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Economic Strategy Review
Summary

1. The current York Economic Strategy was developed in 2015 and launched
just after the Brexit referendum in summer 2016. It reflected economic
growth forecasts made prior to that decision and recognised the importance
of bringing forward a Local Plan and proposals for York Central.

2. National economic strategy is set out in the Government’s Industrial
Strategy, with local enterprise partnerships (LEPS) being encouraged to
develop their own regional approached through Local Industrial
Strategies. Both Leeds City Region (LCR) LEP and York North
Yorkshire and East Riding (YNYER) LEP have begun the process of
developing such a document. York needs to clearly articulate its
economic priorities and challenges to both LEPs and seek local industrial
strategies which support our development priorities.

3. Asthe York Central project progresses rapidly towards delivery, our
Local Plan comes closer to formal adoption and other key sites including
Castle Gateway start to really shape growth in York, the need to adapt
our Economic Strategy to make it fit for the next 5 years becomes a
pressing concern.

4. This paper sets out a proposed timeline and outline process to review
the economic climate, consider the challenges we face as a city, and
enable the development of a refreshed Economic Strategy as an early
priority in the 2019/20 work programme.

Background

Current Strategic Economic Context

5. Officially launched on 19 July 2016, just 26 days after the EU
referendum, the current York Economic Strategy was developed



following a year-long consultation with over 100 business groups,
voluntary organisations, educational establishments and entrepreneurs.
It is a partnership plan rather than simply a Council strategy, and is
underpinned by an extensive evidence base of forecasts, scenarios and
consultations, all prepared prior to the Brexit vote and subsequent
General Election.

6. The strategy, sub-titled “Choosing a better story”, considers two
scenarios. In the first, the growth that had been experienced following
the 2008 recession was allowed to continue without intervention, leading
to strong growth in retail, tourism and heritage, but a decline in office
accommodation and further hikes in house prices. Without intervention,
the strategy argues, York becomes a University and dormitory town,
over-run by tourists and too expensive for Yorkies to live in.

7. Inthe second scenario — the “better story” of the title — York becomes the
intellectual hub of the Northern Powerhouse, developing key sites such
as York Central and growing high-value employment sectors, building
affordable homes for the local population, and reinventing itself as a
modern city with a strong and distinct heritage.

8. The second scenario, the one we have signed up to deliver, is set out in
four headline targets:

e Growing wages to above the national average by 2025
e Meeting in full the requirements for business space and housing

e  Growing priority high-value sectors at least 20% faster than
baseline forecasts

e Maintaining comparative advantages in employment, skills and
connectivity

9. The programmes and actions anticipated to deliver these headlines are
then set out in “Eight essential to-dos”:

e Deliver the York Central enterprise zone & high speed hub
e Deliver a Local Plan that supports a high value economy
e Take practical steps to develop and retain talent in the city

e Drive real University- and research-led business growth in key
sectors

e Lobby for investment in key transport networks
e Use local business rate freedoms to drive high value growth
e Make a fresh loud statement of cultural and visual identity
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e Bring people and businesses together in creative low-cost ways

York Skills Plan 2017-2020 was approved on 1st August 2017 and looks
in depth at how we develop, retain and attract talent, adding a further
important objective of making sure no one is left behind.

National economic strategy is guided by the HM Government Industrial
Strategy: Building a Britain fit for the future, published in November 2017.
Built on 5 foundations of Ideas, People, Infrastructure, Business
Environment and Places, the strategy seeks to address the grand
challenges that can put our economy at the forefront of global
development. The Industrial Strategy then sets out sector deals to
support growth in Life Sciences, Construction, Artificial Intelligence, and
Automotive. A second wave of sectors with sector deals in advanced
stages of development covers Creative Industries, Manufacturing, and
Nuclear, and a roadmap for further sectors to gain deals is also set out.
LEPs are identified as the key economic geography, and those with
Metro Mayors are gifted funding and additional powers. LEPs without
mayors will develop their own local Industrial Strategies and be able to
bid for funding from central government.

York, North Yorkshire and East Riding Enterprise Partnership’s Strategic
Economic Plan 2014-2020 sets out a series of ambitious priorities to
make the area “the place in England to grow a small business,
combining a vibrant business location with an enviable quality of life”.
YNYER are now working on a Local Industrial Strategy which will define
their investment priorities over the coming years.

Leeds City Region Strategic Economic Plan 2016-2036 presents a vision
to deliver transformational change across the UK’s biggest economy
outside of London, driving prosperity, jobs and quality of life through
good growth. Inclusive growth is becoming a key theme in LCR policy
development, with a focus on growing employment and incentivising
employers to pay the real living wage. For York, key priorities include
becoming recognised as a global digital centre, boosting exports, a focus
on high level skills, and securing investment in rail infrastructure. LCR
too are developing their Local Inclusive Industrial Strategy.

