of costs already incurred in site preparation account for the difference between the two figures. 

3.28 In summary, the Lanarkshire EZ aimed to prepare 173 ha of land for development, accommodating some 526,756 sq m of employment premises and to assist 5,000 businesses
. In the process, 7,500 additional new jobs would be created (15,000 gross jobs) with 12,200 jobs on site. A further 1,200 net jobs would be created in the construction phases. These estimates assumed 100% take up of the land on the EZ.
 The emphasis on developing new business and attracting inward investment to Lanarkshire was clear from the outset. The extent to which these targets have been met is discussed later in the report. 

3.29  Of the quantum of property to be developed over the zone’s lifespan it was envisaged that only 33% would be occupied by indigenous companies, 49% would be occupied by inward investors with the balance providing accommodation for new businesses.  The cost per job estimates associated with these targets varied as follows:

Table 3‑4 Cost Per Job 

	
	Cost Per Job (1991 prices)

	Treasury Submission
	

	Including construction
	£3,620

	Excluding construction
	£4,200

	Revision 
	

	Including construction
	£9,340

	Excluding construction
	£10,800

	Including construction (discounted)
	£7,970

	Excluding construction(discounted)
	£9,210


3.30 All three are considerably lower than in the 1987 or 1995 evaluations of UK Enterprise Zones which observed average costs per job on EZ sites of £23,000 and £17,000
 respectively (or £30,100 and £15,800 respectively at 1991 prices).  The table below outlines the assumptions made in determining the LEZ targets for gross and net employment. It also indicates the relative importance of inward investment and indigenous companies in achieving LEZ goals.

Table 3‑5 LEZ Employment Assumptions

	EZ Employment
	Source
	
	Additionality 
	Net Employment

	
	
	
	
	including construction
	excluding construction

	Direct
	12,222
	Inward Investment
	6,199
	90%
	5,579
	

	Indirect & induced
	3,548
	Indigenous companies
	9,571
	20%
	1,914
	

	
	
	
	
	
	
	

	Construction
	1,170
	
	1,170
	100%
	1,170
	

	Total
	16,940
	
	16,940
	
	8,663
	7,493


3.31 A later evaluation of the promotional effort in the initial phases of LEZ implementation compared prospects against levels of development witnessed elsewhere in British Enterprise Zones. It found that “to reach its best targets the LEZ will need to achieve the previous best performance of British enterprise zones.”
 In fact, this would have had to be considerably exceeded since the previous best performance would have delivered some 390,190 sq m of development compared with the 526,756 sq m targeted by the Lanarkshire EZ. 

3.32 However, this level of performance is wholly consistent with the aspirations voiced by Lanarkshire Development Agency and other members of the Lanarkshire Working Group and the EZ Steering Group at the time. The Lanarkshire Enterprise Zone Mission Statement from December 1992 was to:

“Achieve economic regeneration attracting inward investment and facilitate creation of 7,500 new jobs to Lanarkshire whilst being recognised as the best EZ in the UK in terms of aggressive and effective marketing, zone management and customer care, to delight both businesses creating jobs and the citizens of Lanarkshire who will fill them”

Enterprise Zone Management

3.33 The primary objective of the Lanarkshire Enterprise Zone was clear from the Lanarkshire Enterprise Zone Partnership Agreement & Management Statement
, namely ”the early attraction of high quality additional new investment to high profile sites in Lanarkshire”. The partners also recognised the importance of other factors such as: 

· The need to meet possible demand for a range of user requirements and to accommodate a mix of development types;

· The need to maximise genuine additionality, by attracting development not just from outside the Lanarkshire Travel-To-Work Area, but from outwith Scotland and the UK;

· The need to ensure a geographical spread across Lanarkshire; and 

· The need to minimise unnecessary controls over development.
Partnership & Organisation

3.34 From the outset, a partnership approach was adopted to the management of the zone, reflecting the strategic objectives of the local authorities, Lanarkshire Development Agency and Scottish Enterprise, and the Scottish Office Industry Department (which had prepared and submitted the original Treasury application. A partnership approach was also necessary given the dispersed nature of the sites and their ownerships i.e. with Hamilton, Monklands or Motherwell District Councils. The objectives were then translated into a set of management objectives, which were agreed at the first meeting of the Executive Group in December 1992:

· A clear focus at the Lanarkshire level;

· Promoting ‘Lifetime’ commitment to the Enterprise Zone (from companies as well as stakeholders);

· Commitment to partnership working;

· A managed approach to Zone operation;

· Streamlined administrative procedures;

· Commitment to co-ordinated enquiry handling; 

· Establishment of the Enterprise Zone Steering Group and Executive Group; and

· Commitment to rapid response and maximum delegation.

3.35 The Lanarkshire Enterprise Zone Steering Group and Executive Group were formed in December 1992 in advance of formal EZ designation. Membership of the Executive Group was made up of officers from Lanarkshire Development Agency, Strathclyde Regional Council, Motherwell, Monklands and Hamilton District Councils and given their role in bringing forward Eurocentral, AMEC (until 1995). 

3.36 The role of the Steering Group - which met quarterly - was to provide strategic guidance to the Executive Group and make decisions on applications to locate on the zone. It had a broader membership including the Scottish Office (initially through the Industry Department) and Locate in Scotland in addition to the Executive Group members. With local government reorganisation in 1996, consideration was given to the structure and it was decided that the Steering Group would merge with Locate in Lanarkshire, with the following objectives:

Inward Investment

· To increase the volume of inward investment attracted to Lanarkshire;

· To further improve the quality of Lanarkshire’s inward investment response; and

· To ensure that all the ‘hardware’ and ‘software’ elements which contribute to inward investment success exist in Lanarkshire.

Property/EZ 

· To maximise the contribution of the Lanarkshire Enterprise Zone to the economic regeneration of Lanarkshire;

· To ensure that the appropriate range and quality of strategic land and property is available in Lanarkshire over time; and

· To sustain the momentum generated by Lanarkshire’s new towns.

3.37 Membership of the Locate in Lanarkshire (LIL) Advisory Group comprised Lanarkshire Development Agency (now Scottish Enterprise Lanarkshire), Scottish Enterprise, Locate In Scotland, the Scottish Office (now Scottish Executive) as well as officers from North Lanarkshire Council and South Lanarkshire Council or its predecessor Councils.

3.38 From local government reorganisation to expiry of the zone in February 2003, Scottish Enterprise Lanarkshire (through LIL) played a lead role in EZ management, although still within the Steering Group and Executive Group structure. This also coincided with year 3 of the Lanarkshire Enterprise Zone. Most of the strategic decisions had been taken and refinements to the EZ application process had bedded down. Close working relationships were still maintained between North and South Lanarkshire Council officers and their counterparts at Scottish Enterprise Lanarkshire.

3.39 The development of the Enterprise Zone, traced from the Lanarkshire Working Group Report, through to the Treasury submission, its refinement, the management arrangements developed prior to designation, and the subsequent operation of the LEZ established a partnership working culture which remains in evidence.

3.40 EZ status has also acted as a lever for public resources in some cases. The costs of site preparation at Calder Street may not have been covered were it not for its inclusion within the Enterprise Zone regime. Consistent with local authority procedure, receipts from the sale of land and property on the Enterprise Zone sites was absorbed within general Council finances, rather than ‘ring-fenced’ for economic development purposes. 

Planning Schemes

3.41 The planning schemes adopted for each of the 9 sites were a key element in achieving the balance of economic activity targeted across the Lanarkshire Enterprise Zone. Appropriate uses on each site were determined in a planning context, which also acknowledged location and likely market response. The allocations also recognised the scale and quality of the sites being brought forward, and complemented existing allocations of employment land. Although Newhouse was a designated strategic site in a national context, with a prospective inward investment function at the time of designation, Strathclyde Business Park which was not one of the EZ sites provided a higher quality offer (in terms of the standard of accommodation, the surrounding services, and a managed approach) in Lanarkshire. Permitted development in the context of the basic planning regime adopted for the Lanarkshire Enterprise Zone as a whole was generally restricted to industrial, commercial and distribution uses. A broad development concept was adopted for each site as follows: 

· Blantyre Park (Hamilton International Technology Park) – part reserved for high amenity development (single user or a number of low density uses), the remainder allocated for high quality low density industrial/business units;

· Brandon Street/Leechlee Road, Hamilton – high quality office development ;

· Calder Street, Coatbridge – any category of permitted development;

· Dunalastair, Chapelhall – general industrial and high quality office/business development;

· East Shawhead, Coatbridge – general industrial uses;

· Newhouse West (A) Mossend – 95 acres intended for high quality industrial and commercial users, with balancing 5 acres intended for an amenity hub. Part of Eurocentral;

· Newhouse West (B) Woodhall Park - a high amenity site for Strategic Investment to accommodate major manufacturing industrial users;

· Tannochside – high quality industrial and business units;

· Excelsior Park - light and general industrial development; and

· Airbles Road, Motherwell – high quality office/business development, identified as potentially suitable for headquarters development or speculative business units.

3.42 All of the sites were viewed by the partners in the Lanarkshire Enterprise Zone as good sites. Indeed, the expressed intention of the zone partners was to develop well serviced and good sites in order to compete more effectively with other towns and cities. In addition to the fiscal incentives available, designation provided a focus for their development. In addition to the planning regimes, other factors were in place to help ensure development consistent with the objectives of the zone. The sites were in the ownership of either the local authorities or Scottish Enterprise, enabling control through ownership or feu superior arrangements (building on the examples of East Kilbride and to a lesser extent Cumbernauld Development Corporations); master plans were developed for the major sites, providing clear guidance on the range of uses and an element of guidance for site and landscape design; and a thorough enquiry classification and application process was developed to ensure companies applying to locate on the zone met criteria related to the initial objectives. 

3.43 Ironically, the end of Enterprise Zone benefits and regulation has to some extent lessened controls over employment–related development in some areas. This is most evident at Eurocentral where there has been an intensification of land in Class 4 use (as opposed to industrial or distribution uses). A similar process is evident at the Woodhall Park site where the former CPT site has witnessed a high level of business floorspace development over the last 2 years.

3.44 With major existing industrial/business sites and those in the development or preparation pipeline (such as Gartcosh and Ravenscraig), North Lanarkshire now has a large number of Strategic Industrial sites. 

Dealing with EZ Applications

3.45 From the Treasury submission and the inception of the Lanarkshire EZ, there was a clear emphasis on promoting additionality, perhaps more so than in previous EZs. As Figure 3‑2 indicates, inward investment was intended to have a critical role in achieving the LEZ's targeted outputs. The inward investment focus was entirely natural at the time, with the UK attracting a large proportion of locations to Europe. This combined with a shortage of large strategic sites in Central Scotland generally, the provision and availability of which was a major preoccupation for local authorities and Scottish Enterprise. 

3.46 Strathclyde Regional Council, in particular was keen to emphasise the importance of additional economic outputs and activity at the Scottish level and a detailed enquiry matrix (see Appendix 1) was developed to reflect the following priorities:

· Inward investment;

· Creation of new additional employment in Lanarkshire as well as safeguarding existing jobs;

· Provision of employment opportunities and skills training to employees based locally; enabling business growth through Investors in People policies;

· Impact on the external and internal perceptions of Lanarkshire as a business location;

· Potential to generate supply chain benefits for local businesses; and 

· Encouragement of companies offering to provide employment in the early stages of the zone and their investment.

3.47 Scores and weightings were therefore applied with the intention of favouring ‘companies from outwith the Lanarkshire Travel to Work Area without penalising local company development’
. This enquiry classification matrix was subsequently simplified, stressing growth prospects and geographical factors, as follows
:

Figure 3‑2 Enquiry Classification

	Critical Factor
	Assessment Factors
	Company Name………

Preferred Location……

	
	Positive
	Neutral
	Negative
	Details
	Rating

	1. Additional Job Creation
	Increase by >30% existing workforce
	-
	Less than 15% increase in existing workforce
	-------------No.
	+/n/-

	2. New Jobs/acre 

or

3. Jobs safeguarded
	Greater than 80% target for sector/type

More than 80% workforce retained
	
	Less than 30% target for sector/type

More than 60% workforce retained
	_______/acre

-------------No.

--------------%
	+/n/-

+/n/-

+/n/-

	4. Existing location
	Outside Strathclyde
	More than 10 miles outside Lanarkshire
	LTTWA or Glasgow JEI
	
	

	5. Capital Investment
	>£1m
	Lease of existing EZ space
	>£0.1m
	
	


3.48 Where an application attracted 3 or more negatives, it was rejected by the Executive Group and referred to the Steering Group. The classification was adopted to ensure that companies locating on the Lanarkshire could make a contribution to achieving the overall objectives of zone designation. Within this, however, it is clear that the potential for boundary hopping from neighbouring areas was a major concern, one which was voiced particularly strongly by Strathclyde Regional Council. While Lanarkshire had been severely affected by the decline of the steel industry, both the numbers made redundant, and the loss of relatively high wages to the economy, unemployment levels in neighbouring authority areas such as Glasgow were also particularly high. 

3.49 The Interim Evaluation
found that the arrangements for administering EZ applications were robust, with liaison arrangements agreed between Lanarkshire Development Agency and Glasgow Development Agency (now Scottish Enterprise Lanarkshire and Scottish Enterprise Glasgow) where Glasgow-based companies wished to relocate. This took the form of an options appraisal process. The interim evaluation highlights three examples where, following referral back to GDA, companies retained their operations in Glasgow. 

3.50 The findings of the 2004 Business Survey also suggest that the arrangements put in place to maximise additionality have by and large proved effective – only 6% of responding businesses on the EZ moving from Glasgow – although a further 12 % moved from other parts of Central Scotland. While some 40% had been located elsewhere in Lanarkshire, their relocation tended to reflect the shortage of suitable industrial and commercial property to enable expansion in Lanarkshire at the time.

3.51 Business responses indicated a broad level of satisfaction with the way the Lanarkshire Enterprise Zone was administered, although several companies remarked on the ‘front-ended’ nature of involvement i.e. the emphasis placed on marketing the zone and its benefits and attracting companies. The lack of a continuing link between LDA/SEL acting as zone manager was commented on by several companies. These issues are discussed in more detail at paragraph 4.27.

3.52 During its lifetime, the Enterprise Zone effectively enabled a single point of contact for potential relocations within Lanarkshire. This role was performed by SEL as part of the overall zone management. In the absence of the Enterprise Zone focus, there is now no central contact point for such inquiries. This said, the range of opportunities presently available is possibly at its lowest level for some time, pending the availability of serviced sites in major development areas such as Ravenscraig, Gartcosh, Cambuslang etc. It is understood that the Lanarkshire Economic Forum is trying to address this issue.

Marketing

3.53 A consistent marketing approach was adopted from the inception of the zone. This recognised the benefits of the zone itself and the likely attractions of the various sites to different industrial/commercial sectors. It also complemented the efforts proceeding simultaneously to establish Strathclyde Business Park as a high quality location for businesses in high growth sectors. The successful development of Strathclyde Business Park, without the availability of EZ incentives, showed the potential for diversification within the Lanarkshire economy, taking advantage of its accessibility within Central Scotland as well as more localised locational advantages.

3.54 In addition to the marketing of EZ sites promoted through the management structure and funded by Scottish Enterprise Lanarkshire, Motherwell District Council/North Lanarkshire Council provided additional marketing resources to support occupation at Tannochside (until their interest was sold in 1997) and also at Strathclyde Business Park (a non EZ site) where it owned industrial units. This was a cause of some disagreement within the Executive Group, where Strathclyde Regional Council was particularly concerned over the potential effects of campaigns targeting other parts of West Central Scotland. Marketing tended to have an external rather than a Lanarkshire focus.

3.55 With the de-designation of the zone, the focus of marketing efforts in Lanarkshire is less clear. While ‘golden contracts’ apply on the remaining areas of the Lanarkshire Enterprise Zone which have not been developed, other areas such as Gartcosh, Ravenscraig, and the eastern part of the Clyde Gateway will be also seeking to establish relative priority and a distinct market position. In addition, the development of other sites including Strathclyde Business Park continues, with plans to develop further phases being considered. Enterprise Zone status and the marketing of its benefits has been successful in improving the quality and scale of industrial and business accommodation in the area and in developing a modern industrial profile for Lanarkshire. However, careful consideration is required over future strategic marketing efforts for Lanarkshire as a whole. Unlike the challenge at EZ designation, which to some extent was to highlight the availability of a modern product in the area, the need to focus and provide the market with clear signals in respect of particular sites may well be a future concern. Accepting that its remit is considerably wider than infrastructure and property development, re-establishing a co-ordinated marketing approach across Lanarkshire may well be a role to be taken forward by the Lanarkshire Economic Forum.

Distribution of Employment Benefits

3.56 The Enterprise Zone has benefited from the availability of a low-skilled traditional workforce, alongside a considerable stock of skilled workers formerly employed in the steel industry. This has enabled a diverse range of businesses and business activity to be introduced in the Lanarkshire Enterprise Zone. To some degree the timing of zone designation has also been fortuitous, coinciding as it did with the development and major expansion of call and contact centres.

3.57 Several of those consulted remarked upon difficulties in connecting those seeking work and resident in disadvantaged areas to the opportunities available in the EZ sites, even when in close proximity. Certainly, it has not been possible to discern distinct benefits to disadvantaged communities in the vicinity of the EZ sites, although the skills profiles of locating businesses were relatively well-matched. While it is likely that designation has enabled many residents to take up local employment opportunities that would not have been available otherwise, no specific mechanisms were developed to enable companies to access potential labour in disadvantaged communities (although Council-area wide programmes were developed in respect of major locations such as Chunghwa Picture Tubes).

3.58 However, a note of caution is required. While there has been considerable change in Lanarkshire’s employment structure, the realignment of the local economy is still underway. A number of the significant businesses located within the Enterprise Zone might still be considered to be relatively ‘footloose’. Where such businesses are not dependent on a highly-skilled workforce, there may be concerns over their long term commitment to the area. 

4 LANARKSHIRE ENTERPRISE ZONE OUTPUTS & Impacts

The Enterprise Zone Business Survey

4.1 A survey of all businesses on the former Lanarkshire Enterprise Zone was carried out on the basis of pre-arranged, face-to-face meetings. An initial letter of introduction was sent to all businesses and followed up by several telephone calls to arrange a suitable meeting appointment. Where companies were unwilling to participate, limited data on employment and labour markets were generally provided. Where no information was able to be gathered, assumptions regarding levels of employment and other factors have been made using available information in the public domain
. Appendix 2 outlines the survey methodology.  
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4.2 Some 89 establishments were identified on the nine former Lanarkshire EZ sites through a combination of: the company data base maintained by North Lanarkshire Council; reference to previous monitoring reports; and subsequent validation through a series of site visits and discussion with various occupying establishments and key agency personnel. 
4.3 Fifty nine responses (66%) to the full survey were received, although a further 7 businesses were able to supply more limited data on employment, bringing the response rate for employment related items to 74%. The sampling errors
 associated with these levels of response are +/-8% and +/-5% respectively.  There was no distinctive pattern to the profile of non-respondents.  Therefore, as far as it is possible to tell from the responses received, there is no particular bias in the profile of responses.
Employment

4.4 The survey of establishments on the former Enterprise Zone indicated that 8,485 people are presently employed on the former Lanarkshire Enterprise Zone, representing some 8,429 full-time equivalent positions. 

4.5 Analysis of the establishments by number of employees indicates that nearly 48% of the former EZ establishments responding to the survey employed less than 50 members of staff, and accounted for some 12% of EZ employees. The importance of larger establishments in employment terms is clearly demonstrated with 7 accounting for nearly half of all direct EZ employment.

Table 4‑1 Lanarkshire EZ Establishments and Employment by Size 

	Establishments by Size
	Establishments
	Employment

	
	Total Nos.
	Total %
	Total Nos. 
	Total %

	Small (<50 staff)
	43
	48
	1,023
	12%

	Medium (50-249 staff)
	39
	44
	3,345
	40%

	Large (>=250 staff)
	7
	8
	4,026
	48%

	Total
	89
	100.0
	8,394
	100%


4.6 Information was also sought on employees' place of residence. As would be expected, most employees, an estimated 84%, are resident in Lanarkshire, 23% in South Lanarkshire and 61% in North Lanarkshire. The proportions vary slightly according to establishment size, as Table 4‑2 indicates.

