Chief Executivedos Report for Marc

Introduction

This report is in our usual format i starting with an executive summary from me and thematic
summaries from People, Place and Business (as well as Finance) followed by detailed
operational annexes. The overall structure is:

1. Executive Summary
a. What we are doing
b. Whatdéds going well and what i sn
c. What are the key decisions needed at this board?
d. What are the key decisions anticipated at our next board(s)?
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2. LEP Dashboards
a. Economic
b. Key highlights - reports on the key areas of thematic activities and
challenges
c. Financial

3. Annexes on other operational activities

As before | donét propose to run throughifmy r ep
there are any detailed factual questions please do contact me in advance 7 or raise any

issues at the board. Please note the Business Plan, ESIF, Matter referred from SIP and

Growth Hub papers have been classified as commercially confidential.

Executive Summary

What we are doing

I came across the following quote oroulthefirkted!l n t h
90daysofyourjobii t 6s t he | ast 8a0sKellbog Schaolefavlalagemeno u n t
Dean Sally Blount. Especially forleader s, it s the end of your tenur e

i mpression. 0

There are slightly more than 90 days to go until | retire but | feel the principle behind this
guote is in my mind already in that my tenure as Chief Executive will be judged more on how
my time finishes rather than how it commenced back in 2013. So, | am determined to
maintain the momentum that we have already underway and hopefully position the new CEX
well for future successes.

Talking of successes, the recent announcements of over £60m of Housing Infrastructure
Fund awards to our area represented the third largest award to any LEP area in the country.
Our LEP Place team supported a number of Local Authority partners with their bids for this


https://www.linkedin.com/pulse/leaving-well-why-last-90-days-matter-sally-blount/
https://www.linkedin.com/pulse/leaving-well-why-last-90-days-matter-sally-blount/

funding and all bids were also appraised by the Place Leadership Group and endorsed by
the Board. A good example of teamwork.

For the LEP 2018 is likely to be a busy period with activities progressing on multiple fronts.
In particular our focus since our last Board has continued to be on:

1 Our new Productivity Strategy which is ready to be signed off by the LEP Board and
Joint Committee. Please see Paper 5.1.

1 Alongside this, we are now considering the implications likely to be arising from the
(yet to be developed) Producti vi ty Strategyods Delivery Pl an.
the Govtds strategic Review of LEPs has comm
expect to hear what its recommendations will be until after the May elections. Initial
impressions suggest a strengthened role for LEPs going forward and that Govt want
a more consistent approach by LEPs across the country; from governance
structures and committees, to transparency to strategy methodologies to delivery
organisation and tools. Please see paper 5.2.

1 The recruitment process for Chief Executive is underway and by the Board meeting
we will have completed first round interviews. See Paper 5.3 for a brief update.

1 Enhanced governance and transparency arrangements were expected at our
January board meeting and these had to all be in place by the 28 February. Paper
5.4 summarises the formal feedback now received from our annual conversation,
work that has been done and next steps on the implementation of the enhanced
6scrutiny®é arrangements. Asamosectubngthe of questio
implementation and we have a short discussion to help clarify which issues we
should refer to CLOG at the commencement of the Board. Our company Secretary
Ashfordbs will al so attend to help explore t

As previously mentioned we continue to:

1  Work hard on the delivery of our current programme to maximise impact

1 Support individual bids for funding being progressed by partners;

1 Work actively to facilitate partnership at a variety of levels; locally, regionally, in
sectors and nationally;

9 Listen keenly to understand future opportunities and share intelligence.

I will start the rest of my report with the usual highlight on our three core activities:

i.  Championing our common priorities and build partnerships i these are currently
based on our areads Strategi c-aathmg@aomhi ¢ Pl an |
Deal investment plan submitted to HMG in March 2014. As flagged last month we
are working with the Joint Committee on promoting our priorities to Government

ii.  Secure investment i this work is centred around developing pipelines of
opportunities, prioritising these as needed and drawing up where applicable
proposals / bids for investment. This latter element no longer focuses particularly on
bids for Local Growth Fund (as this is finished) but we still facilitate and advise on




ESIF monies as well as working with partners on lobbying for allocations from central
budgets. See paper 5.5 on ESIF issues.

