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e Problems in managing the delivery and attributing
results arose from the use of SRBCF resources
alongside other funding sources to form a
complex cocktail of finance for start-up activities.

e There was a wide range in the levels of business
start-up activities achieved, from 34 in 1995/96 in
Blackburn to 480 in 1996/97 in Tyneside.

e The survival rates of the businesses assisted,
over a 78 week period (this being the longest
time possible given the timing of the study), were
generally between 70% and 80%.

e Evidence from Tyneside indicated that supported
business starts were around three times as likely
to survive than businesses which started
without support.

e Based on the opinions of interviewees rather than
any hard evidence, it was considered that a large
(out unspecified) proportion of start-ups would have
gone ahead anyway in the absence of support.

The study also identified six critical success factors

from the case study areas, these being:

e The shift away from start-up support as an
unemployment measure.

e Flexibility in delivery to meet participants’ needs.

e Balancing the provision of training, counseling
and financial support.

e A focus on the development of a realistic,
workable business plan.

e A change in the emphasis of the support from
seeking volumes of starts as the key objective, to
a concentration on quality business starts.

¢ Rigorous selection to ensure that the businesses
supported have the maximum potential to survive.

4.8 Business Development in
the Coalfields

Most of the preceding discussion has been concerned
with regeneration policies primarily focused on
deprived urban areas, but in this section we review
the evidence relating to business development in
another type of deprived area, the coalfields. We
draw principally upon the Interim Evaluation undertaken
for the DETR (2000b) which included a detailed

assessment of the impact of various policies on
businesses in six case study coalfields. Other studies
are referred to insofar as they discuss business
development, although most tend to focus on other
aspects of coalfield regeneration such as community
development (Bennett et al, 2000; Ball, 1999).

There has been a wide range of policies and financial
incentives aimed at stimulating business development
in the former coalfields, including land and property-
related interventions by English Partnerships and the
RDAs, Regional Selective Assistance, European
Structural Funds, SRB programmes, local authority
assistance, and the various forms of assistance
provided by Business Link. On top of these policies,
a new Coalfields Enterprise Fund because operational
in November 2002 (having been delayed since 1998
due to the need for European Commission approval
on state aid rules) which aims to provide capital
funding support to SMEs with high growth potential.

There appears to be some agreement amongst the
authors of the few recent studies of the coalfield
areas that existing policies have had little positive
impact on business development. They tend to be
critical of the claims made by British Coal Enterprises
concerning the amount of alternative employment
being created in the coalfields (Fothergill and Guy,
1994). For example, a study by Bennett et al, (2000)
questions the claims made by British Coal Enterprises
concerning employment creation and new business
start-ups, asserting instead that there has been little
growth of SMEs and very few in new, high-tech
sectors. The emphasis on attracting inward investment
is seen as reflecting a realistic assessment of the
difficulties of encouraging the formation and growth
of SMEs. However, on the basis of evidence from
two case study areas (Rhondda Cynon Taff and
Mansfield), Bennett et al, also maintain that the
coalfields have had little success in attracting inward
investment, compared to the surrounding regions.

Turning to more detailed statistical evidence, the
Interim Evaluation (DETR 2000b) estimates that
around 17% of all regeneration projects in the six




case study coalfields were concerned with providing
business support. Based on a survey of businesses
which have been assisted, the researchers arrive

at a cost per net job figure of £26,000 which they
acknowledge to be high compared with the
evaluation evidence on business development and
regeneration programmes elsewhere. They attribute
this to very low levels of additionality claimed by
businesses which have received assistance. In fact,
62% of the surveyed firms said that they would
have gone ahead with the business growth or
competitiveness projects without public support.