Table 4‑2 LEZ Employees – Place of Residence

	Employees Place of Residence
	Lanarkshire
	Other Scotland

	Size of Establishment
	
	

	Small (<50 staff)
	80%
	20%

	Medium (50-249 staff)
	76%
	24%

	Large (>=250 staff)
	90%
	10%

	Total
	84%
	16%


4.7 Most of the employment benefits of establishments located on the former Enterprise Zone sites are therefore retained in Lanarkshire. Where establishments indicated the place of residence of non-Lanarkshire employees, the main areas were: elsewhere in Central Scotland, including Fife; Ayrshire and the Scottish Borders. One establishment indicated that a small proportion of its workforce was resident in other parts of the UK.

Business Activity and Location

4.8 Analysis of the type of business activity undertaken by establishments located on the former Lanarkshire EZ shows a wide and diverse range of industries. Consistent with the intention of the original planning schemes, industrial and distribution uses feature prominently, accounting for 64% of establishments and 44% of all employment on the former LEZ. Call centre location in the area is reflected in the Financial and Real Estate etc categories. While these activities occupy some 16% of businesses they account for 36% of zone employment. 

Table 4‑3 LEZ Business Activity

	
	Establishments
	Employment

	
	no.
	%
	no.
	%

	Manufacturing
	39
	44%
	2,661
	32%

	Financial
	5
	6%
	2,325
	28%

	Distribution
	18
	20%
	1,018
	12%

	Public administration
	2
	2%
	951
	11%

	Real estate & business activity
	9
	10%
	637
	8%

	Transport, telecommunications etc
	8
	9%
	357
	4%

	Other
	4
	4%
	268
	3%

	Construction
	4
	4%
	178
	2%

	Total
	89
	100%
	8,394
	100%


4.9 A summary of the location of establishments operating at the time of survey in the former EZ indicates the influence of Tannochside as a key business location. With Hamilton International Technology Park, it accounts for 59% of zone employment. 

Table 4‑4 LEZ Sites – Businesses & Employment

	EZ Site
	No. of Establishments
	Employment
	% LEZ Employment

	Tannochside Park
	32
	2,593
	31%

	Hamilton International
	15
	2,363
	28%

	Mossend/Eurocentral
	9
	896
	11%

	Calder Street 
	13
	776
	9%

	Airbles Road
	2
	650
	8%

	Excelsior Park
	10
	571
	7%

	Dunalastair/ Brandon Gate
	2
	481
	6%

	East Shawhead 
	6
	65
	1%

	Total
	89
	8,394
	100%


Subsidiary or HQ Operations

4.10 The survey asked whether or not the facility was a subsidiary or branch plant. Where this was noted, further details were sought on the location of the establishment headquarters. In total, 22 establishments indicated that their operations in the former Lanarkshire EZ were subsidiary or branch plant operations. The location of the headquarters varied with 27% in the US, 23% in England, 5% in Scotland, and 5% elsewhere in Europe. Some 40% (9) of respondents did not indicate the location of their main headquarters.

Business Performance and Prospects

4.11 Most of the establishments located on the former Lanarkshire Enterprise Zone had experienced positive business performance over the last three years, with just 15% registering either no or limited improvement. Most anticipated a continuation of these trends over the next three years. 

4.12 At the time of the survey, 7 establishments (8%) were considering expansion, consolidation or re-location of business operations in the near future. A number of factors were cited including lack of capacity in existing accommodation, overcapacity etc. The survey suggests that establishments located on the former Lanarkshire EZ anticipate relative stability.

4.13 From the present survey and previous analyses of the Lanarkshire EZ, data covering 75% of establishments is available showing when they located on the zone. This suggests that most EZ location, certainly by the existing occupiers, took place between 1995 and 2001, with activity peaking in 1997 and 1998.
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Figure 4‑1 - % Lanarkshire EZ Occupiers by Year of Location

4.14 The survey also sought to identify previous business locations before moving to the former Lanarkshire EZ, with nearly 60% of establishments responding. Almost 40% of responding establishments were previously located in Lanarkshire and had moved to an EZ location to take advantage of rates relief/capital allowances, but also acknowledging the availability of better premises. Only 6% had moved from the Glasgow area, although a further 12% had relocated from other parts of Central Scotland. 10 per cent of establishments on the EZ had been attracted to the EZ from other parts of the UK. It should be noted that these figures do not include new operations for existing organisations who may have been considering a number of different locations. We have included such operations as new businesses. With indigenous business start-ups, firms in this category accounted for 31% of responses. Companies locating from overseas accounted for a further 2%.

 Qualitative Findings

4.15 The survey also identified several factors which have influenced business decisions to locate on the former Lanarkshire EZ. The main factors are summarised below (acknowledging that in many cases, the combination rather than individual components will have been critical). 

Table 4‑5 Factors in Enterprise Zone Location

	Factor 
	Total (%)

	Site Location
	21

	New and Modern Accommodation
	16

	Availability / retention of Workforce
	15

	Availability of Accommodation
	13

	Overall EZ package
	13

	Accessibility 
	9

	Consolidation or downsizing 
	6

	Attractive Working Environment
	3

	Communications and Infrastructure
	2

	Flexibility in Leasing Arrangements
	1

	Others
	1

	Total
	100


4.16 The main factors outlined above indicate that over 30% of establishments identified the locational advantages of the EZ sites as the main factor, validating the decision to designate sites in highly accessible locations. The availability of appropriate modern accommodation in these locations has clearly been influential, and this was reported as the decisive factor for nearly 30% of businesses. The prior proximity of many firms to the various sites is demonstrated, with 15% of responses citing the ability to retain their existing workforce or to recruit staff locally. Although the availability of financial incentives and the overall EZ package is clearly an important positive factor in attracting businesses it would seem to have been only one of a number of key factors influencing the decision making process. This said, it is highly probable that the availability of EZ benefits enabled establishments to access modern accommodation (which would not otherwise have been available) and expand in situ, i.e., the financial benefits heightened the attraction of other factors as well as providing direct financial benefits to occupiers and developers.

4.17 The survey also sought information on other locations that may have been considered by businesses presently operating from former Lanarkshire EZ sites. This question attracted a limited response. Where businesses are subsidiary or branch plant operations, decisions regarding location may well have been taken at HQ level. Equally, where businesses have been operational for a number of years, there may have been changes in senior personnel and knowledge of the initial location options may have been lost. It does not reflect the Lanarkshire Enterprise Zone’s high profile nationally, nor the fact that two of the sites had been identified for strategic inward investment. Most of the ‘competing’ locations identified in the survey included other parts of Lanarkshire and Central Scotland. In some instances, no alternative locations were actively considered by the respondents at the time of its establishment or re-location.

Supply and Customer Markets

4.18 Details of supply chains and customer markets were also sought to provide some insight into broader economic linkages and effects of the Lanarkshire EZ. 

4.19 From the survey responses, it would appear that there is limited interaction between establishments on former EZ sites and local suppliers. This has been attributed to the decline in manufacturing and other source facilities in Scotland, which forces some companies to purchase supplies from elsewhere in the UK or abroad. Although 22% of respondents said that supplies were sourced from within Lanarkshire and 4% from across Scotland, a further 44% identified England and elsewhere in the UK as their main source of supplies, with 30% sourcing from Continental Europe and beyond.

4.20 In some ways this reflects the broader economic shift away from manufacturing activity. We have noted previously the importance of financial services, call centre operations, etc on overall levels of EZ employment and these businesses are less reliant on sourcing physical supplies (the availability of labour being a more critical locational factor). However, it does potentially raise issues as to how firmly rooted firms, and particularly those who have relocated from other areas or established new operations, are in the Lanarkshire economy.

4.21 A different trend has been reported in terms of customer and sales markets. The EZ business survey findings estimate that 17% of all present trade is undertaken with local companies located in Lanarkshire, with 12% more across Central Scotland and a further 24% elsewhere within Scotland. This demonstrates that the largest proportion of existing custom and trade (53%) is undertaken between these companies and other Scottish businesses or in sales to domestic markets. 

Skills, Recruitment and Training

4.22 As a whole there appear to have been relatively few difficulties experienced in staff recruitment, skills and training issues. Only 5 establishments indicated that they had experienced or were continuing to have difficulties. In many instances this reflects wider industrial problems (e.g. shortage of qualified HGV drivers) although the availability of a skilled local workforce and also the ability of many companies to provide extensive technical in-house and on-the-job training programmes had clearly minimised such problems. 

4.23 Many establishments also expressed their interest in being informed of potential assistance or funding programmes that may be accessible through Scottish Enterprise Lanarkshire, or local authorities as well as others.
4.24 Of the companies on the Enterprise Zone, 26 (29%) provided information on the occupational classification of their employees.  In total, these companies accounted for 2,429 employees, some 29% of all staff employed on the EZ.  There is a fairly high margin of error (+/- 17%) and could not therefore be said to be representative of all EZ companies.  Nevertheless the profile revealed is informative, suggesting that the emphasis has been on creating skilled employment, as well as a significant element of management staff. 
Table 4‑6 Enterprise Zone Companies – Occupational Structure
	Staffing
	No
	%

	Management
	299
	12

	Administration
	140
	6

	Skilled
	1,934
	80

	Semi-skilled
	56
	2

	Total
	2,429
	100


Impact of the Lanarkshire EZ 

4.25 All of the responding businesses indicated that the zone had a positive impact, although a variety of reasons were identified. Theses are summarised below.

Table 4‑7 Business Perceptions of EZ Effects/ Benefits

	Reasons
	Frequency mentioned (% of total)

	Positive/Good for the local economy
	37.2

	Improved local employment opportunities
	19.6

	Diversification of company base
	11.7

	Positive/Good for local businesses
	7.8

	Assisted in attracting new companies to Lanarkshire 
	3.9

	Provision of modern/attractive premises and environment
	3.9

	Enhanced own company profile and performance
	3.9

	More focus and support for local indigenous companies
	5.8

	Relatively high turnover of companies on some sites
	3.9

	Requirement for better regulation and company monitoring 
	2.0

	Total
	100.0


Other Comments

4.26 The survey also offered an opportunity for those on the former LEZ sites to raise general issues. Many issues are specifically orientated towards individual sites or indeed their own individual companies.

4.27 In general terms however, there would appear to be a desire for greater interaction between local companies, Scottish Enterprise Lanarkshire and North and South Lanarkshire Councils, as well as improved liaison between businesses located on individual sites. In some instances, it was felt that that there was little pro-active or marketing activity carried out by public agencies, and that perhaps more regular feedback to companies would be helpful, whether through regular meetings, seminars, or even newsletter bulletins. Several companies expressed interest in any marketing and training assistance that may be available. 

4.28 Clearly those companies opting to locate within the EZ during the lifetime of the programme will have benefited to varying degrees from the range of financial incentives available. However, despite being aware of the eventual requirement to pay rates, several thought it would have been useful to offer business development assistance in the period leading up to and beyond the transition from EZ to non-EZ. This issue has been raised by businesses across the zone, in relation to recent enquiries regarding back dated claims for payment of water rates, which following an initial period of confusion would now appear to be resolved.

4.29 On more site specific matters, businesses located on both Tannochside Park and Hamilton International Technology Park expressed concern over the poor level of public transportation to each site. This clearly has implications for the attraction of these sites, particularly in terms of attracting labour that may be dependent upon public transport services. This is particularly important where there are high volumes of employees accessing businesses at different hours, such as those employed within the customer service/contact call centre industries.

4.30 Occupiers of properties leasing from the North Lanarkshire Council at Excelsior Park in Wishaw raised issues regarding the complexity of landlord and tenant leasing arrangements, and apparent difficulties encountered in respect of property maintenance and repairs. Some feel that these issues are now beginning to affect the ongoing operations.

4.31 Major concerns have also been expressed over the need for maintenance and improvement works at East Shawhead. Businesses report increasing levels of vacancy, dereliction, graffiti and vandalism. This is having an effect on the overall appearance and attractiveness of the site, as well as adversely affecting perceptions of it as a business location. This we understand remains a maintenance issue for North Lanarkshire Council and other owners.

Survey of Lanarkshire Businesses

4.32 A broader postal survey of businesses in Lanarkshire and further afield but outside the former Enterprise Zone was carried out to help determine how the Lanarkshire Enterprise Zone has influenced wider industrial and business prospects in Lanarkshire. The survey sample was limited to businesses on a range of industrial estates and business parks, thus providing a comparable sample to the EZ businesses. (Appendix2 outlines the survey methodology)

4.33 The survey sought information on a wide range of issues including:

· Wider views on attitudes towards the Lanarkshire EZ from non-EZ companies;

· Perceptions of the Lanarkshire EZ significance at the Lanarkshire and Scotland level;

· Market linkages of companies to other firms located within the Lanarkshire EZ;

· Impacts upon the property and labour markets; and

· Qualitative information on the advantages, disadvantages and linkages with the EZ. 

4.34 In total 375 businesses were sent the survey questionnaire, attracting 52 fully completed responses (14%). While the response rate is disappointing, it is not atypical of comparable postal survey exercises. The survey has nevertheless yielded some useful information:

Employment

· The 52 responding businesses employed a total of 4,059 staff, just under 93% of whom were full-time ( a comparable level to businesses on the former LEZ);

· Nearly 70% of respondents employed fewer than 50 staff, and accounted for 17% of total jobs;

· 8% of responding companies employed over 250 staff, and represented nearly 53% of employment in this survey; and

· 42% of companies - a considerably higher proportion than on the former Enterprise Zone - have experienced some difficulties in staff recruitment issues, mainly related to shortages in specific skills and qualified staff.

Company Details

· 38% of respondents were involved in Construction, Building and Engineering, with further 8% each in Electronics and Electrical, and Food and Drink sectors;

· 53% of responding companies were located in East Kilbride (32%), Bellshill (13%) and Rutherglen (8%), although a wide geographical response was received;

· 34% of companies operated as subsidiary or branch plants, most with headquarters in England, USA or the Far East;

· 53% of companies were categorised as small businesses in terms of annual turnover, with a further 25% considered to be large companies;

· Nearly three-quarters of the responding businesses indicated that at least 80% of their staff lived in Lanarkshire. Twenty seven percent of firms had an all-Lanarkshire workforce; and

· Supplies and products appear to be sourced locally in Lanarkshire by most companies, where possible. While this differs from the information received from companies on the former EZ, it should be noted that significant supply purchases are also required from elsewhere in the UK, US, Continental Europe and the Far East.

Business Prospects and Performance

· Business performance in the last three years had been positive for 65% of companies, with only 15% experiencing a decline;

· 86% of companies have a positive outlook for the next three years, compared with a 4% negative sentiment; and

· 59% of companies had expanded business operations.

Property, Location and Investment

· Most companies (62%) were owner-occupiers, the remainder leasing their business premises. This compares to 13% owner-occupation and 87% leasehold in the former EZ;

· Only 11 companies (21%) had moved since 1993. All but two were previously located in Lanarkshire, highlighting the advantages of the location;

· Main factors in company relocation included: location, availability of premises, quality and facilities, and road/motorway linkages; and

· Main locations considered included: East Kilbride, Hamilton, Glasgow Area, Edinburgh and Lothian, and Stirling (i.e. a relatively tight area of search comparable to responding companies on the former LEZ).

Impact of the Lanarkshire EZ

4.35 The general external company perception of the Lanarkshire EZ is that it has been of considerable benefit to the Lanarkshire economy, particularly in the manufacturing and more traditional engineering sectors. However, only 21% of companies felt that the EZ had had a positive direct effect on their businesses. Most, 68% felt there had been no direct impact.

4.36 While businesses acknowledged that economic and physical revitalisation continues, the EZ has been successful in introducing a diverse range of new businesses to Lanarkshire, along with the provision of modern serviced accommodation and development sites.

4.37 Some reservations over the direction taken by the Lanarkshire EZ were observed. In particular, it was noted that greater support could be provided to local indigenous companies, whether large or small, as businesses see them as key to the long-term future of the area. It should be noted, however, that the findings of this research provides no firm conclusion to the wider perception that more assistance was made available to inward investors, than to the local indigenous workforce. 

Assessment of Outputs & Impacts

4.38 The survey of establishments, both on the former Lanarkshire EZ and outside it, provides the basis of our assessment of the net impact of the Lanarkshire Enterprise Zone and following on from this, a comparison of overall costs related to the benefits recorded. In assessing the additionality of employment generated by the former Enterprise Zone, displacement and leakage effects need to be accounted for. Previous evaluations of other Enterprise Zones have indicated large levels of displacement, and the extent to which this was the case in Lanarkshire has been built into our assessment. 

4.39 In the process of regeneration, initiatives or interventions such as the Lanarkshire Enterprise Zone introduce new economic activity to the 9 designated sites. Some of this will represent existing Lanarkshire companies relocating to the EZ and, unless expansion is enabled by the move, effectively constitutes displacement at the Lanarkshire level. Expansion enabled through the EZ location and other activity generated by companies new to the area or start up businesses enabled by the EZ would be considered as additional activity which can broadly be attributed to EZ designation.. At a level wider than Lanarkshire, displacement effects are likely to be greater. The level of economic activity which would have occurred regardless of EZ designation is referred to as deadweight or the counter-factual case.

4.40 In the process of generating new employment opportunities not all of the jobs will be gained by residents in the local travel to work area. This ‘leakage’ effect means that the employment benefits accruing to the area are reduced by the degree to which residents of other areas benefit from the employment opportunities generated. While this is clearly an issue in areas of higher accessibility, such as Lanarkshire, the leakage effect also varies according to the nature of employment generated. 

4.41 However, new development and company activity also has a significant impact and extends benefits to a wider area through additional economic activity at a local and regional scale. This derives from the additional supply purchase effects experienced by companies at local and regional level, and by the additional income and expenditure generated by employees translated into additional demand for goods and services. These multiplier impacts have also been taken into consideration in determining the net employment effects of Enterprise Zone designation in Lanarkshire. 
Area of Benefit 
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For the purpose of this evaluation, the Motherwell & Lanark Travel To Work Area (TTWA) is assumed to be the area of benefit i.e. the area in which most of the employment and investment benefits can be expected. 
Displacement

4.43 The creation of new employment through development potentially displaces employment from elsewhere. Therefore in assessing displacement the following questions require to be answered:

· Where are the initiative’s main competitors?

· Is the initiative likely to attract business away from these competitors?

· From where will the jobs be drawn? Will this be drawn from the available labour supply, displaced from other existing employers in the area, or will they migrate to the area?

· Where will the occupiers come from? Is this a new investment from outside the area, or relocation?

· If the initiative did not proceed, where will the potential occupiers be located?

4.44 To provide a context for understanding relative displacement rates, recent guidance
 in England derived from a review of evaluation research indicates that in the absence of specific local information the level of displacement/substitution can be assessed as follows:

Table 4‑8 Displacement Effects
	
	Displacement/substitution
	Displacement effect

	None
	No other firms affected/no substitution
	0% 

	Low
	There are expected to be some displacement/substitution effects upon local firms, although only to a very limited extent
	25%

	Medium
	About half of the activity would be displaced/substituted
	50%

	High
	A high level of displacement/substitution is expected to arise
	75%

	Total
	All of the activity generated will be displaced/substituted from other local firms
	100%


Source: DETR (October 2000)

4.45 However, specific questions were asked in the survey questionnaire to provide an indication on a company by company basis as to previous location, whether the move to the Lanarkshire EZ enabled new or expanded staffing levels or whether it safeguarded employment. These responses are therefore the starting point in our assessment. Where these particular aspects were not completed by respondents, we have applied assumptions, based on a combination of the guidance set out above, and observations from other companies on the former Lanarkshire EZ in similar sectors and of similar scale. Employment assumptions were used for some 20 businesses i.e. 22% of EZ businesses.
4.46 The survey responses indicated that in large part, investment in office, industrial and distribution floorspace was effectively limited to locations across the Central Belt of Scotland as most of the ‘competitor’ locations were found within this area. 