As previously highlighted the current funding pipelines appear to be focused on those

areas coming forward with strong partnership:¢
opportunities. In view of this we are working on a broad front so we can support

existing HotSW partnerships and emerging new partnerships at regional level or in

sectors. We are now funding jointly with Dorset and Cornwall LEPs some support on

Great South West and Rural Productivity to help raise the profile of these asks and

of fers. A further wupdate on this wild|l be the
Wearealsosupporting preparatory work orfwthhi s aut
a working group lead by Exeter University. A key first step is choosing a date at

which a senior minister could attend.

iii.  Efficient and effective delivery of funded programmes of investment i our assurance
framework is in place and we are managing a pipeline of approaching three quarters
a billion pounds of investment across our 't hi
projects progress and spend; latest programme delivery reports are attached in the
appendices to this report. We anticipate that (at the time of writing this report) we will
have one project related matter referred to the Board by SIP that will need
consideration. Please see paper 5.6 sent separately to the main board pack.

At the last meeting of the Board | flagged that at a meeting of SIP, the Panel

considered a letter from Exeter Science Park. The Panel indicated they were not

minded to meet their request and so officers were asked to follow up with the

Science Parkto get further detailed information on
business plan so that options could be considered. | can report that David Bird the

Chair of SIP with LEP Officers met the Chair and Chief Executive of the Science Park

company and their advisors. A number of positive options were discussed and the

company is now considering these so that a future meeting of SIP can conclude this

issue. We are hopeful a workable way forward has been potentially identified subject

to due diligence by all parties.

As mentioned previously, the LEP does not always act as the conduit for investment
T our HotSW Enterprise Zones are a key tool for us in attracting investment and we
are starting to see some positive signs of potential. There will be a presentation on
this at our Board.

What 6s going well and what isnodt

| would | ike to draw directorodés attention to the
feedback needed.

LEP Staffing 1 At the last board we mentioned we have also been working to recruit an
Inward Investment Manager. In this connection | am delighted to say that Hayley
Wallbank, who previously worked on regional stakeholder engagement for the ICAEW



will be joining us shortly.

ii.  Transport infrastructure 1 We are working with partners to see if we can identify funding
to undertake a feasibility study or the options to reopen the railway line between Taunton
and Minehead. Also, as flagged in some detail for our last board Government has issued
a number of consultations on transport issues, to which the LEP is in the process of
respondi ng. The number of t ridatestpeing:t consult at

a. Great Western franchise (submitted last week),

b. Three different consultations on the A303/A358 (A 358 dualling, and A303
Sparkford - lichester will be responded to this week; A303 Stonehenge
consultation closes 6 April)

Major Road Network consultation (due 19 March)

d. Cross Country franchise (later this Spring).

e

iii.  Energy Strateqy - Govt has now confirmed the funding to establish an SW Energy Hub in
Bristol to support turning these the relevant strategies into actions and the West of
England LEP has agreed to administer this regional facility. This work is moving forward
well and could be the subject of a future presentation to the board.

iv.  Modernising Defence Programme 1 the LEP wrote a letter of support for the Amphibious
Ships following the representations made at the last board. The nature of the debate has
now changed and lan Bowyer will update the board on the thread to prosperity arising
from the current review.

v. Rurali_the Exmoor National Park has developed a proposal to help Govt test the new
funding regimes being envisaged post Brexit. We are working with Park executive on this
Exmoor Ambition proposal, and helping its promotion to Govt.

vi.  Capital to Revenue funding i Further to my report in my last CEX report on future LEP
funding the Finance and Resources committee is progressing discussions with our
accountable body on the arrangements for the first £1m of this income funding which
would secure contractual requirements

vii.  ESIFE T the usual update report is set out in paper 5.6. Further background will be
provided in the presentation at the beginning of the board.

viii.  Growth Hub T as indicated in previous items Govt is increasingly looking for more
consistent approach by LEPs across the country; from governance structures and
committees, to transparency to strategy methodologies to delivery organisation and
tools. One of the tools impacted will be how growth Hubs are operated and Paper 5.7
sets out issues which will be discussed at Business Leadership Group and SIP in the
period before this board.

ix.  Sector and cluster support i an increasing amount of LEP resources and effort is going
into support for our key sectors and clusters. Two current developments are:




a. Nuclear i we are representing all LEPs in the emerging Nuclear Sector Deal
negotiations with Govt and hope this might facilitate further investment in our
area

b. Marine i we have agreed the secondment of Sheldon Ryan into the LEP
(jointly funded with Cornwall and Dorset) to facilitate the development of the
South Coast Marine Cluster

What are the key decisions needed at this board?