Each case study provides more specific evidence
of low additionality. For example, in the case of the
Castleford area in Yorkshire, 40% of the businesses
surveyed had received assistance (mainly for sites
and premises and for training) and although most
considered there had been tangible effects on their
business performance, most claimed that they
would have gone ahead without the assistance (i.e.
close to zero additionality). Also, when asked what
they would have done had their current sites and
premises not been available, most firms said that
they would have relocated elsewhere in the local
area. Similarly, in the case of the Seaham and Murton
area in Durham, it was found that 72% of firms
employing more than 50 staff had received some
form of assistance from the public sector, but only
8% of them said that they could not have gone
ahead without public sector support and over half
of them (54%) claimed that they would have gone
ahead without the assistance.

As well as the large element of ‘deadweight’, the
business survey results in the case study areas also
indicate a high risk of displacement. For example, in
the case of Castleford, the sales of 40% of the
surveyed businesses were confined to the case
study area or the wider coalfield region, leading the
researchers to conclude that any increase in their
sales would be at the expense of other businesses
in the area. Moreover, they also concluded that
these displacement effects would outweigh any

local supplier multiplier effects since it was found
that less than 20% of the businesses drew their
supplies from the local coalfield area.

In view of this evidence, the authors of the Interim
Evaluation argue that a more selective and resource
intensive approach to providing business development
support in the coalfield areas will have a greater
impact than the current, fairly broad brush approach.
Another conclusion that the researchers come to,
which is consistent with that of other policy evaluations
of deprived areas, is that the solutions to the problems
of coalfield communities are unlikely to be found

in the local areas themselves but within the wider
sub-region. The issue becomes one of how best

to ensure that local people are able to take-up the
opportunities that are available in areas of economic
expansion, placing the emphasis on improvements
in public transport, changing attitudes towards travelling
to work, and various education and training initiatives.
These need to be coupled with initiatives to support
community development, including encouraging and
supporting various forms of social enterprise for those
who are unable for whatever reason to successfully
compete for jobs elsewhere in the sub-region (e.g.
though the work of the Coalfields Regeneration
Trust) (Bennett et al, 2000).

4.9 Conclusion

Overall, the evidence base relating to the evaluation
of past regeneration programmes can best be
described as ‘good in parts’. There have been
several thorough and systematic evaluations of case
study projects under different programmes which
provide us with quantitative measures of the impact
that various kinds of support for business development
have had on deprived areas. However, it is difficult
to draw any general conclusions about the impact
of regeneration programmes from this work as the
results vary according to the programme. Thus, the
physical redevelopment approach typified by UDCs
and EZs appears to have achieved high levels of
employment additionality and low levels of business




displacement on the one hand, but scores poorly in
terms of recruiting people from local deprived areas
on the other. The evidence suggests that City
Challenge has been much more successful in this latter
respect, possibly demonstrating the benefits of a
more holistic approach to regeneration. However,

it seems that these findings need to be weighed
against those coming from the evaluations of the
Urban Programme and the SRB which show the
risks of low business survival and high displacement
which result from assisting marginal, low value-added,
start-up businesses. As evidence from the coalfields
shows, there is a high risk of displacement as well as
low additionality when support is generally available
to all businesses within a designated area, rather
than targeted at more innovative and growth
orientated businesses.




What lessons can be learnt from
the experience of policies which
have directly or indirectly affected
business-led regeneration in

deprived areas?

5.1 Introduction

Having now reviewed the evidence base relating to
business-led regeneration in deprived areas in the
three previous chapters, we now pull things together
by identifying a number of lessons that can be
drawn from the evaluations of those policies which
have had, directly or indirectly, a bearing on business
development in deprived areas. In doing this, we will
refer back to the relevant sections of the proceeding
chapters where the supporting evidence can be found.

Since much of the evidence which we have reviewed
relates to policies which go back over a 20 year
period, we will also consider the extent to which
more recent policy initiatives have addressed some
of the limitations of previous policies. In particular,
we will include some observations on the policies
which the SBS has introduced over the last three
years to try to stimulate entrepreneurial activities in
the most deprived areas.