Leakage 

4.47 As with displacement, the survey responses form the basis for the evaluation of leakage effects. Where insufficient detail was provided, assumptions were developed based on actual responses. Average ratios for the proportion of employees living in Lanarkshire, other central Scotland, other Scotland and elsewhere were prepared for small, medium and large companies using the definitions employed previously (see Table 4‑1). Where these averages are not suitable, assumptions have been drawn from “Additionality: A Full Guide”, guidance prepared for English Partnerships and the Regional Development Agencies. This assesses leakage effects as follows:

· None (0%) - All of the benefits go to people living in area / the target group;

· Low (10%) - The majority of benefits will go to people living within the area;

· Medium (25%) - A reasonably high proportion of the benefits will be retained within the area;

· High (50%) - Many of the benefits will go to people living outside of the area of benefit;

· Very high (75%) - A significant proportion of those benefiting live outside of the area of benefit; and

· Total (100%) - All of the benefits go to people living outside of the area of benefit.

Multipliers 

4.48 Multipliers are taken from the Input-Output Tables for Scotland 2000 which were published in January 2004
 employing Type 2 Multipliers.

Table 4‑9 Relevant Industry Multipliers to the Lanarkshire Enterprise Zone
	Other Business Services
	1.239
	Paper and Board Products
	1.453

	Insulated Wire and Cable
	1.241
	Man-Made Fibres
	1.525

	Plastic Products
	1.294
	Sanitary Services
	1.955

	Receivers for TV & Radio
	1.502
	Miscellaneous Foods
	1.648

	Electrical Equipment nes
	1.476
	Special Purpose Machinery
	1.592

	Bread, Biscuits, etc
	1.423
	Other Transport Equipment
	1.640

	Postal Services
	1.196
	Other Service Activities
	1.430

	Electric Motors and Generators
	1.445
	Miscellaneous Manufacturing nes
	1.449

	Wholesale distribution
	1.457
	Timber and Wood Products
	2.002

	Furniture
	1.326
	Public Administration
	1.586

	Metal Forging, Pressing, etc
	1.429
	General Purpose Machinery
	1.434

	Renting of Machinery
	1.546
	Market Research
	1.451

	Distribution and Motor Repair, etc
	1.381
	Computing Services
	1.946

	Printing and Publishing
	1.548
	Telecommunications
	2.475

	Electronic Components
	2.014
	Construction
	2.089

	Glass and Glass Products
	1.585
	Insurance and Pension Funds
	3.988

	Domestic Appliances nes
	1.488
	
	


4.49 After applying the various assumptions, the present employment situation on the former Lanarkshire Enterprise Zone can be illustrated. Appropriate adjustments have been made to allow for displacement, leakage, and the various multiplier effects. 
4.50 Comparison with the initial employment assumptions adopted at the inception of the Lanarkshire Enterprise Zone (see Table 3.5) shows that direct employment levels are substantially below the target for employment excluding construction employment. However, the scale of the shortfall can in large part be attributed to the closure of the Chunghwa Picture Tubes facility and other significant inward investments attracted to Lanarkshire in the early to mid-phases of the Enterprise Zone’s lifetime. As the initial estimates were based on 100% development of the Enterprise Zone, this is further compounded by the remaining availability of development land on the former Enterprise Zone sites. 

Table 4‑10 Lanarkshire EZ – Summary of Employment Outputs

	
	
	Actual
	 Target

	No. of businesses (Spring 2004)
	
	89
	-

	Floorspace (million sq.ft)
	
	3.318
	5.673

	Employees 
	 
	 
	 

	Gross
	
	-
	-

	Direct (FTE)
	
	8,429
	 12,222

	
Additionality Factors
	
	
	

	Displacement
	 
	 
	 

	Across Lanarkshire
	25%
	
	 -

	Jobs after displacement - Lanarkshire
	
	6,335
	

	Across Scotland
	47%
	
	

	Jobs after displacement – Scotland
	
	4,487
	 -

	Leakage
	 
	 
	 

	% employment ex Lanarkshire 
	15%
	
	

	Jobs after leakage – Lanarkshire
	
	5,394
	5,579

	% employment ex Scotland
	0%
	
	

	Jobs after leakage – Scotland
	
	4,487
	 -

	
	
	
	

	Multiplier Effects 
	 
	 
	 

	Lanarkshire
	1.53
	
	

	 Scotland
	1.56
	
	 -

	Net Additional Employment
	
	
	

	Lanarkshire 
	
	8,253
	7,493

	Scotland
	
	7,000
	

	 
	 
	 
	 

	Construction-related employment
	
	1,389
	1,170

	Additional GVA 2004 (2004 prices) £m
	
	341.11
	-


4.51 There may be a temptation with the benefit of hindsight to suggest that the emphasis on inward investment acted to suppress achievement. However, it is acknowledged that, while such investments have not proved sustainable in the medium to long term, they nonetheless made a valuable contribution to the Lanarkshire economy while they were operational, both in terms of their local employment effects but also in sustaining demand for goods and services in the local economy. This ‘churn’ has assisted in generating employment, income and GVA benefits to the Lanarkshire economy through the lifetime of the Enterprise Zone.

4.52 The initial targets also made broad assumptions regarding additionality relative to both inward investing and indigenous businesses. This predated guidance prepared in conjunction with the RAPID programme and indeed, the guidance provided in HM Treasury’s Green Book and related documentation. The present analysis is consistent with this guidance. Moreover, original assumptions on the multiplier effects of economic activity in particular sectors were reliant on data prepared in the mid-to-late-1970s some of which related to broader industrial groupings. As stated earlier, this analysis makes use of the Scottish Executive’s 2000 Input-Output Tables.

4.53 Based largely on the findings of the Business Survey, estimated levels of additionality are higher than anticipated, with only 25% of employment displaced at the Lanarkshire level. At this level, seventy five percent of the employment opportunities would not have been available without the Enterprise Zone. The figure reduces to 53% for Scotland, since businesses would have developed elsewhere in the country in the absence of the EZ. 

4.54 However, application of the more recent guidance suggests that while direct employment was more limited than originally envisaged, the net employment effects are broadly consistent with the original targets. The outcome of 8,253 net additional FTE positions is 10% higher than the target of 7,493.

4.55 The original assumptions also estimated that some 1,170 FTE positions would be created in the course of implementing development on the Lanarkshire Enterprise Zone. By March 2003, the Lanarkshire Enterprise Zone had witnessed development of 2.03 million sq m (21.9 million sq ft) of development, 85% of which was industrial/distribution accommodation, the remainder being developed as office floorspace. In the absence of comprehensive data on development costs, construction costs have been estimated by applying standard rates per sq m for different types of floorspace
. Construction-related investment is estimated at £767.45 million. Consistent with recent guidance, which assumes one person year of construction employment is generated by each £55,000 of development cost
, and that 10 person years of employment are equivalent to a FTE job, it is estimated that 1,389 construction-related jobs have been created. 
Other Outputs

4.56 A review of the annual monitoring reports for the operational enterprise zones prepared for the Department of the Environment from 1994 (and Department of Environment Transport & the Regions/Office of the Deputy Prime Minister subsequently) highlights the various outputs reported and the profile of their generation over time. Data collected in the various annual reports has been compiled from various sources:

· Land & property: physical surveys, SE Lanarkshire (as Zone Managers), developers, investors and agents. Typical rental values were estimated by Strutt & Parker;

· Economic activity & employment: physical surveys, information supplied by SE Lanarkshire, business surveys and SE Lanarkshire estimates;

· Private sector investment: construction investment excluding non-integral plant and machinery. Investment estimated on the basis of completed floorspace; and

· Public sector receipts: including rent on publicly owned property, capital receipts from sale of land and property. The information was provided by SE Lanarkshire and North and South Lanarkshire Councils (and their predecessors). 

Use of Enterprise Zone Land 

4.57 Following major activity in the first five years of the Lanarkshire EZ, development activity slowed, reflecting more limited availability of opportunities in the zone. It also became apparent that the area of developable land was somewhat lower than the assumptions used in developing the initial targets. The developable area was also limited by public sector infrastructure provision, mainly in the form of access roads. By 2002/2003, some 58% of land on the EZ was either developed or under construction, 32% was vacant.

4.58 Allowing for delays due to site servicing, the build up of floorspace construction reflects a similar pattern. By 1998/1999, some 77% of the floorspace constructed over the life of the Lanarkshire EZ had been completed, that is, 81% for industrial and warehousing floorspace and 61% for office floorspace. As Table 4.10 shows, 1997/1998 saw a significant spike in activity. Following a subsequent lull in development activity, development increased towards the end of the lifetime of the zone, reflecting a pattern seen in other areas.

Figure 4‑3 Physical Condition of Land (hectares)
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4.59 Other than in the first two to three years, when vacant floorspace accounted for a majority of the employment space brought forward, occupation rates have varied between 87% and 93% of developed floorspace.
Table 4‑11 Profile of Floorspace Development (sq m)

	 
	Office 
	Industrial / Warehousing 
	ALL

	 
	Vacant
	Occupied
	Total
	Vacant
	Occupied
	Total
	Vacant
	Occupied
	Total

	1994/5
	2,930
	0
	2,930
	22,061
	2,893
	24,954
	24,991
	2,893
	27,884

	1995/6
	8,395
	4,532
	12,927
	26,860
	29,329
	56,189
	35,255
	33,861
	69,116

	1996/7
	4,589
	11,497
	16,086
	48,980
	52,013
	100,993
	53,569
	63,510
	117,079

	1997/8
	2,345
	32,692
	35,037
	23,652
	189,767
	213,419
	25,997
	222,459
	248,456

	1998/9
	2,358
	35,932
	38,290
	30,387
	206,862
	237,249
	32,745
	242,794
	275,539

	1999/00
	2,346
	42,353
	44,699
	28,809
	227,800
	256,609
	31,155
	270,153
	301,308

	2000/01
	2,346
	42,353
	44,699
	20,485
	244,857
	265,342
	22,831
	287,210
	310,041

	2001/02
	317
	55,930
	56,247
	26,026
	247,562
	273,588
	26,343
	303,492
	329,835

	2002/03
	2,972
	59,983
	62,955
	44,615
	248,229
	292,844
	47,587
	308,212
	355,799


4.60 At the same time, rental values for larger industrial and warehousing units have seen little growth over the course of the development of the Lanarkshire EZ, indeed rents appear to have fallen in real terms. However, office rental growth has been significant, reflecting both general market conditions and the limited supply of relatively modern office floorspace in out of centre and accessible locations not only in the zone but in the areas surrounding it. Table 4‑12 shows typical estimated rental values for new property in each EZ. It relates to net (effective) rents, equal to headline rents less the value of any incentives such as rent-free periods. Figures are approximate. 
Table 4‑12 Estimated Rental Values (£ per sq m for new property)

	
	Industrial (by unit size, sq m)
	Offices

	 Year
	<500
	
	501-1,000 
	
	 1,001+
	
	 
	

	
	Current prices
	2003/4 prices
	Current prices
	2003/4 prices
	Current prices
	2003/4 prices
	Current prices
	2003/4 prices

	1994/5
	43.1
	55.3
	43.1
	55.3
	40.4
	51.8
	96.9
	124.2

	1995/6
	55
	69.5
	47.5
	60.0
	32.5
	41.1
	90.0
	113.7

	1996/7
	50
	61.4
	48.0
	59.0
	45.0
	55.3
	85.0
	104.4

	1997/8
	47.5
	56.4
	45.0
	53.5
	42.5
	50.5
	100.0
	118.8

	1998/9
	47.5
	55.0
	47.5
	55.0
	50.0
	57.9
	110.0
	127.5

	1999/00
	47.5
	53.5
	45.0
	50.7
	42.5
	47.9
	110.0
	123.9

	2000/01
	47.5
	52.4
	47.5
	52.4
	42.5
	46.8
	115.0
	126.7

	2001/02
	50
	54.5
	49.0
	53.4
	45.7
	49.8
	134.5
	146.5

	2002/03
	50
	53.1
	49.0
	52.1
	42.0
	44.6
	130.0
	138.1


4.61 Consistent with its original intention, the business profile of the Lanarkshire EZ has been dominated by industrial and distribution activity since its inception, although financial and related business activity has also been a consistent feature. The increase in the latter sectors of activity reflects a simultaneous expansion of finance and related activity in the broader economy. Much of the activity carried out by companies on the former Lanarkshire EZ sites is concerned with either servicing customer requirements e.g. contact centre activity or in provision of inter-business services. 

Table 4‑13 No. of Industrial / Commercial Establishments by Activity

	 
	Manufacturing
	Construction
	Distribution
	Transport etc.
	Finance services
	Real estate & business activity
	Public admin, education
	Other
	Total

	1994/5
	3
	0
	0
	2
	0
	0
	0
	0
	5

	1995/6
	13
	0
	4
	1
	1
	1
	1
	0
	21

	1996/7
	21
	0
	7
	2
	3
	11
	1
	1
	46

	1997/8
	31
	3
	15
	5
	4
	24
	3
	0
	85

	1998/9
	40
	4
	19
	8
	6
	22
	1
	0
	100

	1999/00
	47
	5
	17
	8
	4
	34
	1
	1
	117

	2000/01
	48
	6
	20
	7
	4
	35
	1
	1
	122

	2001/02*
	37
	4
	21
	4
	4
	12
	4
	0
	86

	2002/03*
	36
	8
	25
	2
	4
	16
	3
	0
	94

	2003/2004
	39
	4
	18
	8
	5
	9
	2
	4
	89


* Different sector definitions may have been applied in these years. Figures presently in draft form.

4.62 The importance of service sectors is underlined when considering related employment. While businesses in the manufacturing and distribution sectors represented 64% of Lanarkshire EZ companies, they accounted for just 44% of employment on the Zone. At the same time, the finance and business sectors, while only concerning 16% of businesses employed 36% of staff on the former Lanarkshire EZ, a reflection of the size of companies in this sector attracted to establish operations in Lanarkshire. The public sector, in the form of both local authority and Central Government departments accounts for over 11% of employment on the former Lanarkshire Enterprise Zone.

Table 4‑14 Employment by Activity

	 
	Manufacturing
	Construction
	Distribution
	Transport etc.
	Finance services
	Real estate & business activity
	Public admin, education
	Other
	Total

	1994/5
	807
	0
	0
	35
	0
	0
	0
	0
	842

	1995/6
	1,358
	0
	276
	92
	158
	30
	92
	0
	2,006

	1996/7
	1,570
	0
	382
	97
	584
	66
	140
	0
	2,839

	1997/8
	2,699
	10
	896
	71
	948
	407
	377
	0
	5,408

	1998/9
	3,063
	12
	916
	276
	2,026
	532
	375
	0
	7,200

	1999/00
	2,998
	151
	894
	276
	2450
	1157
	375
	30
	8,331

	2000/01
	3,085
	181
	1178
	267
	2,450
	714
	375
	30
	8,280

	2001/02*
	2,278
	163
	1525
	251
	1,984
	603
	722
	0
	7,526

	2002/03*
	2,255
	258
	1794
	14
	398
	2340
	264
	0
	7,323

	2003/2004
	2,661
	213
	1,018
	357
	2,325
	637
	951
	268
	8,429


* Different sector definitions may have been applied in these years. Figures presently in draft form.

4.63 Most of the local authority interest in the Enterprise Zone as a landowner was relinquished before local government reorganisation in 1996. According to the most recent available figures, the public sector has realised over £34 million through receipts from EZ land sales.

Table 4‑15 Public Sector Receipts

	
	Current prices
	2003/2004 prices

	 
	Local Authority
	SE/LDA
	Total
	Local Authority
	SE/LDA
	Total

	1994/5
	2,048
	1,777
	3,825
	2,588
	2,246
	4,834

	1995/6
	909
	1,924
	2,833
	1,116
	2,363
	3,480

	1996/7
	0
	2,068
	2,068
	0
	2,458
	2,458

	1997/8
	0
	7,359
	7,359
	0
	8,527
	8,527

	1998/9
	0
	1,845
	1,845
	0
	2,078
	2,078

	1999/00
	0
	2,776
	2,776
	0
	3,060
	3,060

	2000/01
	0
	2,273
	2,273
	0
	2,476
	2,476

	2001/02
	0
	4,957
	4,957
	0
	5,267
	5,267

	2002/03
	0
	1,969
	1,969
	0
	2,024
	2,024

	Total
	2,957
	26,948
	29,905
	3,705
	30,497
	34,202



Source: EZ Monitoring Reports

4.64 The profile of land sales has been relatively even throughout the lifetime of the zone with notable exceptions in 1997/1998 and 2001/2002. However, the overall scale of receipts compares well with the figures contained in the initial Treasury submission, which anticipated capital receipts of some £6.6 million, albeit at 1991 prices. At 2003/4 prices, capital receipts from land sales between 1994/5 and 2002/3 totalled £34.2 million compared with an initial forecast of £8.97 million.

Table 4‑16 Public Sector Costs (£, 000s, 2003/2004 prices)

	
	Public Sector Costs £ ,000s
	

	
	Rates Revenue Foregone
	Exchequer Cost of EZ Capital Allowances
	Expenditure on Land and Infrastructure
	Total 

	1993/4
	£0
	£0
	£40,312
	£40,312

	1994/5
	£25
	£1,663
	£8,328
	£10,017

	1995/6
	£318
	£4,327
	£12,605
	£17,250

	1996/7
	£1,226
	£2,251
	£6,960
	£10,438

	1997/8
	£3,711
	£10,723
	£3,942
	£18,376

	1998/9
	£7,265
	£5,664
	£2,025
	£14,954

	1999/00
	£6,209
	£1,878
	£891
	£8,977

	2000/01
	£6,873
	£700
	£478
	£8,052

	2001/02
	£8,042
	£5,971
	£0
	£14,013

	2002/03
	£8,689
	£3,285
	£408
	£12,382

	Total 
	£42,359
	£36,462
	£75,949
	£154,770


4.65 The figures represent total estimated public sector costs in implementing the Lanarkshire Enterprise Zone. Of the £154.8 million total, just over half, some 51% was related to the provision of Enterprise Zone benefits, the remainder being absorbed in site preparation and infrastructure costs. The cost to the Exchequer of EZ capital allowances is consistent with that originally envisaged (see Table 3‑1). At first glance, public sector development costs appear significantly higher than the £5.5m originally envisaged. However, comparison with the revised forecasts of £55 million (£74.7million at 2003/2004 prices) presented to the Lanarkshire EZ management team in December 1992 suggests that the final outturn figure is within 2% of that envisaged before formal designation of the zone.

4.66 Moreover, these are gross costs. They do not reflect receipts from the sale of sites owned by local authorities and public agencies. Nor do they reflect the rates revenue presently generated by occupiers of the former EZ sites (although it is acknowledged that the original submission to Treasury assumed that the discounted value of the rates paid following zone de-designation would offset the discounted value of rates relief granted during designation to the extent that investment was additional). 

4.67 Equally, income tax has been generated each year by the additional jobs created through the Lanarkshire Enterprise Zone providing further resources to the public purse. In addition, to the extent that additional economic activity has led to increased sales and profit, additional corporation tax receipts will have been generated. Moreover, public sector investment in land and infrastructure has generated a return in increasing land values (acknowledging that dependent on the timing of public sector disposal, the benefits of enhanced income value are likely to have been captured by the private sector). 

Table 4‑17 Summary of Outputs (all monetary values 2003/2004)

	Public Sector Cost Per Hectare of Land Brought Forward (Unadjusted)

	
	Public Sector Costs 
	Developed land (ha.)
	Cost per ha.

	Total to date
	£120,568,384*
	140
	£861,203


*(development) net of receipts
	Public Sector Cost Per Job (Unadjusted)

	
	All Public Sector 
	Gross employment
	Cost per Job (gross)
	Net additional employment
	Cost per Job (net)

	(net of receipts)*
	£120,568,384
	8,429
	£14,305
	8,253
	£14,609

	(net of receipts & rates foregone)
	£78,209,649
	8,429
	£9,279
	8,253
	£9,476


*some of the receipts may include public sector transfer

	Percentage of Vacant Land
	
	

	
	Total (ha)
	Vacant & Derelict (ha)
	% Vacant

	Total to date
	205
	65
	32%


	Employment Densities
	
	

	
	Occupied Floorspace (sq m)
	Jobs 
	Sq m per Job

	All
	308,212
	8,429
	37

	Offices*
	59,983
	4,181
	14

	Industrial / Warehousing 
	248,229
	4,248
	58


*Includes call centre floorspace
	Net Plot Ratio (Built Floorspace per Hectare of Developed Land)

	
	Developed Land(ha)*
	Floorspace (sq m)
	Plot Ratio

	Total to date
	117
	355,799
	30%


*Excludes areas under construction or occupied by roads etc.
Gross Value Added 

4.68 Paragraphs 2.7 and 2.16 outline change in GVA in Scotland and Lanarkshire. As shown above, the Lanarkshire Enterprise Zone has generated a large volume of industrial and commercial development, which in turn has generated increased employment across Lanarkshire. Additional GVA will also have been generated through the increased economic activity. A broad estimate of the GVA effects of the Lanarkshire EZ has been made adopting the following steps:

· Establishing sectoral GVA for Scotland at 2001 from ONS data;

· Establishing sectoral employment to enable an assessment of sectoral GVA per employee (using data from the ONS quarterly employee jobs series); 

· Application of average GVA figures to the sectoral profile of additional employment observed on the Lanarkshire EZ in March 2004; and

· Rebasing all monetary values to 2003/2004 prices.