Strateqic papers: -

5.1 Productivity Strategy signoff
5.2 LEP Business Plan

Operational papers: -

5.3 CEX Recruitment

5.4 Governance and transparency
5.5 ESIF update

5.6 Matter referred from SIP

5.7 Growth Hub update

What are the key decisions anticipated at our next board(s)
1 Marketing and Comms
1 Progress on cross LEP working inc Rural and GSW.
1 CEX recruitment appointment update

X. LEP Dashboards

a) Economic
Please note that the data provides a snapshot from the current data and the national
sources used often do not present the most up to date picture. For a more up to date picture
of the local economy that takes account of the very latest developments Board Directors are
encouraged to contact their local economic development teams. If directors require any
further amplification on the data sources, please do let us know.
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Heart of the SW
Economy Dashboard

« HotSW productivity growth in 2016, in nominal terms (i.e. not accounting for inflation), has seen a sharper slow
down relative to UK-wide (less London) growth. HotSW average productivity stood at 82.3% of the UK average in
2016, 1.4% higher than the previous year, compared to 2.1% growth between 2014 and 2015.

+» GVA in HotSW grew to £43.3 billion in 2016, a 4.34% increase on the previous year. The chart below shows
HotSW GVA to have picked up pace during this year, whilst productivity growth had slowed over the same period,
after fairly consistent growth rates post-2012.

« This suggests that the economy grew in 6 as a result of an expansion in the total labour input, rather than
improved productivity per unit of labour (hour or worker).

7.

HOTSW GVA and GVA
per hour worked

% Ch. per annum in % i

= i
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Nominal GVA [l Nominal GVA per hour worked

Output & Business Labour Housing
Productivity Market

£43.3bn GVA in 71,520 enterprises in 74.4% employment rate £215,789
2016 2017 (69 per 1,000 32.6% of residents NVQ4+ average house
(+4.34% on 2015) working age population, qualified price (Dec-17)
GVA per hour at vs. 62 UK-wide) £488.6 median weekly -6.8% on Dec-16
85.5% of UK +12.3% since 2011 workplace wages in 2017
(89% of UK average)

National & Regional Context

« In Q3 2017, total GDP, construction and services were all weaker than their post-downturn average,
however services continue to drive GDP growth. Manufacturing returned to growth, and Q3 2017 saw a
much faster growth than its post-downturn average.

The productivity of UK workers has dropped back to pre-financial crisis levels. UK labour productivity,
as measured by output per hour, is estimated to have fallen by 0.5% from Quarter 4 (Oct to Dec) 2016
to Quarter 1 (Jan to Mar) 2017, and a further 0.1% to Q2-17. The UK has seen a steady economic
recovery since the financial crisis, but it has been helped by longer hours and more people working,
whereas labour productivity growth has been lower on average than prior to the economic downturn.
Real household disposable incomes in the UK are falling at their steepest rate since 2011. The amount
that families have to spend - after tax and benefits are taken into account - fell by 2% in the first quarter
of 2017, compared to 2016. This is the biggest decline for more than five years, with inflation the
primary reason for the fall — hitting 2.8% in September 2017, which was last higher in March 2012.

heart of the
south west




Heart of the SW
Subregional Analysis

Economic Output

(GVA, £m, 2016)

GROWTHONPREVIOUS YEAR

Devon
Plymouth
Somerset
Torbay
HotSW
UK

Source: Regional Gross Value Added (Income Approach) ONS,

Dec 2017

+4.1%
+1.8%
+3.6%
+0.9%
+4.34%
+3.72%

£2.10bn

0,
£1162bn

£5.23bn ’

Devon (56.23%) [l Plymouth (12.08%)
Somerset (26.84%)

Torbay (4.85%)

£24.34bn

Workforce Earnings

Gross Weekly Workplace Wages (Median,

Full-Time)

Positive growth all across the area, however inflation has risen by
2.8% in October 2017 on the previous year, which makes all but
Somerset and Torbay workers worse off in terms of take-home

pay. The highest workplace pay in the area remains in Plymouth,
at 96% of the UK average, but Torbay has seen the highest

annual growth.
% Ch % Change
O1bny 2016-17 net
of inflation

-1.3%
-1.0%
0.8%

Average FT
Workplace Earnings
(£/week)

£483.7 1.5%

£528.9 1.8%

£484.4 3.6%
Torbay £467.1 10.6%
HotSW £488.6 2.0%

UK £550.4 2.2%

Devon
Plymouth
Somerset
7.8%
-0.8%
-0.6%

Source: Annual Survey of Hours and Earnings, ONS, Nov 2017

Labour Productivity 2016
(GVA per Hour Worked)

With the exception of Somerset, productivity growth in nominal terms (i.e. not accounting
for inflation) across HotSW has continued to slow down relative to UK-wide (less
London) growth. After years of consistently higher productivity, Plymouth's productivity
has converged with the Devon and Somerset averages in 2016, having seen a sharp
and consistent decline relative to the UK average from 88.3% in 2012, to 83% in 2016.
Somerset's productivity has experienced a different trajectory, with productivity
increasing from 82%, to 83.3% over the same period.
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Source: Subregional Productivity - ONS, Feb 2018