Progress against York Economic Strategy priorities

Looking first at the 8 essential to-dos of our economic strategy, our
assessment is that four of the priorities are progressing well and
assessed GREEN, with the remaining four underway, but progressing
more slowly and assessed AMBER.
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Deliver York Central & High Speed Hub: progress on York Central is
accelerating, with an outline planning application to be submitted in
August 2018, a detailed planning application for access to follow in
September, and plans for development of the Station frontage recently
the subject of public consultation. Work to finalise the funding package,
enabling the signing of a formal partnership agreement, will be complete
by the close of the year, and work is expected to commence on site in
2019 for access works and 2020 for construction. High speed rail plans
through HS2 reflect the importance of York as a rail hub, while our work
with other authorities along the East Coast main line continues to place
development of existing routes at the centre of rail strategy for the North.
Assessment: GREEN

Deliver a Local Plan that supports a high value economy: the draft Local
Plan was submitted in May 2018, and Inspectors have now been
appointed by Government and we are awaiting feedback to inform the
next stage in the process. Assessment:. GREEN

Take practical steps to develop and retain talent: work with Higher York
and the Skills Team is still at an early stage. As York Central, which will
provide a rapid expansion of workspace for graduate level employment,
comes closer to fruition, this priority will become increasingly urgent.
Assessment: AMBER

Drive real University and research-driven growth in key business areas:
closer collaboration between the Universities and the Council has been a
priority for some time and still remains a challenge. However, growth in
the bio-economy — exemplified in the Biorenewables Development
Centre at Dunnington, the Biovale initiative and the National Agri-Food
Innovation Campus (NAFIC) at Sand Hutton — is strong. The fastest
growing sector in our economy is creative industries, with both
Universities strong in this area, and emerging work exploring artificial
intelligence applications in the insurance industry presents further
opportunity. Assessment: AMBER

Lobby for investment in key transport networks: we are making steady
progress on securing investment in key local ralil links; the York
perspective is being reflected in plans for HS2, the trans-Pennine route
and East Coast main line; work is now underway on further
improvements to the A1237 (York outer ring road northern section).
Transport infrastructure continues to be a high priority for the city, and
underpins much of work with both LEPs and more broadly with Transport
for the North and the Northern Powerhouse. Assessment: GREEN
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Use local business rate freedoms to drive high value growth: the
adoption of York Central as an enterprise zone in April 2017,
incentivising inward investment through rates relief, is a key recent
success. The LCR business rates pool, piloting potential national
approached to implementing business rate freedoms, has already
provided significant investment into our creative and cultural industries
sector, and three bids to the current round will, if successful, bring a
further £1.4m to support priority sites, industries and city-wide projects.
Assessment: GREEN

Make a fresh loud statement of visual and cultural identity: early work to
establish a shared city brand is underway, informed by the Cultural
Leaders group’s emerging York Cultural Strategy and an industry-led
creative industries sector plan. We hope to secure funding through the
Business Rates Pool to support a city-wide process to engage with
residents, businesses and key institutions and enable the development
of a shared vision. Assessment: AMBER

Bring people and businesses together in creative low-cost ways: public
engagement through My York Central and My Castle Gateway is
demonstrating the value in bringing people together, and we are now
seeking to extend the approach into working with the business
community. Our partners in Make It York, York Business Improvement
District (BID), the Chamber of Commerce and the Federation of Small
Businesses all need to be involved as we seek to develop ways to bring
the business community together. Assessment: AMBER

For our headline targets (see para 8 above), progress is less positive,
with two assessed at RED, two at GREEN.

Growing wages to above national average by 2025: as the chart below
shows, wages in York as rising but lagging behind the national average.
This is a consequence of the industrial structure of our economy, with
retail, tourism, hospitality, health and social care and education making
up 60% of all jobs in the city. While high wage sectors, including the
creative industries, science and technical and financial services, are all
growing faster than lower paid sectors, they still represent a minority of
employment in the city. Assessment: RED

A more nuanced view is presented by recent data on household
disposable income, which shows the overall impact on household
finances of pay, income from investments, and both income from and the
costs of housing. These figures are more positive for York and hint at
the broader approach needed if we are to find ways to increasing the
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prosperity of our residents. It is not simply take home pay which is
important — the cost of living in York, with relatively high house prices
and factors such as transport and childcare costs, also needs to be taken
into account.
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Meeting in full the requirements for business space and housing: The
adoption of our draft Local Plan will be a crucial step in enabling the right
guantum of housing and employment land to be brought forward and
support growth. Putting aside targets for housing numbers, figures on
actual delivery of units show that an average of 302 units per year have
been built in York over the past 5 years. As current estimates suggest
that around 3 times this number is actually needed, it is clear that
demand is not being met. There is a similar picture to be painted for
both industrial and office space in York, with supply not meeting demand
and businesses having to choose between constraining their own growth
or leaving York. Assessment. RED

Growing priority high-value sectors at least 20% faster than baseline
forecasts: The fastest growing sectors in terms of percentage growth in
employment are creative industries and science and technology, which
created a combined 1,400 jobs in 2017, well ahead of the published
target. To emphasise the point made above on pay, businesses in the
retail and logistics sectors, which are low paid industries, added 1,250
jobs in the same period. Financial services did less well last year, losing
500 jobs which was an 11% reduction. Assessment: GREEN

Maintaining comparative advantages in employment, skills and
connectivity: These measures are provided by Centre for Cities, with
data in the most recent year showing continued improvement in
employment and skills data, where York is among the highest scoring
cities in the UK, and a level position for connectivity. Assessment:
GREEN.
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Gaps in the current strategy

The current York Economic Strategy was developed prior to the vote to
leave the European Union and the subsequent General Election. The
national Industrial Strategy has been released in the meantime, and
much progress has been made with key sites such as York Central and
with our Local Plan.