4.69 As the latest sectoral GVA data relates to 2001, it has been assumed that GVA for subsequent years has remained constant at 2001 levels. On this basis, it is estimated that the additional GVA impact of the Lanarkshire Enterprise Zone in 2003/2004 was £341 million.

4.70 While it is acknowledged that comprehensive survey and evaluation exercises have not been carried out annually on the Enterprise Zone sites, we have made a broad estimate of GVA impacts over the lifetime of the zone, again using sectoral GVA data and sectoral employment data (1993-2003 )from ONS.

4.71 At a sectoral level, the assessment assumes that the relationship between overall additionality (once allowing for displacement, leakage and multiplier effects) and direct employment developed for 2003/2004 applies to the previous years of EZ operation. These were as follows:

	· Manufacturing
	112%

	· Construction
	42%

	· Distribution
	71%

	· Transport, Telecoms etc
	69%

	· Financial
	130%

	· Real estate & business activity
	62%

	· Public administration
	68%

	· Other
	65%


4.72 Over the lifetime of the Lanarkshire Enterprise Zone, it is estimated that additional GVA generated by businesses on the zone amounted to £2.34 billion (at 2003/2004 prices), increasing Lanarkshire’s overall GVA between 1994 and 2003 by some 3.4%. It is estimated that some £48.52 million of this figure was generated by EZ construction activity.
Table 4‑18 Estimated LEZ Effects on Lanarkshire GVA

	Year
	Lanarkshire GVA (ex LEZ)
	LEZ additional GVA
	Lanarkshire
 GVA
	LEZ additional %

	1994/5
	£6,531
	£41.1
	£6,572
	0.6

	1995/6
	£6,485
	£86.9
	£6,572
	1.3

	1996/7
	£6,502
	£130.6
	£6,632
	2.0

	1997/8
	£6,541
	£232.9
	£6,774
	3.5

	1998/9
	£6,638
	£314.0
	£6,952
	4.6

	1999/00
	£6,737
	£357.9
	£7,095
	5.2

	2000/01
	£6,823
	£340.7
	£7,164
	4.9

	2001/02
	£7,128
	£281.2
	£7,409
	3.8

	2002/03
	£7,190
	£219.1
	£7,409
	2.9

	2003/04
	£7,072
	£337.1
	£7,409
	4.8

	
	£67,645
	£2,341.6
	£69,987
	3.4


4.73 Relative to the original targets, the Lanarkshire Enterprise Zone has performed relatively well. Taking a narrow definition of land brought forward for development, i.e. excluding land developed for infrastructure, some 119 hectares has been brought forward to date
, 69% of the 170 ha target. A more inclusive definition sees the area increase to 140 ha representing 83% of the target figure. 

4.74 The achieved cost per job outputs, ranging from £9,300 to £14,300, are substantially  below the levels observed in the 1987 or 1995 evaluations of UK enterprise zones ( £23,000 and £17,000
 respectively (or £40,954 and £21,485 at 2004 prices), and broadly consistent with the revised estimates at designation, i.e., once revised public sector development costs had been factored in. It is noted that the earlier evaluations focussed on gross employment effects.
4.75 Floorspace provision has lagged below the overall target of 527,000 sq m with some two-thirds of the target amount actually being developed. 
Remaining development capacity

4.76 There remains capacity for further development and therefore additional employment on the Lanarkshire Enterprise Zone sites. Most of the remaining area benefits from the availability of Golden Contracts (GC).   Our understanding of the position (Autumn 2004) is shown below: 

Table 4‑19 Remaining EZ Sites – Capacity for development
	Site
	Position
	Development capacity
	Timing (yrs)

	Brandon  St
	Completed
	-
	-

	E Shawhead
	Completed
	-
	-

	Airbles Road
	Potential extension of bank of Scotland floorspace (GC)
	30,000 sq.ft office
	1-3 

	Dunalastair
	Site (GC) available for likely distribution use. 
Organon expansion land 
	40,000 sq.ft 
65,000 sq.ft


	1-5 

	Hamilton ITP
	2 sites (GC) acquired by HF/AWG, one of which is pre-let to Scottish Power
Site (GC) in SE ownership for research (office/industrial)
	300,000 sq.ft offices
150,000 sq.ft


	1-5 
6-7 

	Tannochside
	Limited expansion land
	20,000 sq.ft offices
	1-5 

	Eurocentral
	Tritax (GC)
	390,000 sq.ft offices
370,000 sq.ft industrial

100 bed hotel
	1-10 

	
	Europoint   vacant floorspace               remaining capacity
	110,000 offices

40,000 sq.ft offices
	1-5 

	
	Lite On site (redevelopment)
	80,000 sq.ft
	1-10 

	
	EPL site B
	20,000 sq.ft office

213,000 sq.ft industrial/distribution
	1-10

	
	EPL site C
	17,500 sq.ft office

96,000 sq.ft industrial/distribution
	1-10

	
	EPL site D
	30,000 sq.ft industrial
	1-10

	
	EPL site F
	31,000 sq.ft office
325,500 sq.ft industrial/distribution
	1-10

	
	EPL site G
	30,000 sq.ft industrial
	1-10


4.77 We estimate that a further 2.25 million sq.ft could be developed on the remaining EZ area.  Using accepted research on employment densities
 for different uses, and assuming full occupation, it is estimated that the Lanarkshire Enterprise Zone has the potential to accommodate a further 7,700 jobs over the next ten to fifteen years.
Comparisons with Strathclyde Business Park

4.78 Given that both initiatives commenced in broadly similar timeframes, it is worth comparing the experiences at Strathclyde Business Park with the achievements of the Lanarkshire Enterprise Zone. It shares its accessibility benefits although clearly not the EZ incentives for development and occupation. 

4.79 Strathclyde Business Park commenced before Enterprise Zone designation, facilitated through a joint venture between LDA (now SEL), Morrison Developments (now AWG) and HF Developments called by Strathclyde Business Park (Development) Ltd

4.80 Since its incorporation in 1990 and approval in 1994, Strathclyde Business Park has developed as one of Scotland’s leading business parks offering a high quality of business and industrial accommodation in a high quality environment. The LECs involvement is principally linked to a £3.075 million loan facility, scheduled for repayment in 2004. 

4.81 As with the major Enterprise Zone sites, Strathclyde Business Park has been developed in accordance with a masterplanned approach. This has coupled with a relatively hands on approach to management of the Park through HF Developments, and a commitment to maintaining high quality accommodation in a high quality environment. Park management and maintenance, as well as a transport link to Glasgow City Centre which is funded by SBPD (Ltd). Close management is one feature which differentiates Strathclyde Business Park from the EZ sites.  From its inception, the development of Strathclyde Business Park has proceeded with the aim of attracting high quality development and subsequently occupiers. A Medipark was established in the mid 1990s and the park has been relatively successful in attracting companies within this sector. Other significant occupiers include William Grant Distillers, NTL, and Scottish Power. Small scale business units are also provided. Towards the rear of the park, units developed by North Lanarkshire Council have been well occupied since their construction. A Hilton hotel has also been developed at the park entrance alongside a Living Well health club. Small scale retail and restaurants services have also been developed.

4.82 An evaluation has been completed and a schedule of Strathclyde Business Park outputs is provided in Table 4.20, alongside those estimated for the Lanarkshire EZ. The scale of employment generated at Strathclyde Business Park emphasises the benefits of developing a high quality product in one of the most accessible (by road) locations in Scotland, and combining these advantages with close management to ensure that the quality of the offer is maintained.

Table 4‑20 Strathclyde Business Park Outputs

	
	Strathclyde Business Park
	Lanarkshire EZ

	
	
	Actual
	 Target
	
	Actual
	 Target

	No. of businesses (Spring 2004)
	
	 128
	-
	
	89
	-

	Floorspace (million sq.ft)
	
	1.110
	1.243
	
	3.318
	5.673

	Employees 
	 
	 
	 
	 
	 
	 

	Gross
	
	4,179
	4,049
	
	-
	-

	Direct (FTE)
	
	3,908
	-
	
	8,429
	 12,222

	Displacement
	 
	 
	
	 
	 
	 

	Across Lanarkshire
	64%
	
	  -
	25%
	
	 -

	Jobs after displacement - Lanarkshire
	
	1,391
	
	
	6,335
	

	Across Scotland
	84%
	
	
	47%
	
	

	Jobs after displacement – Scotland
	
	608
	 -
	
	4,487
	 -

	Leakage
	 
	 
	 
	 
	 
	 

	% employment ex Lanarkshire 
	46%
	
	
	15%
	
	

	Jobs after leakage – Lanarkshire
	
	745
	 -
	
	5,394
	5,579

	% employment ex Scotland
	4%
	
	
	0%
	
	

	Jobs after leakage – Scotland
	
	584
	 -
	
	4,487
	 -

	Multiplier Effects 
	 
	 
	 
	 
	 
	 

	Lanarkshire
	2.71
	
	 -
	1.53
	
	

	 Scotland
	1.73
	
	 -
	1.56
	
	 -

	Net Additional Employment
	
	
	
	
	
	

	Lanarkshire 
	
	2,023
	2,500
	
	8,253
	7,493

	Scotland
	
	1,008
	
	
	7,000
	

	Construction-related employment
	-
	247
	-
	
	1,389
	1,170

	Additional GVA 2004 (2004 prices) £m
	-
	137.12
	-
	
	341.11
	-


4.83 While SBP has generated direct employment equivalent to 46% of the Lanarkshire EZ level, it is clear that the different sites were clearly differentiated in market terms, with SBP targeting the requirements of HQ, high technology, prestige operations, while the Lanarkshire EZ, although high quality has clearly been part of the development at Tannochside and HITP, was concerned to develop a modern and marketable supply of general industrial and commercial floorspace in the area. 

4.84 This is clear when local benefits are considered. The levels of displacement and leakage associated with Strathclyde Business Park are higher at the Lanarkshire level than witnessed on the EZ. Occupation of units at Strathclyde Business Park was not subject to the application process in place for the Lanarkshire EZ, and therefore was not as concerned over displacement, or where employment opportunities are accessed from. A higher proportion of the employment opportunities at Strathclyde Business Park require high skill levels. Outside a major city, meeting these requirements in turn implies the ability to draw on a wider labour market area. The accessibility benefits enjoyed by Strathclyde Business Park also mean that a higher proportion of employment opportunities have been taken by residents outside Lanarkshire.
5 comparison with other enterprise zones

5.1 This chapter compares the performance of the Lanarkshire Enterprise Zone with other EZs operating concurrently in other parts of the United Kingdom. This analysis is based on:

· The annual monitoring reports prepared for all of the Enterprise Zones for DOE/DETR/ODPM; and 
· Discussions with individual zone managers in a limited number of comparator zones on different aspects of management. 

5.2 The ability to draw direct comparisons between individual Enterprises Zones is qualified by the variations between areas in terms of the: economic context for  EZ designation, the scale of the Enterprise Zone,  when the EZ was designated; the locations and sites chosen, and the management regimes applied .  While these factors are not discussed in detail in this report, it is worth commenting that it is clear that Lanarkshire and the EZ partners clearly absorbed the reported experience of previously designated zones in choosing EZ sites and in developing the supporting management and planning framework.  
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5.3 The Lanarkshire Enterprise Zone was considerably larger than any of its cousins in other areas, representing a concerted effort to tackle large scale industrial dereliction. Dearne Valley, the next largest in area, is just over 70% of the size of the Lanarkshire zone and in some ways has a comparable history of steel industry closure. However, the scale of derelict and contaminated land in the Dearne Valley EZ is considerably greater.

Table 5‑1 EZ Comparators by Size (Ha)

	EZ
	Designation Year
	End Year
	Hectares

	North West Kent (Chatham)
	1986
	1996
	27

	Inverclyde
	1989
	1999
	124

	Sunderland
	1990
	2000
	61

	Lanarkshire
	1993
	2003
	205

	Dearne Valley
	1995
	2005
	146

	East Durham
	1995
	2005
	93

	East Midlands
	1995
	2005
	120

	Tyne Riverside
	1996
	2006
	110


Table 5‑2 EZ Comparators – Status of Land

	 EZ
	Total 31st March 2001
	% Vacant Land
	% Developed Land
	% Other

	North West Kent (1995/96)
	27.0
	41%
	37%
	22%

	Inverclyde (1998/99)
	124.0
	51%
	32%
	17%

	Sunderland (1999/00)
	60.7
	4%
	83%
	13%

	Lanarkshire (2002/03)
	205.0
	32%
	57%
	11%

	Dearne Valley (2002/03)
	146.0
	37%
	55%
	8%

	East Durham (2002/03)
	92.0
	20%
	70%
	11%

	East Midlands (2002/03)
	120.0
	9%
	82%
	9%

	Tyne Riverside (2002/03)
	110.8
	27%
	64%
	9%

	Italics refer to EZs that are not de-designated 


5.4 Table 5‑4 shows the development of floorspace by type across the comparator Enterprise Zone. While the previous chapter indicated that the amount of floorspace developed in the Lanarkshire EZ is some 67% of that originally targeted, examination of the table below reveals the scale of this aspiration. Despite falling some way short of its forecast outcome, the scale of development in Lanarkshire exceeds that at East Midlands, the nearest in terms of scale, by some 79,000 sq m (854,000 sq ft). Over 80% of development is industrial or warehousing floorspace, a larger proportion than in any of the comparator areas with the exception of East Midlands.

Table 5‑3 EZ Comparators by Employment and Number of Businesses 

	 Zone
	Employment
	Businesses

	North West Kent (1995/96)
	1,989
	12

	Inverclyde (1998/99)
	3,830
	49

	Sunderland (1999/00)
	8,243
	169

	Lanarkshire (2002/03)
	8,394
	89

	Dearne Valley (2002/03)
	4,791
	69

	East Durham (2002/03)
	4,131
	32

	East Midlands (2002/03)
	5,658
	80

	Tyne Riverside (2002/03)
	6,945
	67

	Italics refer to EZs that are not de-designated 


5.5 Despite an emphasis on warehousing floorspace (with considerably lower average employment densities relative to industrial and commercial floorspace), employment levels on the Lanarkshire EZ exceed those recorded on comparable zones, perhaps indicating the areas good location and its appeal to larger businesses than some of the other zones.

5.6 However, it is emphasised that in some cases such comparisons provide only a snapshot. While North West Kent, Inverclyde and Sunderland, in common with Lanarkshire , no longer benefit from Enterprise Zone status, the remaining zones still have varying amounts of time from which to derive further benefits from rates relief and capital allowances (although to varying degrees the de-designated areas continue to benefit from capital allowances). 

Table 5‑4 EZ Comparators – Floorspace Stock (sq m)

	Zone
	Retail 
	Office 
	Industrial / Warehousing 
	Derelict
	Other

	
	V
	Occ
	Total
	V
	Occ
	Total
	V
	Occ
	Total
	V
	Occ
	Total
	V
	Occ
	Total

	North West Kent (1995/96)
	
	
	0
	5,383
	66,818
	72,201
	
	
	0
	6,503
	
	6,503
	
	6,642
	6,642

	Inverclyde (1998/99)
	
	841
	841
	2,443
	15,558
	18,001
	2,003
	81,891
	83,894
	4,055
	
	4,055
	
	101
	101

	Sunderland (1999/00)
	0
	3,644
	3,644
	20,425
	89,900
	110,325
	13,613
	48,911
	62,524
	0
	0
	0
	0
	5,095
	5,095

	Lanarkshire (2002/03)
	0
	0
	0
	2,972
	59,983
	62,955
	44,615
	248,229
	292,844
	0
	0
	0
	0
	0
	0

	Dearne Valley (2002/03)
	0
	0
	0
	61,744
	54,737
	116,481
	8,324
	105,102
	113,426
	0
	0
	0
	0
	0
	0

	East Durham (2002/03)
	0
	0
	0
	18,766
	33,151
	51,917
	40,529
	58,787
	99,316
	0
	0
	0
	0
	0
	0

	East Midlands (2002/03)
	0
	0
	0
	14,632
	13,778
	28,410
	33,190
	214,836
	248,026
	0
	0
	0
	0
	0
	0

	Tyne Riverside (2002/03)
	0
	3,106
	3,106
	24,253
	49,157
	73,410
	19,056
	177,257
	196,313
	0
	0
	0
	0
	0
	0


	Zone
	Total
	% of Total Stock

	
	V
	Occ
	Total
	Office
	Industrial /Warehousing

	North West Kent (1995/96)
	11,886
	73,460
	85,346
	85%
	0%

	Inverclyde (1998/99)
	8,501
	98,391
	106,892
	17%
	78%

	Sunderland (1999/00)
	34,038
	147,550
	181,588
	61%
	34%

	Lanarkshire (2002/03)
	47,587
	308,212
	355,799
	18%
	82%

	Dearne Valley (2002/03)
	70,068
	159,839
	229,907
	51%
	49%

	East Durham (2002/03)
	59,295
	91,938
	151,233
	34%
	66%

	East Midlands (2002/03)
	47,822
	228,614
	276,436
	10%
	90%

	Tyne Riverside (2002/03)
	43,309
	229,520
	272,829
	27%
	72%

	Italics indicate operational EZs
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Figure 5‑1 EZ Comparators - Land Developed or Under Construction

5.7 Figure 5‑1 shows the area of land developed or under construction in each zone as a percentage of the total land area divided by the number of years of EZ operation, enabling a comparison between Zones designated at differing times.

5.8 Similarly Figure 5‑2 shows the comparable position for floorspace development. On an annualised basis, development in Lanarkshire has not proceeded at the same rate relative to its land area as in almost every other comparator area, with the exception of Inverclyde. 

Figure 5‑2 EZ Comparators – Floorspace Stock
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5.9 A similar pattern is evident when developing an annual rate of employment relative to the EZ land area, with Sunderland, NW Kent and Tyne Riverside demonstrating considerably higher employment outputs on an annual basis per hectare of land designated.

Figure 5‑3 EZ Comparators – Employment Rates
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5.10 The scale of the Lanarkshire zone meant that it would always struggle to achieve the scale of development proportionate to its land area witnessed in the other zones. Table 5.5 provides a more meaningful comparative analysis, examining employment densities achieved in built floorspace. The considerably greater scale of development achieved in Lanarkshire is not reflected in a major difference in employment densities.

5.11 The average employment density achieved is 31 sq m per employee. Lanarkshire is within 20% of this figure, and interestingly achieves a density more similar to NW Kent which saw predominantly office based development. 

Table 5‑5 EZ Comparators – Employment Densities (Sq m per Job)
	Zone
	Sq. m. per Job

	North West Kent (1995/96)
	36.9

	Inverclyde (1998/99)
	25.7

	Sunderland (1999/00)
	17.9

	Lanarkshire (2002/03)
	36.7

	Dearne Valley (2002/03)
	33.4

	East Durham (2002/03)
	22.3

	East Midlands (2002/03)
	40.4

	Tyne Riverside (2002/03)
	33.0


5.12 Relative to its initial objective i.e. to be recognised as the best Enterprise Zone in the UK, it would be fair to say that in terms of the size of the task it approached and the scale of the physical outputs achieved that it has in large part achieved this. Moreover, additional outputs may have been registered had the Lanarkshire EZ been able to retain significant inward investments.