5.2 The quality of the
evidence relating to
business development
and deprived areas

Overall, the evidence relating to ‘area based initiatives’

tends to be more helpful for the purposes of this
review than that concerned with evaluating various
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business support policies. Perhaps this is not
altogether surprising, given that by definition area
based initiatives have been targeted at designated
problem areas, whereas business support policies
have tended to be targeted at the needs of particular
types of business.

In the case of area based initiatives, a series of
systematic evaluations have been commissioned

by the Government and undertaken by external
consultants. These can provide reliable and quantitative
indications of the effectiveness of these programmes
as they relate to business development and their
employment indications. Most of these evaluations
have applied the Treasury’s guidelines for measuring
additionality, displacement, and value for money
effects, using data obtained from large samples of
beneficiary companies. The main criticism that we
would make of some of these evaluations is that
there is insufficient consideration of the extent to
which the population of deprived neighbourhoods or
groups have benefited from the business development
which has taken place. Thus the interrelation between
the business development aspects and the social
aspects of regeneration often remains uncertain.

As far as the evaluation of business support
programmes are concerned, this review has drawn
attention to the lack of consistent and reliable evidence
relating to the impact of these programmes and,




apart from a few exceptions, the absence of any
consideration of their impact upon deprived areas.
This has proved a major drawback in carrying out
this review as we have little systematic evidence of
the impact that various kinds of business support have
had on businesses in deprived areas. The evidence
therefore tends to be partial and circumstantial with
greater attention to output monitoring and delivery
than the evaluation of impacts. For example, there
is some evidence that attempts by mainstream
agencies to deliver programmes to minority groups
are limited by the under-representation of these
groups in the client base of these agencies, but
unfortunately there has not been a comprehensive
analysis of the client data base of Business Links in
different areas (3.9, p.48).

5.3 Economic versus social goals

As this review has shown, there are different
rationales for supporting business development in
relation to the regeneration of deprived areas, yet
there can sometimes be confusion between different
objectives which can affect the way in which the
effectiveness of a programme is assessed.

From a strictly economic development standpoint,
regenerating an area depends upon the generation
of external income by businesses located there and
the extent to which there are local multiplier effects
resulting from jobs created and the development of
local supply chains. This tends to favour an approach
to policy which prioritises attracting ‘inward investment’
and targeting new and existing businesses which
can demonstrate that they have innovative products
and services, are operating in niche markets, and
have growth potential. An approach that is focused
on promoting or supporting self-employment (i.e.
sole traders and/or one and two person businesses)
is not appropriate, since it is likely to produce low
value added local market activity, with high displacement,
resulting in negligible additional income into the local
economy (2.2, p.9). Similarly, a policy of providing
blanket support to small businesses runs the risk of
assisting one local business at the expense of another

local competitor business since the evidence suggests
that many new firms in deprived areas tend to
imitate what is there already (2.2, p 8-9).

However, if the policy goal is primarily a social one,
some of these latter approaches become more
appropriate. For example, some business start-up
programmes have been more concerned with the
social aim of providing income support to previously
unemployed people rather than supporting new
businesses which are capable of generating income
and employment (3.2, p.34). From an economic
point of view, the fact that a new business only
survives for a year may be regarded as a ‘failure’.
However, if it results in its owner gaining skills and
experience that help him/her in a later business
venture or make them more employable, then
arguably it has contributed to the development of
skills and capacities within the local population.
Furthermore, self-employed people may be delivering
important services that would not be available
otherwise, particularly in some rural areas. Similarly,
we referred in chapter two (2.3) to the different
views that people have concerning the contribution
of social enterprises to regeneration, with some
seeing them as essentially concerned with social
ends. For example, the encouragement of social
enterprises now plays an increasingly important role
in the community regeneration of both coalfield and
disadvantaged rural areas, given the difficulties that
have been experienced in attracting inward investment
and more conventional forms of business development.