Each of these is a good reason in its own right to review our Economic
Strategy. Together, they make a compelling argument for an update of
our current published plan.

The York Skills Plan recognises the need to ensure no one is left behind.
The Inclusive Growth agenda has developed considerably over the past
year, and this is emerging as a gap in our own strategy. Understanding
what Inclusive Growth means for York, rather than simply adopting
policies developed in a West Riding context, is a vital step if we are be
fully involved in this area of policy.

Recent high profile closures and business failures of well-known high
street chains and the continued growth in online retailing demonstrate
the global changes that are happening in retail. Our current strategy
sees retail in York purely from the perspective of the many low wage jobs
that the sector is built on. We need to embrace this key element of our
economy, understand the global changes that are impacting the sector,
and build a positive view of retailing into our strategy.

For our large regeneration projects and for York Central in particular, it is
vital that we set out a plan for the sectors that we want to see expanding
into the new work space that will be provided. Left to its own devices,
the market will bring a broad mix of occupiers. A targeted campaign,
underpinned by a clear strategy to drive growth, could bring a step
change to our economy.

Developing a refreshed Economic Strategy for York

Our current Economic Strategy is for the period 2016-2020, and its sister
document, the York Skills Plan, covers 2017-2020. A new strategy will
thus be needed for 2020 onwards, with drafting taking place in 2019, and
there is an opportunity to bring both economic development and skills
together into a single framework.

While we have identified weaknesses and gaps in the current Economic
Strategy, it has enabled a targeting of resources on key issues, and is
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delivering results. This suggests that we should develop a refreshed
Strategy rather than starting again from scratch.

To enable the completion of such a refreshed Strategy in 2019, work
would need to begin in Autumn 2018 to develop a common appreciation
of the challenges that York faces and the scope that we have as a city to
influence economic change. Establishing this prior to the 2019 Election
period would allow a diversity of potential policy responses to be brought
forward by politicians. Drafting work on the refreshed Strategy could
then begin soon after the elections, enabling formal adoption before the
end of the year.

In September 2017, we held a review event looking at progress on the
Economic Strategy. This brought around 100 stakeholders together,
looking at four key themes. These were:

e 18-35s,

e ashared investment plan,

o City centre,

e City brand.
The event was well attended, and the conversations around those
themes helped to shape subsequent work. There is a desire for a similar

event this year, potentially as part of a rejuvenated York Business Week
which takes place from 12"-19™" November 2018.

A conference, bringing together partners, stakeholders and businesses
to reflect on progress in the economy and consider some of the
challenges we face, would form a good starting point for the work
needed for a refresh.

An outline process for the work is proposed as follows:
¢ Now to Autumn 2018 — review, refresh and extend evidence base

e Autumn 2018 — Economic Strategy conference (either after the
Party conference season in early October or as part of York
Business Week in November)

e Between conference and January 2019 — a series of papers
looking at key aspects of the Strategy, challenges for the York
economy, and potential policy responses to inform policy
development

e Spring 2019 — process on hold during Election period
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e June 2019 to Autumn 2019 — develop refreshed Strategy with the
new administration

e Autumn 2019 — launch York Economic Strategy 2020-?? at a
further iteration of the conference

Consultation
Stakeholders will be consulted as part of the refresh process.

Council Plan

Developing a clear and relevant Economic strategy is key to delivering a
prosperous city for all.

Implications

Financial - there are no financial implications.

Human Resources (HR) - There are no human resource implications

Equalities — There are no equalities implications

Legal - There are no legal implications

Crime and Disorder - There are no crime and disorder implications
Information Technology (IT) - There are no IT implications
Property - There are no property implications

Other -There are no other implications

Risk Management

The risk of not updating our strategy is that it becomes increasingly
irrelevant and our work on economic development retrenches to a
responsive approach. Equally, if we refresh the strategy before the full
Council elections in May 2018, there is a significant risk that the new
administration will not adopt the strategy. By developing thinking over
the coming months to set a shared understanding of the challenges and
strengths of our economy, we plan to enable that new administration to
bring forward their responses to those challenges in a new strategy
which can be launched in the early months of a 4 year term.



Recommendations

45. Members are asked to note and comment on the contents of this report
prior to it being considered by the Executive Member for Economic
Development and Community Engagement at a Decision Session on 23
July 2018.

Reason: To inform Members of the proposed timeline and process for
the development of a refreshed Economic Strategy.
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Annexes
Annex 1 — York Economic Strategy Update

Abbreviations

BID — Business Improvement District

LCR — Leeds City Region

LEP — Local Enterprise partnership

NAFIC — National Agri-Food Innovation Campus
YNYER - York, North Yorkshire and East Riding
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