6 site DEVELOPMENT HISTORY

6.1 The following is a brief property development history of the 9 sites which comprised the Lanarkshire Enterprise Zone (see Figure 3‑1).
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Brandon Street, Hamilton
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6.2 This town centre site was owned by Hamilton District Council (now South Lanarkshire Council). Following designation, an early agreement was reached with Morrison Developments in relation to a speculative office scheme. This was developed on the basis of securing external tax driven investment funding for the entire development as a single lot size. Insufficient funds were raised and as such, this development failed.

6.3 Subsequently, this was re-enacted through a joint venture involving Scottish Enterprise Lanarkshire and Akeler Scotland and the development of 70,000 sq ft in 3 linked buildings of 40,000 sq ft, 20,000 sq ft and 10,000 sq ft. This was successfully funded by Matrix Securities and subsequently, an initial 40,000 sq ft let to Hamilton District Council (now South Lanarkshire Council) which was later supplemented by a further 20,000 sq ft. The remaining 10,000 sq ft is multi-let to occupiers including Land Securities Trillium.

6.4 This investment was recently sold following the expiry of the 7-year funding period within which investors cannot sell without triggering clawback of the tax benefits associated with EZ investments.

6.5 Brandon Street’s anchor is South Lanarkshire Council, effectively generating displacement of outputs attributable to its development from the Council’s previous premises. Nonetheless, development has enabled an improvement in Hamilton’s stock of business accommodation as well as enabling more customer focussed service delivery of Council functions.

Blantyre Park / Hamilton International Technology Park
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6.6 This 116 acre site was owned by Scottish Enterprise and required substantial works to enable development to take place. Indeed, the net developable area is only 79 acres. There is a water capacity issue for manufacturing, which restricts potential users on the site. In addition, part of the site was steeply sloping and required to be entirely remodelled to provide level plateaux capable of development.

6.7 In the LEZ’s initial stages, the site was earmarked by Locate in Scotland for single user, high amenity purposes, requiring approximately 25 acres. This had no statutory status through planning controls rather it formed part of a comprehensive profile of opportunities offered by the Lanarkshire EZ.

6.8 The site was serviced on a phased basis with owner occupiers transactions concluded with Scottish & Universal Newspapers, Dupont Photomasks and a bespoke development procured by Akeler for One 2 One. Speculative space was procured following the appointment of Akeler Developments plc as joint venture partner with Scottish Enterprise and LDA, in the form of Akeler (Scotland) Limited.

6.9 Funding was sought in this instance for 5 buildings with sufficient funds secured for two 100,000 sq ft high quality production buildings. These lay vacant for some time prior to letting to Rosti and Flextronics. Four phases have subsequently been completed with the help of ERDF support.

6.10 Plot 7 was sold in its entirety to First Direct/HSBC, albeit with development obligations for phased development. As part of this transaction, Plots 8 and 9 were also held under option. While one building was developed for First Direct, the options expired, returning the land to Scottish Enterprise Lanarkshire’s sole ownership. The remaining land at Plot 7 has subsequently been sold to AWG/HF Developments, who have undertaken a master planning exercise and currently have 2 office buildings totalling 70,000 sq ft in total.

6.11 The land at Plot 1 was the subject of a land disposal tender by Scottish Enterprise which was won by AWG/HF Development. Two buildings have been developed, one of which is operated as a serviced office as a subsidiary of HF Developments Limited. The remaining building of 46,000 sq ft is completed and currently available.

6.12 Two Akeler (Scotland) industrial buildings are available. They have never been let and one lease is for sale through SEL. Two existing leases in Phase 1 (Rosti and Flextronics) are also available and the Dupont building has subsequently been sold to Intense Photonics.

6.13 Generally, Hamilton International has been successful in getting space developed although there is now a surplus of production space, largely due to the downturn in the electronics sector.

6.14 Golden contracts have been put in place by Scottish Enterprise Lanarkshire at Plots 8/9 and by AWG/HF Developments for the remaining land at Plot 7.

HSBC/First Direct 

6.15 First Direct, a subsidiary of Midland Bank (and part of the HSBC group) was one of the first and most successful ‘no branch’ banks. They chose to expand their business on a 25 acre site at Hamilton International Technology Park, with potential to expand to accommodate up to 3,000 jobs in 3 phases. Again, such investments also involved higher quality financial services posts, leading to major pressure to land the project in Scotland. While purchasing the main site, there were also a options over 2 plots covering a further 9 acres

6.16 Growth in its markets slowed due to increasing competition and increased reliance on technology and as such, only one phase was completed. The 2 plots were returned to SEL’s ownership and the remaining land sold to developers AWG/HF Developments for office development. Two buildings have recently been completed speculatively and there is capacity under ‘golden contracts’ for a further 170,000 sq ft. While again there was a financial clawback to SEL, control over subsequent development has been diluted.

6.17 HITP has possibly suffered from competition from other market offers relatively more than other Enterprise Zone sites. In addition to the town centre offers represented by Brandon Gate and Airbles Road, Motherwell, a strong portfolio of potential opportunities has been maintained at East Kilbride, which prior to EZ designation was considered to have the highest quality sites in the area. 

6.18 When the EZ was in place, South Lanarkshire Council continued to promote other sites including those at Langlands South, Phillipshill, Craighead and Kelvin South. Overall, while the product has improved, Council officers’ view is that an office market has not been created as a result of EZ designation. There has been little speculative development outside the EZ sites and the commercial market generally in South Lanarkshire has remained very slow. The impact of the Enterprise Zone is therefore considered to be neutral by South Lanarkshire Council officers. HITP and Brandon Gate have complemented existing proposals and increased choice outside East Kilbride, which remains the key commercial and industrial location generating momentum in South Lanarkshire.

6.19 EZ designation at Brandon Street and at HITP has however enabled a rationalisation of older office and industrial premises, particularly those in poor locations. While this would have occurred through time without EZ designation, the availability of land and premises with the EZ benefits accelerated the process.
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Dunalastair
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6.20 Initial site servicing was undertaken on this 17 acre site by SEL. Subsequently a tender was issued for a private sector developer to undertake second phase infrastructure works including road infrastructure and the culverting of a burn in return for control of the land. Some of the land was also compulsorily purchased by the Scottish Executive for the potential upgrading of the A8/M8.

6.21 Two plots have been sold by the appointed developer HBG/SPI to the adjoining occupier, Organon, one of which is used as a car park, while the other lies undeveloped.

6.22 A bespoke 20,000 sq ft was pre-let to Grattan who uses it as a distribution hub and a speculative 30,000 sq ft building currently remains vacant. One single plot remains available which is subject to a golden contract from Scottish Enterprise Lanarkshire.
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Airbles Road, Motherwell

6.23 [image: image29.jpg]
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Airbles Road was the subject of levelling infrastructure works by Scottish Enterprise, the land owners. Plot B was sold to the Bank of Scotland who constructed an office building used as a call centre on the site and have put in place a golden contract on the expansion land.

6.24 Plot A was subsequently put on the market for speculative office development which was won by AWG Developments/HF Developments. The 46,000 sq ft Trigon Building was developed and forward funded in the enterprise zone tax shelter investment market and let prior to practical completion to Land Securities Trillium on behalf of the Department of Work and Pensions who operate a call centre.

East Shawhead

6.25 [image: image31.jpg]


This 13.7 acre site adjoins an existing industrial estate owned and developed by the then Monklands District Council (now North Lanarkshire Council)

6.26 A speculative industrial building was first developed by NIG Skandia with financial assistance from Monklands District Council. The buildings have had a turnover of lettings and bespoke units were also developed for food manufacturers, Grand Productions [image: image32.jpg]
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and electronic sub-contractor, Retronix.

6.27 East Shawhead is subject to major security problems. The units provided are also larger than most occupiers seek in the present market.
Calder Street, Coatbridge
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6.28 Calder Street was developed on a phased basis by Scottish Enterprise Lanarkshire and Monklands District Council following clearance and decontamination of the site. The first development on the site was undertaken on a head lease basis between Monklands District Council and Transbritannia Properties although subsequent plots have largely been for bespoke development with occupiers including Lees of Scotland, Wallace’s Express, TF Electronics and Henry Colbeck.

6.29 The majority of occupiers are local businesses, commonly occupying properties of 1,000-20,000 sq ft. The sole exception is Lees of Scotland, who were taken over following financial difficulties and 150 jobs safeguarded.

6.30 There is a public sector occupier at Calder Street, this being Lanarkshire Enterprise Services (formerly Monklands Enterprise) who invested in the Atrium Business Centre, which has been successful in accommodating start up companies.
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Tannochside Park
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6.31 Tannochside was part owned by Motherwell District Council (now North Lanarkshire Council) and Scottish Enterprise Lanarkshire. Phased infrastructure works were undertaken. It was previously expansion land for the former Caterpillar plant. The main site is now in residential and neighbourhood retail use.

6.32 Three speculative developments have been procured on the site with the first 2 phases for industrial use occurring in the early part of Enterprise Zone designation. They are now occupied by Kwik-Fit Insurance Services, Guilbert and West of Scotland Packaging amongst others. Subsequently, an office development was undertaken on a speculative basis and let to Wimpey Homes and ADT.

6.33 The remaining land is being developed on a bespoke basis as mixed manufacturing, distribution and office use. Occupiers include Watson & Philip, Oakwood Foods, Amari Plastics, Orange Telecommunications and JLG Industries.

6.34 Existing buildings available include the Phase 1 Kwik-Fit Insurance industrial building which has been converted to call centre use and following the company’s receivership, the former West of Scotland Packaging building (45,000 sq ft) and Morrison Construction’s office building.

6.35 Most of the occupiers on the EZ were looking for freehold opportunities and Tannochside’s experience reflects this. North Lanarkshire Council’s interest in Tannochside was sold entirely to occupiers, or developers building for occupiers.
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Excelsior Park, Wishaw
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Excelsior Park  was originally jointly owned by Motherwell District Council and Scottish Enterprise although title was subsequently transferred entirely to the local authority. Scottish Enterprise receives a share in any land proceeds.

6.37 This is effectively an extension to an existing industrial estate although the site was the subject of substantial decontamination and site infrastructure works funded by SEL with ERDF support.

6.38 A speculative development was first procured here by way of a head lease from Motherwell District Council to TransBritannia Properties and bespoke development has since been undertaken for occupiers including Courtaulds/Granby and the Royal Mail.

6.39 There is one quasi-public sector occupier with a bespoke 30,000 sq ft laundry building which is operated by way of a contract with the NHS.

6.40 While the site has been slow to develop, this is possibly a function of its location away from the main motorway network. The remaining sites are subject to golden contracts from North Lanarkshire Council. Excelsior Park remains problematic, with limited demand for industrial development evident. The extension of benefits through Golden Contracts has encouraged some activity, the most recent being the relocation from the neighbouring Netherton estate of TFC. Royal Mail is one of the longer standing occupiers on site. 

6.41 Designs have been prepared for the remainder of the site, ready for the implementation of some 9,290 sq m (100,000 sq ft.) in 3 buildings capable of sub-division. A speculative development being undertaken by Scania is scheduled to proceed, and this will be followed by increased marketing effort by North Lanarkshire Council. 

Eurocentral 

[image: image43.jpg]


[image: image44.jpg]



[image: image45.emf]0

10

20

30

40

50

60

Clydesdale East Kilbride Hamilton Monklands Motherwell

000's

1984 1987 1989





6.42 This 650 acre site is owned by Scottish Enterprise partly under a phased option. Two sites were earmarked within the Enterprise Zone, these being (A) the NPG single user site of some 95 acres at Woodhall Park (which was subsequently sold to Chunghwa Picture Tubes and Lite-On) and (B) a further 100 acres developed under a joint venture with AMEC.

6.43 The site was serviced through substantial phases of road infrastructure works and site platforms had to be formed for construction purposes due to adverse ground conditions.

6.44 Initially only bespoke developments were attracted to the site with occupiers including Scottish Power, Headlam Carpets and Scottish Express International. Subsequently, following changes to the joint venture company, speculative development was encouraged leading rapidly to lets to P&O and further bespoke developments for British Bakeries and Target Express.

6.45 Further sites were released for development on a bespoke basis for occupation by Next plc as a distribution warehouse and more recently as a part pre-let for NCR office development.

Chunghwa Picture Tubes (CPT)

6.46 CPT is a subsidiary of the Tatung Corporation, a Taiwanese company who had decided to enter the European market in the late 1990’s to manufacture picture tubes. Following an extensive search and negotiation, they purchased the Woodhall Park site and brought a sister company, APC. The first phase of the plant was opened by the Queen in 1997. Although 3,300 jobs were forecast initially, employment peaked at 1,200.

6.47 CPT’s commitment was viewed as a major coup for the area and Scotland generally, although doubts were expressed in relation to the durability of the technology involved. However, the pressure brought by these companies to receive assistance, often advised by the major accounting practices, and on the individuals within Scottish Office/Locate in Scotland/LDA to deliver the project, led to swift property transactions. 

6.48 The land purchase price to some extent reflected its single user status but as a condition, further levelling works were undertaken and the planned 4-way interchange to the A8 was brought forward. In addition, the first phase of buildings developed took up a substantial part of the site and rendered some of the surplus land undevelopable by a third party.

6.49 In 2002, the plant closed due to overcapacity in the market and lack of demand for the size of tubes manufactured by CPT. When closure was announced, CPT employed 600 people, which was reduced to 50 to provide care and maintenance functions.

6.50 The site and buildings were sold with the consent of SEL to a syndicate formed by Tritax Assets in February 2004. They plan to develop a business park including office, industrial and hotel use potentially for up to 1,000,000 sq ft on a ‘golden contract’ basis.

6.51 While this probably represents best use of the site from a property market perspective and in the light of current market conditions, the loss of ownership control of the site means future development could be tax driven. It is further compounded by changes in the Use Class Order in Scotland which, once the LEZ sites were de-designated saw normal planning conditions apply to employment land. As such, office development can be brought forward on sites safeguarded for industrial or distribution and related development under the Lanarkshire EZ planning schemes. This ability to change from Class 5 to other uses (industrial to office) is a general planning rule and not one specific to EZ status or its de-designation.

Lite-On

6.52 Lite-On, a Taiwanese manufacturer of monitors required a 120,000 sq ft manufacturing facility with 100% expansion capability. A land swap deal was agreed to enable the investment (see paragraph 7.39). The manufacturing facility was completed but unfortunately closed in 1998, with the loss of 400 jobs, due to severe difficulties in the global monitors market. 

6.53 The property was subsequently sold to a tax shelter investor, Tritax Assets and their subsidiary, BRS Developments, who formed syndicates to buy the property. Thereafter, 4 speculative office buildings totalling 120,000 sq ft were completed with further capacity available under ‘golden contracts’. While there was a financial clawback, control of the land was lost.

7 THE PROPERTY MARKET

7.1 The major financial incentives available as part of the Enterprise Zone approach aim to encourage industrial and commercial property development and occupation, with capital allowances and rates exemptions reducing the costs of both. This section aims to:

· Establish conditions and perceptions of the property market in Lanarkshire prior to EZ designation;

· Examine the effect of Enterprise Zone status on the property market, and establish the key factors affecting any changes; and

· Consider the response of the property market to the varied Enterprise Zone offer, and the potential for adaptation to present regeneration initiatives in the area.

Lanarkshire Commercial Property Background

7.2 The Lanarkshire economy had been dominated by traditional industries such as coal mining, steel, etc. Prior to Enterprise Zone designation, traditional manufacturing space therefore dominated industrial and business accommodation in the area with the exception of East Kilbride, where a more varied range of premises was available.

7.3 At this time there was almost no office market as such in Lanarkshire other than local occupiers in town centres or public sector space

7.4 In the early 1990s significant estates in Lanarkshire included Newhouse to the immediate east of Eurocentral, Blantyre Industrial Estate to the immediate north of Hamilton International Technology Park as well as more modern developments, such as those at Victoria, Airdrie and Etna, Motherwell.

7.5 Historically, industrial property in the area had been dominated by traditional industries, often owner occupiers and the supply of space, for economic development reasons, by the public sector through Scottish Industrial Estates and subsequently, the Scottish Development Agency (SDA).

7.6 With the wind up of the five New Town Development Corporations and the Scottish Development Agency (SDA) under the 1991 Enterprise and New Towns (Scotland) Act, these portfolios were largely sold to private investors, with two SDA portfolios purchased by Rutland/Hanover Property Unit Trust and Caledonian Land, a joint venture between London & Edinburgh Trust and Lilley. Ashtenne purchased the majority of the East Kilbride portfolio.

7.7 These industrial estates provided traditional low eaves height space, often not suited to the needs of modern occupiers and indeed properties were being let for around £1.25 per sq ft in Newhouse and £0.50 per sq ft for larger space in Blantyre prior to EZ status.

7.8 At this time, East Kilbride was the only former New Town within the Lanarkshire boundary although this was subsequently followed by Cumbernauld following local authority reorganisation. East Kilbride had dominated the supply of industrial space largely on a direct provision basis under the authority of the former New Town Development Corporation. It had been successful in attracting inward investors, from the electronics sector in particular, building on the early commitment of Motorola to build a wafer fabrication plant in the town.

7.9 When these assets were sold, Scottish Enterprise policy shifted away from direct provision of employment space other than in exceptional circumstances in favour of private sector provision of employment land and property where possible.

The Lanarkshire Enterprise Zone
7.10 There are some key factors in the original designation which, in part, built upon lessons learned in previous Enterprise Zones across the UK. In terms of property development, these key factors were as follows:

Location

7.11 Lanarkshire, being located between Glasgow and Edinburgh, and with a mature motorway network formed by the M73, M74 and M8, had locational advantages. However, the supply of good quality serviced land was scarce, often due to site servicing or infrastructure issues including ground conditions.

Infrastructure Works

7.12 A large proportion of the land designated with Enterprise Zone status and in the west of Scotland generally had major infrastructure issues, which were unlikely to be resolved without public sector investment. Such investment was unlikely to have been forthcoming in the timescale involved without the designation of Enterprise Zone status.

7.13 From an early stage momentum was created through public sector assistance to service sites and to have space developed on them as early as possible. This aimed to avoid the experience of other EZ areas where the supply of space was minimal until mid-way through the Enterprise Zone’s life. This financial support was vital.

7.14 There was also huge internal pressure to have a supply of space and an element of competition evolved between local authorities to do so. This led to some initial tensions within the Working Group. This was to be expected under the circumstances although it did result in some early speculative transactions which received additional public sector funding support including head leases.

Timing of Investment

7.15 The Lanarkshire EZ also benefited from the development of a more established tax investment market whereby trusts or syndicates of investors were formed, allowing individuals tax shelter on capital investment in property provided they retained the investment for a minimum period of 7 years. Through effective management, there was an attempt to control land release for private sector speculative development and Lanarkshire quickly established itself in the increasingly mature Enterprise Zone developer/funding market as a desirable investment and development opportunity.

7.16  Leaders in this field were Tritax, Matrix and Capital Ventures, subsequently joined by Downing Corporate Finance and Merchant Place.

Professional Approach

7.17 From its inception, the management of the Lanarkshire EZ was characterised by a professional approach to procurement with for example public sector infrastructure contents having assignable collated warranties.

7.18 Formal site management arrangements were also initiated through the Deeds of Conditions with obligations on Scottish Enterprise as landowners and their successors as occupiers, investors and landowners to maintain the properties and contribute to the common areas. Such regimes were generally accepted by occupiers as they represented a professional and systematic approach to zone management.

Development Procurement

7.19 A number of options were considered for the procurement of serviced sites and premises including:

· Local authority head leases;

· Public sector servicing with flexibility maintained on land disposal;

· Private sector provision of site servicing/infrastructure work; and

· Public/private sector joint ventures.

Head Leases

7.20 This was a relatively primitive tool to ensure the procurement of space on a speculative basis by the private sector at a time when direct provision was not permitted on the Enterprise Zone, and considered an inefficient use of EZ capacity since public sector bodies were exempt from the 100% capital allowances.

7.21 Lease transactions were undertaken at both Calder Street and Excelsior Park by Monklands District Council and Motherwell District Council with the developer TransBritannia. These do not appear to have been fully tendered developments and while they combined early procurement of space with the ability for local authorities to control lettings through their head lease, the quality of buildings brought forward was poor, even in comparison to other private sector led developments elsewhere in the EZ at this time. The developer in this instance may have made a substantial profit for relatively low levels of investment and risk.