One implication is that greater clarification is needed
about the objectives of policies concerned with
different kinds of enterprise activity to avoid the
ambiguities that sometimes arise. A second implication
is the need to assess the achievements of policy
against appropriate criteria. For example, there has
been a tendency to assess the effectiveness of all
business development policies against rather narrow
and conventional economic indicators (i.e. number
of businesses surviving over a given period, and
numbers of jobs they generated), which may result
in some of the less tangible and more difficult to




quantify benefits being overlooked (e.g. the provision
of services, the creation of self-confidence and the
strengthening of human capital).

5.4 Focused, but complementary
policy measures

Following on from the previous point, the available
evidence on those area based policy measures
which are concerned with business support/
development indicates that they work best when
they are clearly focused on a limited number of
objectives rather than trying to address various policy
agendas. For example, some experts on Regional
Selective Assistance argue that it has been effective
as a policy tool because it has focused on attracting
inward investment and employment creation within
clearly defined Assisted Areas, but that it would be
less successful in these respects if it was also
required to contribute to tackling social exclusion

in the most deprived areas (4.2, p.61).

At the same time, various evaluations have also
shown that focused policy measures contribute
most to regeneration when they complement (rather
than compete with) other initiatives concerned with
other aspects of regeneration (4.2, p.61). Again in
relation to Regional Selective Assistance, the
evaluators argue that it needs to work in harness
with other policy measures such as training initiatives
and improvements in public transport if the new
investment and jobs which have been brought into
a region are to benefit those experiencing economic
exclusion. In other words, the linkages between
different policy measures need to be mapped out

if the social gains of policies focused on business
development are to be optimised.

This highlights the importance of better joined-up
thinking/working to achieve synergy between those
policy measures which relate directly or indirectly to
the regeneration of deprived areas. It requires a
more strategic approach at the local level which can
make the connections between different policy
measures. Progress is being made towards this with

the formation of Local Strategic Partnerships, concerned
with achieving better co-ordination between public
services at the local level as well as greater community
involvement in the future planning of areas. In relation
to the contribution of business to the regeneration
of deprived areas, the involvement in LSPs of those
agencies concerned with encouraging and supporting
business development is necessary to ensure
compatibility with locally defined regeneration priorities.

5.5 Property/physical
redevelopment approaches

During the 1980s and early 1990s, the government’s
favoured approach to urban regeneration had a
single minded focus on land and property development
as a way of stimulating industrial and commercial
investment within run-down areas. The evidence
related to this approach (notably Urban Development
Corporations and Enterprise Zones) is consistent in
demonstrating high levels of additionality in terms of
business investment and employment generation,
with the larger firms and investments achieving the
greatest additionality (4.3, pp. 62-65; 4.4, pp. 66-68).
However, it is important to recognise that additional
benefits were usually measured at the sub-regional
or local authority scale, rather than at ward or
neighbourhood scales. The property-led approach
undoubtedly assisted the formation of new firms,
the expansion of existing firms, and the relocation of
firms. As such, it contributed to the modernisation
and improved competitiveness of businesses in the
designated areas. The evidence also indicates that
the ‘shadow effects’ on nearby business areas appear
to have been minimal, contrary to some expectations
when the UDCs and EZs were introduced (4.3,
p.65; 4.4, p.67).

One of the main lessons to be drawn from the
evaluations of the property-led approach is that it
cannot be assumed that successful business
development in or close to deprived areas will bring
employment benefits to those living in these areas.
Insofar as the evaluations have considered the
proportion of additional jobs which are taken-up by




local workers, the evidence indicates that this has
been low — typically between 10 and 15% (4.3, pp.
62-64). The majority of jobs that have been generated
have therefore ‘leaked’ out, resulting in the wage
income being lost to the area. The studies of urban
labour markets have provided some insights into the
reasons for this, including the recruitment methods
used by firms and the tendency for some deprived
housing areas to become stigmatised in the minds
of managers. Physical proximity to jobs is relatively
unimportant compared with the social networks and
recruiting practices which managers use to select
staff. Therefore this evidence provides further
confirmation that policies focused on business
development need to be linked to policies based on
removing these various barriers to local recruitment
for workers living in the most deprived communities
to benefit.