7.22 Head leases have not been used often in Lanarkshire and only by Scottish Enterprise in relation to sectoral developments such as the Medipark at Strathclyde Business Park. There is now greater understanding of the potential worth of the head lease, i.e. the property investment yield attracted to a long lease to the Government is now more widely understood and it is less likely that levels of profit enjoyed by Trans Britannia would be repeated.

Public Sector Site Servicing

7.23 At Tannochside Park, land was serviced on a phased basis largely by Lanarkshire Development Agency (now Scottish Enterprise Lanarkshire) with match funding from the European Regional Development Fund. This led to a more co-ordinated supply and land was released for speculative development on a tender basis with no additional subsidies other than Enterprise Zone benefits, mainly in the form of 100% capital allowances.

7.24 This led initially to the development of 2 industrial buildings by Grantside which were relatively quickly sold and let for use as the headquarters of Kwik-Fit Insurance Services and for the office supply company, Guilbert. With the procurement of speculative space however, the EZ Management Group found it less easy to control boundary hopping and Guilbert effectively relocated from a fire damaged property in East Kilbride.

7.25 In order to exert further control on the profile of tenants, it was likely that a further subsidy would have to have been put forward. Without speculative development, it is considered unlikely that occupiers would have been so readily secured.

7.26 Further land was released following tender at Tannochside to Terrace Hill Developments which procured the Apex development which comprised a 45,000 sq ft industrial building, (initially let to West of Scotland Packaging) and a terrace of small units which were multi-let. These transactions established Lanarkshire in the Enterprise Zone funding market and generated substantial interest from both developers and investors.

7.27 It could be argued that the success of Tannochside Park owed much to the retention of the ownership of the land in the public sector for as long a time as possible allowing complete flexibility on building procurement. This meant that bespoke development could be undertaken by owner occupiers who would subsequently enjoy the capital allowance benefits as witnessed by the developments by Oakwood Foods and Orange Telecommunications. Alternatively occupiers could select their own developer such as MCD with Highbridge, National Leasing & Finance.

Private Sector Infrastructure Provision

7.28 When the LEZ was designated, it was almost unheard of for the private sector to undertake major infrastructure projects on anything other than retail led developments. This was completed in part at Eurocentral by AMEC and at Dunalastair by HBG Properties/Scottish Provident Institution.

7.29 A competition was held, co-ordinated by Central Government to identify potential sites for Scotland’s only direct rail freight link to the Channel Tunnel. The primary competition was between a site to be established at Eurocentral and the existing railway hub at Hillington operated by John G Russell Transport.

7.30 Eurocentral was selected, one of the primary reasons being the potential procurement of the rail freight terminal by the private sector (AMEC) in return for control over the adjoining land earmarked as a ‘rail freight village’. Subsequently the rail freight link was directly procured by LDA although AMEC committed to the initial site servicing of 100 acres of Enterprise Zone land at a cost of £8 million, with LDA contributing £2 million. 

7.31 At Dunalastair, the 17 acre site had been acquired from a private land owner specifically for Enterprise Zone status within the Monklands area. The site was serviced in part by SEL/LDA but a development partner was sought to procure further road and service infrastructure works in return for a land development drawdown. Following very lengthy negotiations, HBG/SPI were appointed.

7.32 Again, progress was slow with one speculative development completed which remains un-let to date and a bespoke development for Grattan. Much of the remaining land has subsequently been sold to the adjoining owner, Organon/AXA Nobel.

7.33 While private sector involvement in infrastructure provision was innovative, the lack of agreement over the speed and nature of development subsequently procured, and the relatively low level of public sector control or involvement in procurement , raised concerns over the efficacy of this approach.

Joint Ventures

7.34 Joint Ventures were a feature of the Lanarkshire Enterprise Zone, particularly affecting high profile sites such as Eurocentral and Hamilton International Technology Park. As with all joint ventures, key considerations are:

· The compatibility of the 2 organisations;

· Agreement on the purpose of the joint venture company and the potential exit route;

· The ability for each party to gain from the joint venture; and 

· Involvement of each party in decision-making.

7.35 At Eurocentral, the joint venture developed from the involvement of the private sector in infrastructure provision. A joint venture structure was formed covering all of the Enterprise Zone at Eurocentral outside the designated single user site at Woodhall Park. Equity was split according to the scale of the initial commitments i.e. 80% AMEC: 20% Scottish Enterprise (see paragraph 7.30 above). 

7.36 Unfortunately, the balance of equity and the lack of public sector profit participation (SEL/LDA only received 20% of the land return) partly led to stagnation of the site as AMEC proved to be risk averse towards speculative development perhaps due to experience outwith Scotland where the distribution sector is more mature and there is a flow of demand for bespoke buildings. The company viewed the land as a long term strategic development site. Control of the land was therefore effectively in the hands of the private sector, with SE having limited influence on the workings of the JV Company.

7.37 Scotland, due to its peripheral location has never been a core location for distribution as essentially much of this use can only service Scotland whereas hubs in the North of England and Midlands can serve the entire UK and mainland Europe. The scale of the original designation in this context does appear to be particularly significant, particularly in the light of subsequent requirements for the land. 

7.38 At the time of the interim evaluation, very little development had taken place on the joint venture land. Securicor, Scottish Power and Headlam had all relocated from existing outdated properties. Subsequently, a new partner was sought and Royal Bank of Scotland introduced to form Eurocentral Partnership Limited (50% RBS, 50% AMEC). The minority interest remained unchanged although speculative development was quickly committed to and a flurry of transactions followed to P&O TransEuropean (now Wincanton), British Bakeries and Target Express. Some 380,000 sq ft was subsequently developed by the new JV Company compared to 250,000 sq ft before.

7.39 Furthermore, in order to accommodate Lite-On, one of the major inward investors to be attracted to the LEZ, SEL had to obtain land on the Lanarkshire Enterprise Zone in AMEC’s control at Eurocentral. This was procured through a land swap whereby AMEC received 2 acres of non Enterprise Zone land (owned by SEL) for every 1 acre of Enterprise Zone land.

7.40 The second LEZ joint venture has involved Akeler (Scotland) Limited which was developed by Scottish Enterprise by way of a formal tender known as the “Chrysalis” Initiative. 

7.41 Akeler (Scotland) Limited was set up to procure speculative space at Hamilton International Technology Park (which had been earmarked for inward investors) and for profits associated with this to be recycled. The public sector would then be able to enjoy the benefit of such profits through reinvestment in future developments. It was anticipated that this company could be used to procure buildings, not only in the Lanarkshire EZ, but also Inverclyde and non-EZ locations where there was market failure.

7.42 Akeler (Scotland) Limited was made up of 3 parties: Akeler Developments plc who received a monthly fee with further incentives according to letting/disposal success; complemented by Scottish Enterprise and Scottish Enterprise Lanarkshire who each had 2 representatives on the Board of the company and as such controlled it. This control was key to securing ERDF capital support towards the development of buildings at Hamilton ITP from Strathclyde European Partnership.

7.43 SE obtained internal approval to provide non-occupational head leases on the developments as they saw fit on the basis of leasing buildings to inward investors who were unable/unwilling to provide the lease length or financial covenant strength to interest non-subsidised developments. These head leases have not been used in the most recent phase of development.

7.44 Akeler (Scotland) Limited initially funded a 70,000 sq ft office building at Brandon Street, Hamilton, 60,000 sq ft of which was subsequently let to Hamilton District/South Lanarkshire Council. With the control of the company being with the public sector, Strathclyde European Partnership deemed the company eligible for ERDF assistance and subsequent phases were undertaken without forward funding which allowed flexibility on ownership/leasing terms. It could also be argued that this was effectively a further subsidy on actual building works.

7.45  A first phase of 100,000 sq ft of industrial space was funded at Hamilton International by way of forward funding in the Enterprise Zone trust market with the benefit of a head lease to SE and a subsequent 3 phases of 290,000 sq ft in total undertaken through recycling profits
. However, this approach meant that there was no flexibility in terms of offering ownership to prospective occupiers and curiously, the design of the building does not allow for expansion, which at the time was generally viewed as a pre-requisite for many inward investors.

7.46 The second and third phases were let to occupiers including Water at Work, Tanisys, and Trifast and sold to syndicates formed by Merchant Place. Three of the original tenants – Rosti, Flextronics and Tanisys - have subsequently vacated the premises. The Tanisys building is now believed to have been let. A fourth phase has 3 units un-let while 3 of the other buildings have leases for sale. 

7.47 The safeguarding over the site for inward investors and for high technology users has also been weakened, occupiers such as Trifast and Water at Work not readily meeting the original criteria. While well intentioned, the implementation of Akeler (Scotland) Limited appears to have strayed from the original criteria. The ability to change this without apparent reference to the approval procedure of the EZ Manager or Scottish Enterprise is a concern.

7.48 Developers of other EZ schemes have also complained of the additional subsidy for development by Akeler (Scotland) Limited through ERDF support. Akeler Developments plc receives an incentivised fee for involvement in the joint venture although it effectively bears almost no risk and has no locally based representative. We understand that there is an ongoing review of the company’s operations within Scottish Enterprise.

Inward Investment

7.49 An emphasis on inward investment was one of the main features of the Lanarkshire Enterprise Zone. The zone designation covered the mid-to-late 1990’s when there was a boom in the global electronics sector and the number of footloose projects was very high. Samsung, LG, Hyundai, Acer, Nokia, Siemens and Daewoo all are known to have visited Lanarkshire and actively considered it for major projects. This is unlikely to have happened had the area not had EZ status.

7.50 This market was highly competitive not only internationally but also regionally. At the time, the UK was one of the most successful locations for Foreign Direct Investment (FDI), and was particularly attractive to US and Far Eastern companies, the latter of which sought entry to the European market in the late 1990’s and saw the UK as the ideal location to do so. 

7.51 In this highly competitive international market, Ireland, Wales and the North East (which also had EZ status on some sites) all actively competed with Scotland and the investors were acutely aware of this. The inward investment market was effectively acting separately from the main economic market and there was huge political pressure from each of these competing locations to secure such projects. In the UK, the policy of Regional Selective Assistance aimed to be uniformly applied across different regions and as such RSA assistance was curtailed in Enterprise Zones compared to non Enterprise Zone areas. This could be viewed as counter productive.

7.52 In property terms, such competition often led to land sales at what now appear low values and control of the land being weakened. Unfortunately, this proved to be the case with a number of the inward investments in the LEZ, namely Lite-On, Chunghwa Picture Tubes, HSBC/First Direct and Tanisys.

7.53 Development on the LEZ also coincided with the growth of the call centre industry, which affected occupiers across almost all service sectors. Call centres involved large numbers of jobs and initially less transfer of positions. While city centres were often preferred due to accessibility to public transport and labour pools, dedicated facilities outside city centres were also successful. Only two of these located directly on the Lanarkshire Enterprise Zone – Kwik-Fit and First Direct/HSBC. Kwik-Fit initially converted a speculatively-developed industrial building and subsequently expanded at Tannochside Park. One of these facilities remains operational. 

Non-Enterprise Zone Development

7.54 The focus of development in the Enterprise Zone was very much initially on manufacturing, supplemented by distribution at Eurocentral. However, in the latter years, in response to the growing importance of the service sector in the economy of the West of Scotland, the office market went through a period of unprecedented growth. 

7.55  In Lanarkshire, this originally focussed on Strathclyde Business Park, a 155 acre site jointly developed by AWG Developments, HF Developments and Scottish Enterprise Lanarkshire. Scottish Enterprise Lanarkshire's involvement in this was primarily through a loan agreement and resulted in a long term investment in the project with input into decision making, profit share, etc.

7.56 This has led to over one million sq ft of mixed use development, which as well as office space, includes a 4 star Hilton hotel and health club, retail facilities and industrial buildings. It was quick to secure industrial users such as William Grant Distillers and speculative schemes by British Steel Industry and Motherwell District Council (subsequently North Lanarkshire Council). More significantly, it secured office pre-lets to the then Lanarkshire Development Agency (now Scottish Enterprise Lanarkshire) and Mercury Communications which allowed a first phase of speculative office pavilions to proceed.

7.57 The IT and telecoms sectors generated much of the demand for such developments and correspondingly, development has also slowed at Strathclyde Business Park. The park has sought to broaden its appeal with the supply of business centres and serviced office space whereby occupiers can enter into 5 year leases over large amounts of space on a ‘serviced’ basis including furniture, IT cabling, telephony, etc.

7.58 Within the office element, there are now 2 serviced offices developed and managed by the private sector and a multi-occupancy serviced building aimed at shorter term leases although with larger units than in conventional business centres. This latter development, Avondale House is almost unique in the market.

7.59 Strathclyde Business Park has established itself as the West of Scotland’s premier business park, stealing a march on competing sites, some of whom may have potentially better locations due to the presence of direct motorway access. Its success has been based on the volume of development and the quality of the environment and space provided.

7.60 With the economy moving towards the service sector, demand has grown for office space and developers have responded to this.

“Golden Contracts”

7.61 These are a method of extending the 100% tax allowance benefit for a further period of 10 years. This is now a well established practice and has the approval of Inland Revenue. Indeed any party with a “relevant interest” (i.e. owner or long leaseholder) whether private or public sector would be negligent if a “golden contract” arrangement was not entered into.

7.62 In other Enterprise Zones for example Tayside the initial period of these contracts has expired and a methodology has been adopted to further extend them. While it remains to be tested it is probable that this will meet with success thereby extending the Enterprise Zone capital allowance benefit to a total period of 30 years.

7.63 Scottish Enterprise Lanarkshire has implemented golden contracts on all of the Enterprise Zone sites in their ownership, the most significant being the Woodhall Park site at Eurocentral.

7.64 While the lack of expansion and subsequent loss of employment from CPT has been disappointing, there is an opportunity for these jobs to be replaced by a more mixed-use development incorporating office, hotel, distribution and manufacturing space subject to the appropriate planning consents as would normally be the case. If grasped this could give rise to a more sustainable long term development, to supplement Strathclyde Business Park.

7.65 While it will be private sector led, the release of golden contract land will also be a factor in allowing bespoke development and preventing a flood of speculative space driven by tax shelter property investment demand rather than occupational property demand.

7.66 While Golden Contracts have been put in place on SEL’s landholdings, the majority of these are controlled by either the joint venture companies or third parties such as Tritax at Eurocentral and AWG/HF at Hamilton International Technology Park.

7.67 While the EZ has expired, its legacy in property terms will continue for at least a further 10 years and a mechanism is now in place to extend this even further. However, control of this has largely been lost and there is no ongoing management arrangement.

Property Values

7.68 Major changes in property values have been witnessed in the life of the Lanarkshire Enterprise Zone. On Enterprise Zone land, values initially varied from £75,000 per acre to £125,000 per acre measured on a net developable basis. While there were differentials between sites and particular uses, variances were relatively low. 
7.69 When measuring land values there is a potential conflict. Investors, and as a result, developers wish to minimise allocated land values as these are non-allowable for 100% capital allowances and therefore lower values make resultant investments more tax efficient.

7.70 However, where land has been subject to tender towards the end of the EZ status, such as at Airbles Road and Hamilton International, for office use, bids for land from developers have reached up to £450,000 per acre. This increase in value is attributable largely to increased developer interest combined with restricted site availability through public sector control of land release. While this shows a high level of market interest, the availability of tax shelter investment funding has pushed up developer bids. For occupiers, this is not necessarily welcome as few would be willing (or possibly able) to meet these inflated values and therefore a 2 or even 3 tier market exists reflecting: the inward investment ‘market’ where, particularly in the late 1990’s, competition between areas drove values down, with investors expecting large scale landholdings at almost nil cost; developer land values which were higher according to the availability of tax shelter based funding; and ‘market’ land values i.e. what occupiers will pay.

7.71 These scenarios do not really exist outwith Enterprise Zones and can lead to pricing difficulties. Outside the EZ, typical land values in Scotland for industrial use ranged from £65,000 per acre in 1994 to £89,000 per acre in 2003
 

Industrial Rental Values

7.72 Over the life of the LEZ, the Scottish industrial investment market has been one of the best performers in all property investment sectors. 
Figure 7‑1 Investment Returns

Source: Investment Property Databank (IPD) 

7.73 In 5 of the 10 years, returns in Scotland exceeded those in the UK which as a whole also enjoyed excellent market conditions. This was despite the major downturn in occupier demand, particularly from the electronics sector over the last 5 years.

7.74 Industrial take up in Glasgow over this period was as follows: 

Figure 7‑2

 Industrial Floorspace Take Up Glasgow 1994-2003

Source: PROMIS

7.75 Much of this investor demand has been based on rental growth. Before LEZ designation, rents were in the area of £3.50/£4.00 per sq ft in Lanarkshire compared with £5.00-£5.25 per sq ft now (based on new buildings of over 20,000 sq ft). It is acknowledged that the differences would narrow were the same price base adopted. In practice, rentals are one element in an occupational package. The extent to which rent free periods and other incentives are offered is masked in reporting rental values. Headline rents are normally the last factor to be adjusted. 

7.76 With the expiry of the EZ and recession in the Scottish manufacturing sector, rental growth is likely to diminish. In the EZ, many of the higher rentals achieved were for bespoke development where rents are a function of build costs in part and also masked tenant incentives which could represent up to 3 years annual rental.

7.77 There can be little doubt that EZ status has pushed rental levels upwards. However, rental levels outside the EZ, both in non-EZ Lanarkshire and the West of Scotland have also increased at the same time.

Office Sector

7.78 Until the early/mid 1990s, the Central Scotland office market was almost completely dominated by Glasgow City Centre. Glasgow City Centre is relatively large for its catchment and has good road and public transport access, with the M8 servicing the centre directly and Glasgow International Airport close by in comparison with other UK regional cities. The supply of space was relatively plentiful at this time, commanding rents of £18.00 per sq ft.

7.79 Planning regulations in England and Wales changed to allow the use of previously allocated industrial land for office use without requiring a statutory change of use. As such, landowners often sought to develop higher value office use on these locations. A combination of increasing rentals and greater volumes of traffic made cities such as London, Birmingham and Manchester ripe for out of town office development. This followed the US concept of business parks and growth in out of town office demand in the UK was increasingly fuelled in the 1990’s by IT/telecoms companies which saw unprecedented levels of growth 

7.80 At the same time, the continuing structural shift in the economy from manufacturing to service activity produced an increase in total demand for office space. This was evident in increasing take up of office floorspace in Glasgow during the life time of the LEZ.

Figure 7‑3

 Office Floorspace Take Up Glasgow 1994-2003


Source: PROMIS (measured September to September)

7.81 Office rentals in Glasgow rose reflecting strong levels of take up, and this and other factors - including increasing service charges, restricted availability due to increasing competition for city centre sites from residential and hotel/leisure uses etc - pushed some occupiers to consider out of town locations.

7.82 Having secured business park style accommodation in other regional UK cities, some occupiers also sought similar space in the Glasgow area, seeking locations which offered good quality space and high levels of parking with easy motorway access but at a reduced cost relative to the city centre. This essentially, was the rationale underpinning Strathclyde Business Park on a site adjoining the A725 Bellshill Bypass which links the M8/A8 to the north with the M74 to the south. The park initially attracted occupiers at rents of £13.50 per sq ft, the highest out of town rents at the time. Headline rents are now £17.25 per sq ft and occupiers include Mitel, Cisco Systems, Pitney Bowes, Scottish Power, First Engineering, etc.

7.83 Latterly, land was released for office development on the EZ initially at Tannochside Park. Occupiers here include: Orange, Stiell, Alexander Russell, Wimpey Homes, Jacobs Engineering, most of whom would not have located on Strathclyde Business Park on cost grounds. Rents at Tannochside were initially £12.00 per sq ft compared to £15.50 per sq ft at SBP. Office development followed at Airbles Road, where the same developers AWG/HF combined to speculatively develop 46,000 sq ft and lease it to Land Securities Trillium at £14.50 per sq ft. Developments are now completed on the former Lite-On expansion land (120,000 sq ft), HSBC expansion land (80,000 sq ft) and as a result of the tender at Hamilton International Technology Park (96,000 sq ft including a serviced office). Rentals on these are all £13.50-£14.50 per sq ft.