5.6 Business mobility
and retention

A striking finding of several of the evaluations of
area based, business development programmes
has been that the main source of new investment
comes from businesses that are already in a local
economy or at least in the surrounding region. For
example, the study of ‘inward investment’ taking
place in Enterprise Zones found that the origin of
most investments was within the same region (2.5,
p.16). Thus the importance of indigenous forms of
investment to the economic revival of deprived
areas should not be underestimated. Another related
key finding (4.2, p.60) has been that more than half
of so called ‘inward investment’ now comes in the
form of ‘follow-on’ investments from firms that are
already located in an area, thereby underlining the
importance of after-care policies which try to maximise
reinvestment and encourage inward investors to
become more embedded in local economies.

Having said this, the available evidence (2.5, p.18;
4.8, p.80) seems to indicate that it has proved
particularly difficult to attract mobile investment to
certain types of deprived areas, particularly inner

urban locations and coalfields. However, some
inner-city areas have had more success in attracting
businesses in the distribution, retailing, and construction
sectors. It also shows that inward investors are less
likely to recruit local unemployed people in inner
urban locations.

On top of this, some evidence also indicates that it
is difficult to retain the more dynamic and growth
orientated firms within urban deprived areas (2.2,
p.8). As firms expand they have a high propensity to
move further out, motivated by the search for larger
and more modern premises. In the process they
take key skilled workers with them, whilst making
less skilled staff redundant. Therefore, the provision
of a greater range of sizes and types of industrial
and commercial property on brownfield sites is an
important way of trying to combat this trend.

In relation to investment in deprived areas, it should
be noted that the ODPM is currently funding a
separate study of the factors affecting the level and
form of private sector investment in the regeneration
of deprived areas (being undertaken by the University
of Ulster). This involves a detailed review of the
evidence base and interviews with practitioners. As
well as looking at different forms of private investment,
the study considers the main influences and barriers
affecting investment decisions in regeneration areas.

5.7 Matching areas of business
opportunity to deprived areas

Given that it is unlikely that larger businesses and
inward investment projects will be attracted to
deprived areas (a conclusion drawn by several of
the evaluators of regeneration policy), solutions to
the employment needs of deprived areas need to
be found at the sub-regional rather than local scale.
For example, a conclusion of the interim evaluation
of business development in the coalfields was that
the issue is one of how best to ensure that local
people are able to gain access to areas of economic
expansion elsewhere in the sub-region (4.8, p.81).
In many urban areas too, the central issue is one of




how to help people living in deprived areas benefit
from the employment opportunities generated in
areas of business opportunity/expansion which are
within an acceptable commuting distance. While
localised programmes such as the New Deal for
Communities and ward level area programmes such
as Neighbourhood Renewal are needed to target
the most deprived areas, the evidence suggests to
us that it is better if policy initiatives concentrate on
labour market schemes aimed at improving the
skills of those who want to work in other firms or
start their own business than on trying to attract
large or small businesses to these areas.

The implication is that there may be some potential
here for more focused local capacity building
initiatives which link the employment opportunities
for local residents to the recruitment needs of
particular employers. These initiatives might include
widening the area of jobs search, providing pre-
employment training and work experience, such as
through intermediate labour market schemes as well
as encouraging employers to participate in local job
content schemes. The cost and inconvenience of
commuting may be a disincentive which will need to
be overcome through some form of subsidised travel.
The economic dimension to tackling the regeneration
of deprived areas therefore requires a more sub-
regional, or city-wide perspective than one which is
confined to looking for solutions within the most
deprived neighbourhoods themselves.