7.84 While this level of supply is unprecedented in Lanarkshire, and is unlikely to have happened were the land in public sector control, it has not prevented office development in other locations. At Philipshill, East Kilbride, Taylor Woodrow developed 50,000 sq ft; while at Hamilton Business Park, Silverbank Developments completed 24,000 sq ft.

7.85 There is now over 300,000 sq ft of office space available on the former EZ and a further 150,000 sq ft at non-EZ Lanarkshire locations. Developments have also been undertaken in urban Glasgow such as Central Quay, Pacific Quay, Citypoint, City Park and to the west of Glasgow with Cirrus at Glasgow Airport. This level of supply can therefore not solely be attributed to lack of public sector control over land.

7.86 Demand for conventional property investment product is at almost unprecedented levels essentially due to poor performance from other investment products such as equities. Institutional investment in property is now growing. Private syndicated and debt driven investment, often pioneered in the EZ tax shelter market, has also grown significantly as opportunities widen for individuals to invest in commercial property while personal financial products have also performed very poorly.

7.87 This has led to increased demand for investment while many owners do not wish to sell due to lack of alternative suitable properties or other investments. Such growth has been channelled in part to speculative development. In Glasgow city centre, despite currently low levels of take up, 6 speculative new developments totalling over 600,000 sq ft in total are either under construction or have been completed between November 2003 and May 2004. 

7.88 It would appear that imperfect market conditions are likely to result in office oversupply in the market generally rather than in the former EZ specifically. While sectoral growth is likely to spur increased demand for office floorspace, development of excess space in certain locations may affect investment prospects, or the value of investment in regeneration areas such as the Clyde Waterfront, Gartcosh and Ravenscraig. 

Issues
Land Management

7.89 The management of land once ownership has been passed to the private sector does raise a number of issues. This is legally less easy to enforce with the advent of the Land Reform Act in Scotland which changes the basis of feu superiorities.

7.90 Legally enforceable mechanisms have to be put in place to manage the EZ sites and their upkeep. This has largely been achieved in Hamilton International Technology Park and at Tannochside for example through a Deed of Conditions. However, controls over future disposal have been less successful and land previously reserved for expansion by particular occupiers has in some instances been subsequently sold on to third party developers.

Building Design / Specification

7.91 With the financial benefits associated with Enterprise Zone status, there was an opportunity to aspire to better quality buildings, not always at higher construction costs, than might be developed off zone.

7.92 However, it is not always possible to enforce a high quality of design and clearly too strict a policy can negate the benefits of a deemed planning consent. Nonetheless, while some buildings are obviously of a higher quality, some fell short of standards, particularly in comparison to non-EZ development such as that seen at Strathclyde Business Park.

7.93 Of particular note are some of the office developments such as Bank of Scotland, Airbles Road and the recent Trilogy development at Eurocentral. Both of these are key sites in that they are prominent and Trilogy in particular could be described as a ‘gateway’ site. The use of EZ financial benefits to procure a good quality, but economic, design could be controlled more strictly, particularly in identified key sites.

Joint Ventures

7.94 The joint venture approach to development between the private and public sectors continues to be the focus of considerable debate. While in theory, working in partnership to achieve their respective goals appears good for both parties, working experience is inconclusive. The experience of Lanarkshire Enterprise Zone reflects this.

7.95 Simplistically, the role of the public sector in the Lanarkshire EZ is to facilitate job creation in the private sector by addressing constraints which limit investment and development. In property terms, this can be best achieved through the procurement of land and buildings to create the environment under which such jobs can be created while seeking to balance market conditions.

7.96 The use of joint ventures would appear to be a useful tool to meet these aspirations through balancing private sector profit aspirations and access to capital with public sector land ownership and access to financial aid. Where there is Enterprise Zone status, it can be used to balance the potential loss of control over land with a share in profits and the procurement of buildings.

7.97 However, Eurocentral still accounts for the majority of the undeveloped ‘golden contract’ land remaining. The issue with this joint venture is two-fold. The minority involvement of the public sector’s interest made it almost powerless and the aims of SEL and AMEC were opposing. SEL wished to see the EZ land developed as quickly as possible for job generating uses acknowledging reference to the market conditions and the involvement of distribution use.

7.98 However AMEC’s involvement was originally based on the rail freight terminal and, as with other projects which it has been involved with, the company saw its involvement as very long term. Indeed, it had committed to a similar landholding at Wakefield Europoint in the north of England. 

7.99 A broader approach to different forms of development could have been taken earlier. For example at Strathclyde Business Park, hotel, industrial, serviced offices and a Medipark were all developed as well as conventional office space. With the availability of EZ benefits, a higher risk form of development could have been funded.
8 Conclusion

Background

8.1 The Lanarkshire Enterprise Zone has achieved much of its original intentions. It was established against a background of decline in the traditional steel industry, brought to a head by the trauma of major closures at Ravenscraig in 1992, and Clydesdale Tubeworks followed by Dalzell and the Imperial works.

8.2 Problems in the local economy and particularly in the working of the local industrial and commercial property markets had been well documented in the 5 years preceding the closures. A high proportion of derelict and contaminated land was one of Lanarkshire’s legacies from its industrial past. This was compounded by a relatively limited supply of available industrial and commercial sites and premises. Unemployment in parts of Motherwell, Monklands and Hamilton exceeded national average before the steel closures. The formation of the Lanarkshire Working Group in 1990 and its report in December of that year did much to bring together the areas local authorities and the Lanarkshire Development Agency behind a shared agenda for the regeneration of Lanarkshire.

8.3 This was a key input to the Treasury Submission for Enterprise Zone status in 1992. Site selection was based on a number of principles: the sites themselves should be good sites i.e. attractive to the market assuming removal of site constraints. This had implications for their geographical location, relative to transport infrastructure; the sites should be in public ownership, excluding private sector windfall benefits and enabling a higher level of control over development; the development concepts for each of the sites should seek to minimise competition, not only between EZ sites, but also with other key sites in Lanarkshire’s portfolio, such as Strathclyde Business Park.

8.4 A shared partnership approach to the Enterprise Zone is evident from the site selection process. While the Scottish Office submission to Treasury initially examined an option based on a balance of sites across the different local authority areas, the final selection saw most of the EZ area located in what was then Motherwell District. 

8.5 Taken together, the Enterprise Zone sites should have capacity to accommodate a scale of development with the potential to create a level of employment to offset those jobs lost in the decline of traditional industries. In this context, the need to minimise deadweight and maximise additionality was paramount. 

8.6 The Lanarkshire Enterprise Zone Mission Statement from December 1992 was to:

“Achieve economic regeneration attracting inward investment and facilitate creation of 7,500 new jobs to Lanarkshire whilst being recognised as the best EZ in the UK in terms of aggressive and effective marketing, zone management and customer care, to delight both businesses creating jobs and the citizens of Lanarkshire who will fill them”

8.7 The Lanarkshire EZ aimed to prepare 173 ha of land for development, accommodating some 526,756 sq m of employment premises and to assist 5,000 businesses
. In the process, 7,500 additional new jobs would be created (15,000 gross jobs) with 12,200 jobs on site. A further 1,200 net jobs would be created in the construction phases. The emphasis on developing new business and attracting inward investment to Lanarkshire was clear from the outset. 

8.8 These targets were particularly high. An evaluation of the promotional effort in the initial phases of LEZ implementation compared prospects against levels of development witnessed elsewhere in British Enterprise Zones. It found that “to reach its best targets the LEZ will need to achieve the previous best performance of British enterprise zones.”
 In fact, this would have had to be considerably exceeded since the previous best performance would have delivered some 390,190 sq m of development. 

Management

8.9 Management objectives for the Lanarkshire EZ were clear. In pursuing the following objectives:

· The need to meet possible demand for a range of user requirements and to accommodate a mix of development types;

· The need to maximise genuine additionality, by attracting development not just from outside the Lanarkshire Travel-To-Work Area, but from outwith Scotland and the UK;

· The need to ensure a geographical spread across Lanarkshire; and 

· The need to minimise unnecessary controls over development.

8.10 A strong partnership approach was developed to the management of the zone, reflecting the strategic objectives of the local authorities, Lanarkshire Development Agency and Scottish Enterprise, and the Scottish Office Industry Department. A set of management objectives was agreed:

· A clear focus at the Lanarkshire level;

· Promoting ‘Lifetime’ commitment to the Enterprise Zone (from companies as well as stakeholders);

· Commitment to partnership working;

· A managed approach to Zone operation;

· Streamlined administrative procedures;

· Commitment to co-ordinated enquiry handling; 

· Establishment of the Enterprise Zone Steering Group and Executive Group; and

· Commitment to rapid response and maximum delegation.

8.11 The Lanarkshire Enterprise Zone Steering Group and Executive Group were formed in December 1992 in advance of formal EZ designation. Membership of the Executive Group was made up of officers from Lanarkshire Development Agency, Strathclyde Regional Council, Motherwell, Monklands and Hamilton District Councils and given their role in bringing forward Eurocentral, AMEC (until 1995). With local government reorganisation in 1996, consideration was given to the structure and it was decided that the Steering Group would merge with Locate in Lanarkshire.

8.12 From local government reorganisation to expiry of the zone in February 2003, Scottish Enterprise Lanarkshire (through LIL) played a lead role in EZ management, although still within the Steering Group and Executive Group structure. This also coincided with year 3 of the Lanarkshire Enterprise Zone. Most of the strategic decisions had been taken and refinements to the EZ application process had bedded down. Close working relationships were still maintained between North and South Lanarkshire Council officers and their counterparts at Scottish Enterprise Lanarkshire. 

Property & Delivery

8.13 In property terms, the Lanarkshire Enterprise Zone has been successful in ensuring that new buildings and land have been made available to contribute to the successful regeneration of Lanarkshire. Without a supply of land and property, such regeneration could not take place. The Lanarkshire EZ benefited from a number of positive factors:

· Fundamentally sound location;

· Initial 100% public sector land ownership;

· Distinct target sectors;

· Early allocation of EZ sites for different uses and a clear management regime;

· Positive economic conditions in the early life of the EZ; and 

· Early release of land for development due to investment in site servicing. The release of public sector finance to serve and remediate designated land to make it available for development was particularly significant.

8.14 These were reinforced by demand generated by the generic features of the Enterprise Zone:

· The availability of finance due to tax incentives for building supply on a speculative basis; and 

· Increased demand due to availability of new buildings and rates holiday.

8.15 However, the performance of the LEZ has been negatively affected by:

· A high degree of reliance on an inward investment market which subsequently collapsed;

· Lack of control over design in key sites, again notable where inward investors were involved e.g. NCR, Trilogy Development, Eurocentral; and 

· The relatively poor performance of joint ventures.

8.16  Lessons for the future include the need for:

· Detailed consideration to be given to continuing management control over EZ sites, particularly those subject to Golden Contracts on EZ de-designation; 

· Careful consideration over the structures adopted for joint venture structures; and

· Retention of control over land to prevent private sector monopoly or occupiers having no procurement flexibility

8.17 In property terms, we believe there is a case for the continuation of Enterprise Zones or a similar geographic fiscal based incentive for regeneration, applying the lessons above to the development of major sites such as Ravenscraig and Gartcosh.
8.18 The key considerations of the property market in addition to normal locational factors are occupier demand and investor demand. Occupier demand is in part a function of the wider economy but rates free occupation and the availability of new buildings appear to be the key factors in attracting occupiers.

8.19 In terms of investor demand, availability of tax benefits is the key factor along with tenant demand. Were the EZ sites serviced without related benefits status, it is unlikely that developers would have been willing to supply the level of space brought forward without additional subsidies. In the life of the zone, it is likely such subsidies would actually have to have increased for development to proceed and indeed some speculative development was undertaken with public sector financial assistance in locations such as Cambuslang, Cumbernauld and Livingston.

8.20 The market which perhaps could have been predicted to have been most adversely affected would be Glasgow. However, values and take up levels do not appear to bear this out. This would suggest that over the period of the zone, whilst Lanarkshire EZ was clearly a development ‘hot spot’, it was one of a number of locations on the M8 Corridor to benefit from increased demand. 

Lanarkshire EZ achievements

8.21 The achievements of the Lanarkshire EZ, compared with initial forecasts are presented in Table 8‑1.
8.22 While the number of direct jobs is lower than the original submission, the initial target reflected an environment where it was believed inward investment projects, preferably major ones, offered the greatest prospects in terms of additionality and sustainability. The experience of major inward investment on the Lanarkshire EZ has been significant, with companies such as Chunghwa Picture Tubes and Lite-On. However, in each case market circumstances were unfavourable to their continued operation in Lanarkshire. Neither operation was reliant on the specific skills of a highly-skilled workforce, nor had they had the time to develop significant business roots in Lanarkshire.

8.23 However, while such investments have not proved to be sustainable, they provided business activity and employment for a substantial period within the lifetime of the Lanarkshire EZ. They provided employment opportunities to those with low skills in the area, and have made an important contribution in laying a foundation for improving economic activity rates.

Table 8‑1 Lanarkshire EZ Achievements

	
	
	Actual
	 Target

	No. of businesses (Spring 2004)
	
	89
	-

	Floorspace (million sq.ft)
	
	3.318
	5.673

	Employees 
	 
	 
	 

	Gross
	
	-
	-

	Direct (FTE)
	
	8,429
	 12,222

	
Additionality Factors
	
	
	

	Displacement
	 
	 
	 

	Across Lanarkshire
	25%
	
	 -

	Jobs after displacement - Lanarkshire
	
	6,335
	

	Across Scotland
	47%
	
	

	Jobs after displacement – Scotland
	
	4,487
	 -

	Leakage
	 
	 
	 

	% employment ex Lanarkshire 
	15%
	
	

	Jobs after leakage – Lanarkshire
	
	5,394
	5,579

	% employment ex Scotland
	0%
	
	

	Jobs after leakage – Scotland
	
	4,487
	 -

	Multiplier Effects 
	 
	 
	 

	Lanarkshire
	1.53
	
	

	 Scotland
	1.56
	
	 -

	Net Additional Employment
	
	
	

	Lanarkshire 
	
	8,253
	7,493

	Scotland
	
	7,000
	

	 
	 
	 
	 

	Construction-related employment
	
	1,389
	1,170

	Additional GVA 2004 (2004 prices) £m
	
	341.11
	-


	Public Sector Cost Per Hectare of Land Brought Forward (Unadjusted)

	
	Public Sector Costs 
	Developed land (ha.)
	Cost per ha.

	Total to date
	£120,568,384*
	140
	£861,203


*(development) net of receipts

	Public Sector Cost Per Job (Unadjusted)
	

	
	All Public Sector 
	Jobs to date
	Cost per Job

	(net of receipts)*
	£120,568,384
	8,429
	£14,305

	(net of receipts & rates foregone)*
	£78,209,649
	8,429
	£9,279


*some of the receipts may include public sector transfer

	Percentage of Vacant Land
	
	

	
	Total (ha)
	Vacant & Derelict (ha)
	% Vacant

	Total to date
	205
	65
	32%


	Employment Densities
	
	

	
	Occupied Floorspace (sq m)
	Jobs 
	Sq m per Job

	All
	308,212
	8,429
	37

	Offices*
	59,983
	4,181
	14

	Industrial / Warehousing 
	248,229
	4,248
	58


*Includes call centre floorspace
	Net Plot Ratio (Built Floorspace per Hectare of Developed Land)

	
	Developed Land(ha)*
	Floorspace (sq m)
	Plot Ratio

	Total to date
	117
	355,799
	30%


8.24 The level of leakage and displacement within the local economy is also lower than originally envisaged. This partly reflects the entry criteria which companies had to meet before locating on the zone. It also reflects the type of employment opportunities made available. 

8.25 Over the lifetime of the Lanarkshire Enterprise Zone, it is estimated that additional GVA generated by businesses on the zone amounted to £2.34 billion (at 2003/2004 prices), increasing Lanarkshire’s overall GVA between 1994 and 2003 by some 3.4%. It is estimated that some £48.52 million of this figure was generated by EZ construction activity.
8.26 Moreover, it is estimated that a further 2.25 million sq.ft could be developed on the remaining EZ area and that this could accommodate a further 7,700 jobs over the next ten years.
Conclusions

8.27  The lead management role played by the LEC appears to have been a successful model for industrial and property market regeneration in the shape of the Lanarkshire Enterprise Zone. This echoes the findings of evaluations of other regeneration initiatives (e.g. Holyrood & the Exchange Quarter) which highlight the importance of project management and co-ordination skills in property-led regeneration. However, it is equally important to stress the significance of partnership working. In Lanarkshire, a shared strategic view was developed through the local authorities and the LEC. The management function flowed logically from a combination of LDA/SEL’s strategic function to promote economic development across Lanarkshire and the attraction of inward investment spearheaded by Locate In Scotland as part of the Scottish Enterprise network.
8.28 With the re-emergence of unitary authorities, sometimes covering similar operational areas to the local enterprise companies, the development of a shared agenda and effective partnership working remains critical, although potentially more difficult to achieve due to different organisational priorities. There is clearly an emphasis on competitive place within the Smart Successful Scotland framework, one which is further reinforced by the ‘Building Better Cities’ report, and clearly supported by Scottish Enterprise as evident in its commitment to the Clyde Gateway and Clyde Waterfront Regeneration Initiatives. However, the sectoral /business development approach to economic development has arguably been embraced more comprehensively in Scotland than in other parts of the UK. This raises the prospect of more restrictions on the Scottish Enterprise network’s ability to intervene in property-led regeneration initiatives outside national strategic initiatives, unless sectoral targets can be met simultaneously.  
8.29 Within the Lanarkshire Economic Forum, there would appear to be recognition that each of the local authorities will pursue their own priorities separately. This said, Scottish Enterprise Lanarkshire has a strategic function. It is understood that concerns have been expressed regarding the capacity of the market in the West of Scotland, and the need to focus on projects with strategic implications. 

8.30 The experience of the Lanarkshire Enterprise Zone and other initiatives indicates that the approach adopted can yield significant economic benefits at local area as well as national level. In addition to the various EZ incentives available, critical factors include:

· A strong commitment to partnership working;

· An agreed strategic approach and enabling resources (site preparation/marketing etc); 

· Strong co-ordination and development skills and experience; and

· Flexibility in delivery approaches.

8.31 In the future, economic development may have to be assisted by fewer or different levers. Since local government reorganisation, revenue generation has been a priority in most areas and the Lanarkshire Councils are no exceptions. Neither North nor South Lanarkshire Councils, for example, have control of large amounts of development land. 
8.32 In this context, the present focus of assistance through Enterprise Areas tends to be on localised areas experiencing comparatively high levels of deprivation.  This approach focuses on geographical areas of population rather than existing or potential employment areas or indeed the presence, or capacity to develop supporting physical and economic infrastructure.  The link between areas of opportunity and areas of ‘need’ would therefore appear to require further strengthening.
8.33 In implementing major projects, whether they be in Lanarkshire such as those at Ravenscraig, Gartcosh or Cambuslang, one of the key challenges - and one area in which further benefits might have been created in the Lanarkshire EZ - will be to develop effective ways of linking employment opportunities stimulated through regeneration activity with disadvantaged areas with high concentrations of those seeking work or jobless.
Glossary Of Terms


This section defines some of the technical terms used throughout the report.

	Assignable collateral warranties.
	Assignable collateral warranties are effectively guarantees that construction work and design are correct and will not fail. They are assignable because they are typically given to the developer entering into the building contract but are made available (i.e. assigned) to funders, investors and occupiers. They are normally limited in the number of times they can be assigned.

	Deadweight
	Outputs which would have occurred without intervention 

	Marketable
	Land immediately available. 

	Constrained
	Land affected by site or locational constraints which prevent development. 

	Reserved
	Land committed for development or on hold for expansion purposes

	Head leases


	A head lease is a non-occupational lease used in this case as a way of reducing development risk i.e. it has the exact terms of a normal lease but is not meant for occupation. As occupiers are found they either sub-lease from the head tenant or assign the headlease.

	Displacement
	The proportion of outputs accounted for by reduced outputs elsewhere in the target area/ area of benefit.

	Multiplier
	Further economic activity associated with additional local supplier purchases and local income. A supply linkage multiplier is the economic activity arising from purchases made as a result of the project and further purchases associated with linked firms along the supply chain. An income multiplier is associated with local expenditure as a result of those who derive incomes from the direct or supply linkage impacts.


APPENDIX  ONE

Initial Enquiry Classification

Appendix 1 – Initial Enquiry Classification

	Criteria
	Enquiry Classification Characteristic
	Mult
	Crit 

WT
	Co 

Rating
	Selection

Score

	(i) Eligibility
	Tax position allows benefits to be taken? Compliance with State Aids restrictions?
	-

-
	
	Y/N*

Y/N*
	

	(ii) Designation scheme
	Enquirer plans consistent with DOS?

Company requires planning
	2

-1
	1
	Y/N*

Y/N*
	

	(iii) Job creation
	Jobs/Acre>160% of target min. ratio
	7
	5
	
	

	No. of net

ADDITIONAL 

jobs:
	131-160% tmr

116-130% tmr

85-115% tmr


	6

5

4
	
	
	

	No. of Gross 

Jobs:
	71-84% tmr

41-70% tmr

<40% of target min. ratio

Early job creation benefits?>80% Yr 1

60-79% Yr 1
	3

1

0

5

3
	2
	Y/N*
	

	Jobs safeguarded
	Company claims > 130% tmr

vetted by exec group 70-130% tmr

41-70 % tmr

< 40 % tmr
	6

4

3

1
	4
	
	

	(iv) Inward Investment
	Enquirer from:
	5
	5
	
	

	
	          Outwith UK

          Outwith Scotland

          Outwith Strathclyde
	4

3

1
	
	
	

	
	          Outwith LTTWA

          Within LTTWA

          Within JEI area
	1

-2

-3
	
	
	

	
	New Start business
	5
	2
	Y/N*
	

	(v) Labour skills requirements 
	                service      industry
	
	4
	
	

	
	% of Skilled        > 30%       > 15%

Total            10-29%      5-14%

Staff Semi skilled   > 90%       > 80%

                 50-89%      40-79%

                             10-39%
	5

4

3

2

1
	
	
	

	
	RSA/REG application accepted
	2
	2
	Y/N*
	

	(vi) Labour availability
	Enquirer needs match local skills
	2
	2
	Y/N*
	

	(vii) Training provision
	Enquirer plans retraining to industry std

       Investors in people

       BS 5750/Quality Programme

       Business Growth Training

       Other (if>50% staff involved)
	4

3

2

1
	3
	Y/N*

Y/N*

Y/N*

Y/N*
	

	(viii) Industry Status
	Inward        International HQ

Investment    National/Regional HQ

Brings        Research Centre
	4

3

2
	2
	
	

	(ix) Industrial image
	Contribution to area image as – major

business opportunity location – minor
	3

1
	1
	Y/N*
	

	(x) Business/Jobs Growth Potential
	Growth/Expansion plans:  Certain

                       Probable

                       Unlikely
	3

2

1
	3
	
	

	(xi) Local market supply stimulus
	Potential for local supply:   Probable

chain benefits            Possible
	3

2
	3
	
	

	(xii) Negative effects
	Adverse effect on adjacent business

Major perception of inconvenience

Minor perception of inconvenience
	-4

-3

-2
	2
	
	


APPENDIX  TWO

Business Survey Method

Appendix 2 - Survey Methodology


Information was gathered for the following purposes:

· to confirm and supplement the EZ monitoring data and baseline information on a comprehensive basis;

· to evaluate the zone impact and address issues of displacement, additionality and deadweight;

· to examine locational decision making of businesses and developers and how EZ status has influenced this; and

· to evaluate the wider impacts and perceptions of the EZ.

Survey of EZ Businesses

All firms located in the EZ were approached with a view to carrying out face to face interviews. The survey focused on the following areas:

· Factual data: Company activity, employment, structure of employment, origin and nature of employees, floorspace, origin (previous location), location of parent, industry supply structure, location of customers, location of markets and competitors, etc.

· Location and investment decisions: Area of search for premises, main factors in location and investment decisions, EZ status as key locational factor and relevance to investment decision, where operating previously and likely course in the absence of EZ status etc.

· Other policy impact: Facts and views about the area, role of the EZ, other incentives and programmes.
 An introductory letter was sent on Scottish Enterprise letterhead, and appointments arranged subsequently. Where it was not possible to arrange a face to face interview, a telephone discussion was sought. Where time was not available for companies to do this basic information on employment numbers and employee’s place of residence was sought. All firms located in the EZ were approached with a view to carrying out face to face interviews. A copy of the interview topic guide is attached.

Strategic Non-EZ Business Consultations

To supplement the information gained from the EZ companies and further explore the role of EZ status, interviews were carried out with ten firms who chose to locate elsewhere within Lanarkshire or elsewhere within West Central Scotland during the designation period. Further consultations were carried out with strategic employers in Lanarkshire who have been located on non-EZ sites since before 1993. 

Survey of non-EZ Businesses

The survey sample was limited to businesses within industrial estates and business parks to provide comparative information to EZ businesses. It was carried out on a postal basis (with a full follow up) with the sample drawn from respective business directories and local authority/local enterprise company databases. Information sought included:

· wider views on attitudes towards the EZ from non-zone companies;

· perceptions of the zone’s significance at the Lanarkshire and Scotland level;

· market linkages of firms to firms located within the EZ;

· impacts upon property and labour impacts; and

· qualitative information on the advantages, disadvantages and linkages with the zone. 

A copy of the questionnaire is appended. 

All three exercises were carried out between March and April 2004.
 Non-responses

The profile of non-responses was analysed fro all surveys.  A detailed follow up on core issues enabled a representative response on employment levels and place of residence in the EZ Business Survey and acted to minimise the effect of non-responses.  

While only 14% of non-EZ businesses responded, there is not evident that non-responding businesses were sectorally or scale specific. Moreover, the responses to this survey are not a major contribution to the quantitaive assessment of displacement and additionality.

Introductory letter - EZ businesses

March 2004

Name
Position
Business
Dear    ,

THE ACHIEVEMENTS OF THE LANARKSHIRE ENTERPRISE ZONE
Scottish Enterprise Lanarkshire and its partners (Scottish Executive, North Lanarkshire Council and South Lanarkshire Council) have commissioned economic development consultants Roger Tym & Partners to carry out a study of the achievements of the Lanarkshire Enterprise Zone.

The Lanarkshire Enterprise Zone was designated in 1993 for a ten year period, as a response to widespread economic decline linked to the loss of heavy industry in the area. It formally came to an end in January 2003. 

As a business located in the former Enterprise Zone, your views on the way the zone was managed and its effects on your business are critical.

This study is required to learn lessons from the role of the Zone in improving the Lanarkshire economy. As well as helping to establish how cost effective the Enterprise Zone was, the work will also help to establish its effectiveness:


· in supporting the development of successful businesses in Lanarkshire;

· in bringing new investment and employment opportunities to Lanarkshire;

· in providing employment opportunities for local residents;

· in encouraging the clearance and improvement of derelict or contaminated land for economic use; and

· in contributing to the physical regeneration of Lanarkshire.

We have asked the consultants to speak with all of the businesses in the former Enterprise Zone and they will be in touch shortly to arrange a convenient time to come and see you. An outline of the issues they would like to discuss is attached.

As the results of the work will help shape future economic and regeneration policy in the area, we would very much appreciate your views. While the findings of the work as a whole will be available from our website on completion (www.scotent.co.uk), you have our assurance that the outcome of individual discussions and the consultants will remain confidential. 

For further information on the study please contact Nairn Pearson at Roger Tym & Partners on 0141 332 6464 or alternatively by e-mail to scotland@tymconsult.com.

We warmly welcome your co-operation. 

Yours sincerely,

Dr Alastair McPherson

Senior Research & Evaluation Executive

Company information

· Type of business, size of property, whether own or rent premises

· Employment levels, and where employees travel to work from

· Skills recruitment and training issues

· Location of main markets and where supplies are accessed

· General business performance and prospects

Location and Investment

· Company location before moving on to the Lanarkshire EZ and date of move;

· Area of search for business premises and main factors in deciding to move to Lanarkshire

· Influence of the Lanarkshire Enterprise Zone on deciding to locate in the area and effects on levels of employment and investment
Other Issues

· Views on the business performance of Lanarkshire and the Lanarkshire Enterprise Zone over the last ten years

· Views on other initiatives and programmes in Lanarkshire



Introductory letter – non EZ businesses

March 2004

Name
Position
Business
Dear    ,

THE ACHIEVEMENTS OF THE LANARKSHIRE ENTERPRISE ZONE
Scottish Enterprise Lanarkshire and its partners
 have commissioned economic development consultants Roger Tym & Partners to carry out a study of the achievements of the Lanarkshire Enterprise Zone.

The Lanarkshire Enterprise Zone was designated in 1993 for a ten year period, as a response to widespread economic decline linked to the loss of heavy industry in the area. It formally came to an end in January 2003.

As a business located near the former Enterprise Zone, your views on the way the zone was managed and its effects on your business are critical.

This study is required to learn lessons from the role of the Zone in improving the Lanarkshire economy. As well as helping to establish how cost effective the Enterprise Zone was, the work will also help to establish its effectiveness:

· in supporting the development of successful businesses in Lanarkshire;

· in bringing new investment and employment opportunities to Lanarkshire;

· in providing employment opportunities for local residents;

· in encouraging the clearance and improvement of derelict or contaminated land for economic use; and

· in contributing to the physical regeneration of Lanarkshire.

We have asked the consultants to speak with a number of the main businesses in the areas neighbouring the former Enterprise Zone sites and they will be in touch shortly to arrange a convenient time to come and see you. An outline of the issues they would like to discuss is attached.

As the results of the work will help shape future economic and regeneration policy in the area, we would very much appreciate your views. While the findings of the work as a whole will be available from our website on completion (www.scotent.co.uk), you have our assurance that the outcome of individual discussions and the consultants will remain confidential. 

For further information on the study please contact Nairn Pearson at Roger Tym & Partners on 0141 332 6464 or alternatively by e-mail to scotland@tymconsult.com
We warmly welcome your co-operation.

Yours sincerely
Dr Alastair McPherson

Senior Research & Evaluation Executive

Scottish Enterprise Lanarkshire
Company information

· Type of business, size of property, whether own or rent premises

· Employment levels, and where employees travel to work from

· Skills recruitment and training issues

· Location of main markets and where supplies are accessed

· General business performance and prospects

Relocation and Investment over the last ten years

· If the firm has moved to its current location in the last ten years, when was this and where was it based previously. 

· Were other areas considered and what were the main factors in deciding to locate where the company is now?

· Influence of the Lanarkshire Enterprise Zone on deciding to locate in the area and effects on levels of employment and investment
Other Issues

· Views on the business performance of Lanarkshire and the Lanarkshire Enterprise Zone over the last ten years

· Views on other initiatives and programmes in Lanarkshire



Introductory letter – non EZ businesses (postal)

March 2004

Name
Position
Business
Address 1
Address 2
Dear    ,

THE ACHIEVEMENTS OF THE LANARKSHIRE ENTERPRISE ZONE
Scottish Enterprise Lanarkshire and its partners (Scottish Executive, South Lanarkshire Council and North Lanarkshire Council) have commissioned economic development consultants Roger Tym & Partners to carry out a study of the achievements of the Lanarkshire Enterprise Zone.

As a business located near the former Enterprise Zone, your views on the way the zone was managed and its effects on your business are critical.

The Lanarkshire Enterprise Zone was designated in 1993 for a ten year period, as a response to widespread economic decline linked to the loss of heavy industry in the area. It formally came to an end in January 2003. This study is required to learn lessons from the role of the Zone in improving the Lanarkshire economy. As well as helping to establish how cost effective the Enterprise Zone was, the work will also help to establish its effectiveness:

· in supporting the development of successful businesses in Lanarkshire;

· in bringing new investment and employment opportunities to Lanarkshire;

· in providing employment opportunities for local residents;

· in encouraging the clearance and improvement of derelict or contaminated land for economic use; and

· in contributing to the physical regeneration of Lanarkshire.


We have asked the consultants to consult with a number of businesses in the areas neighbouring the former Enterprise Zone sites. We have therefore enclosed a short survey questionnaire, which we would be grateful if you could complete and return within seven days using the stamped and addressed envelope enclosed. We look forward to receiving your comments.

As the results of the work will help shape future economic and regeneration policy in the area, we would very much appreciate your views. While the findings of the work as a whole will be available from our website on completion (www.scotent.co.uk), you have our assurance that your responses will remain confidential. For further information on the study please contact Nairn Pearson at Roger Tym & Partners on 0141 332 6464 or alternatively by e-mail to scotland@tymconsult.com
We warmly welcome your co-operation.

Yours sincerely

Dr Alastair McPherson

Senior Research & Evaluation Executive

Scottish Enterprise Lanarkshire
                                               

EVALUATION OF THE LANARKSHIRE ENTERPRISE ZONE – BUSINESS SURVEY (POSTAL)

Section 1: Business Details

Company Name & Address: ……………………………………………………………………………….

Company Activity: …………………………………………………………………………………………..

Contact Name & Position: ………………………………………………………………………………….


Are you a subsidiary or branch plant of a larger parent company? 

	Yes
	
	No
	


If yes, could you please specify the headquarters location (town/country) of your parent company?

………………………………………………………………………………………………………………………

How many staff does your company currently employ?

	Full time (31 hours per week or more) (Permanent)
	

	Part time (30 hours per week or less) (Permanent)
	

	Full time (31 hours per week or more) (Temporary)
	

	Part time (30 hours per week or less) (Temporary)
	

	Others (please specify)


	

	Total
	


Could you provide an indication (%) of where your employees currently live?

	Location
	% of Staff

	Local (i.e. within 5 miles of site)
	

	Elsewhere within North Lanarkshire 
	

	Elsewhere within South Lanarkshire
	

	Elsewhere within Scotland
	

	Elsewhere within UK
	

	Other locations (please specify…………………………)
	


Could you tell us the proportion of your workforce employed in the following areas?
	Managerial
	
	Skilled
	

	Administrative
	
	Semi-skilled
	

	Others (please specify)
	


Please provide an indication of the annual turnover. This will be treated in strictest confidence.
	Small - less than or equal to £2.8 million
	

	Medium – less than or equal to £11.2 million
	

	Large – more than £11.2 million
	


Section 2: Business Performance and Prospects

In general how has your business performance been in the last 3 years?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

What is your view of company business prospects over the forthcoming 3 years?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Has your company expanded in the last five years?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Section 3: Property, Location and Investment

Do you currently own or lease the premises you occupy?

	Owner occupied
	
	Lease
	


What is the size of your current property (i.e. sq m)? ​​​​​​​​………………………………………………………

If you have moved premises since 1993 can you tell us where you moved from and when? Please specify the town/city and country.

.…………………………..he town/city and countrysed enevelope

























































































…………………………………………………………………………………………………………………………………………………………………………………………………………………

If you have moved to the area in the last ten years, what were the main factors influencing your company’s decision to locate in the area? 

………………………………………………………………………………………………………………………

………………………………………………………………………………………………………………………

Can you also indicate which other locations you may also have considered? 

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Where do you access supplies and products for your business?

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………...

Has the company experienced any specific staff recruitment and training issues? If yes, then please provide further explanation in the space below.

	Yes
	
	No
	


………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Section 4: General Issues

What has been the impact of the Lanarkshire Enterprise Zone on your company?

	Positive
	
	Negative 
	
	No significant impact
	


....................................................................................................................................................................................................................................................................................................................................

How does the company view the overall business performance of the Lanarkshire economy and the Lanarkshire Enterprise Zone over the last ten years?

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

If you have any further comments, please use the space below.

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
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Section Summary


In December 1990, the Lanarkshire Working Group was created, and highlighted the need for radical and comprehensive intervention to regenerate the Lanarkshire economy. 


Enterprise Zone designation was identified as the preferred option to achieve a significant readjustment in the local economy, offering a boost to property development and inward investment.


Site selection, the need to minimise deadweight and maximise additionality were all critical factors.  Sites were selected to minimise boundary hopping and exclude windfall gains to existing enterprises and enhanced profits to developers


A partnership approach to zone management and marketing was encouraged and introduced from the development of the zone concept.


Lanarkshire EZ Mission Statement -  “Achieve economic regeneration attracting inward investment and facilitate creation of 7,500 new jobs to Lanarkshire whilst being recognised as the best EZ in the UK in terms of aggressive and effective marketing, zone management and customer care, to delight both businesses creating jobs and the citizens of Lanarkshire who will fill them” – was accompanied by ambitious targets


Preparation of 173 ha of land for development, development of 526,756 sq m of employment floorspace. Creation of 7,500 additional new jobs (16,000 gross) with 12,200 jobs on site. A further 1,200 net jobs would be created in the construction phases. 





Section Summary


In 1990 the UK economy had entered recession. While Scotland escaped the severity of the UK economic downturn unemployment was increasing mainly due to decline in the manufacturing sector


Lanarkshire’s economy, particularly North Lanarkshire’s, was heavily reliant on the manufacturing sector for employment and suffered high unemployment as a result.


Between April 1991 and March 1992, some 3,165 jobs were lost in the Lanarkshire steel industry.  With effects on suppliers, it was estimated that some 4,400 steel-related jobs would be lost in the area.


Lanarkshire lacked high quality industrial land, increasingly recognised as a means of attracting inward investment and addressing the employment gap left from manufacturing closures. However, there was relatively good demand for smaller properties at low rentals to serve the needs of indigenous businesses.
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Section Summary


Some 89 businesses of varying sizes identified on the Lanarkshire Enterprise Zone, providing some 8,429 FTE jobs.  The EZ Business Survey attracted a 66% response rate. 


48% of businesses employ fewer than 50 staff, accounting for 12% of zone employment.  8% of business emply more than 250 people and provide some 48% of EZ employment.  84% of EZ employees are Lanarkshire residents.


Manufacturing and distribution businesses are significant numerically.  They account for two thirds of EZ businesses but some 44% of EZ employment. Only 6% of businesses are in the financial sector although they account for 28% of Zone employment. 


After accounting for displacement, leakage and multiplier effects, it is estimated that  net additional employment due to the Lanarkshire Enterprise Zone is 8,253 at the Lanarkshire level, 7,000 at the national level. 


It is estimated that development of the remaining area could add a further 1.48 million sq.ft of development, providing accommodation for a further 6,000 jobs


Estimated additional GVA generated by the Enterprise Zone in 2004 is £341million , and £2..34 billion since the Zone was established








Section Summary


The Lanarkshire Enterprise Zone was much larger than any other EZs . Dearne Valley, the next largest in area, is just over 70% of its size.


While below its forecast outcome, the scale of development in Lanarkshire exceeds that at East Midlands, the nearest in terms of scale, by some 79,000 sq m (854,000 sq ft). Over 80% of development is industrial or warehousing floorspace.


Employment levels exceed those observed elsewhere , indicative of the area’s good location and its appeal to larger businesses than some of the other zones.


Development has been less rapid relative to its land area than almost every other comparator area. Sunderland, NW Kent and Tyne Riverside demonstrate considerably higher employment outputs on an annual basis per hectare of land designated 


Additional outputs would have been registered had significant inward investments to Lanarkshire proved sustainable








Section Summary


The Lanarkshire EZ benefited from a number of positive factors: sound location; % public sector land ownership; distinct target sectors; early allocation of EZ sites for different uses and a clear management regime; positive economic conditions in the initial stages; and early release of land for development due to investment in site servicing. The release of public sector finance to serve and remediate designated land to make it available for development was particularly significant.


Negative aspects of EZ performance include: a high degree of reliance on an inward investment market which subsequently collapsed; lack of control over design in key sites, again notable where inward investors were involved; and the relatively poor performance of joint ventures.


Lessons for the future include the need for: detailed consideration to be given to continuing management control over EZ sites, particularly those subject to Golden Contracts ;careful consideration over the structures adopted for joint venture structures; and retention of control over land to prevent private sector monopoly or occupiers having no procurement flexibility
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� SE = Scottish Enterprise, LDA = Lanarkshire Development Agency, MWDC = Motherwell District Council, HDC = Hamilton District Council, MKDC = Monklands District Council AMEC = AMEC Regeneration


� Page ii, Executive Summary, An Evaluation of the Lanarkshire Development Agency Enterprise Zone Promotion, PA Cambridge Economic Consultants, November 1994.
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