5.8 Targeted business support

Several of the studies which have evaluated
initiatives concerned with assisting start-ups and
micro businesses in deprived areas arrive at the
conclusion that to improve their effectiveness,
initiatives need to be more targeted and selective
(according to sector and business type) (4.5, p.69;
4.7, pp. 78-79). For example, it has been a
characteristic of those business start-up projects
funded under the SRB that the businesses assisted
have been marginal businesses which have suffered
from low survival and high levels of displacement

(4.7, pp 77-78). On the other hand, those projects
which have adopted a more targeted approach
have been found to have been more successful

in terms of helping to create more sustainable
businesses. Similarly, the evaluation of business
development in the coalfields has also argued for

a more selective approach in view of the high level
of displacement resulting from the kind of blanket
support which has been available (4.8, p.81). From
an economic development perspective, the evidence
suggests that business support agencies need to
find ways of steering start-ups away from overcrowded
sectors and product/service markets where there is
a high risk of local displacement and to encourage
business ideas which are more distinctive and
innovative. However, the difficulties of achieving

this in more deprived areas should not be
underestimated (2.2, p.9).

As well as a more targeted approach to the kinds of
businesses which are supported, the way in which
support is delivered is another key issue. For example,
people from disadvantaged groups are more likely
to look for support from those organisations or
individuals that are perceived to have empathy and
some common ground (3.9, pp. 48-50). The existence
of specialist ethnic minority or social enterprise
support agencies can be crucial in this respect.

The limited evidence which is available on the take-
up of business support in deprived areas, particularly
inner city areas, indicates that the demand for support
from mainstream business support agencies tends
to be lower than elsewhere (3.9, pp. 48-49). This
may be a reflection of the way the support is delivered
or that the kind of support which is available is
inappropriate to the needs of the businesses. This
emphasises the importance of basing business support
policies on informed market research about the needs
of local businesses, rather than on the assumptions
and anecdotal experience of individual practitioners.

A further point to mention here is that the kinds of
methods which are appropriate to delivering support
to small businesses in different kinds of deprived




area will vary. For example, in disadvantaged and
remote rural areas, the effective delivery of business
support requires approaches which recognise the
distinctive characteristics of the rural environment,
with its dispersed and low density business population.
Experience suggests that proactive outreach activity
by business advisers, involving regular contacts with
client businesses to develop trust-based relationships,
is a successful model for delivering support in remote
rural areas. However, this involves acceptance of the
additional costs involved in delivering this kind of
support (i.e. the so-called ‘rural premium’).

5.9 Finance needs of
entrepreneurs

There is some evidence that it is more difficult to
access finance for (potential) entrepreneurs in
deprived areas, reflected in loan terms and rates,
the effect of some credit scoring models, and the
inappropriateness of SFLGS for the types of
businesses found in deprived areas (3.8, pp.36-38).
The culture gaps between bank managers and inner
city entrepreneurs, particularly those from ethnic
minority communities, may have been a factor affecting
the demand for mainstream finance. Studies have
also drawn attention to the patchy availability of
micro-credit between areas and the poor performance
of many soft loan funds, resulting in many of them
being wound up (3.8, p.38).

The Government has been responding to the
evidence relating to funding gaps in deprived areas.
Since 1999 the SBS has taken a number of steps
to promote new enterprise in deprived areas by
means of various schemes, based on the premise
that there is unrealised entrepreneurial potential
amongst the people living in these communities.
Under the umbrella of the SBS’s Phoenix Fund,
various initiatives have been started including a
Development Fund to promote innovative ways of
supporting enterprise in deprived areas and a
Challenge Fund to help resource Community
Development Finance Institutions (CDFIs). In terms
of the CDFls for example, 48 projects have received

funding in the first two rounds of Phoenix Fund
support, although it is too early to assess the
impact that this support is having upon enterprise
development in deprived areas.

5.10 Identifying the competitive
advantages of deprived areas

It might be thought that deprived areas have few
competitive advantages and that is why inward
investors are not attracted to them and relatively few
dynamic and innovative businesses develop there.
In fact, this is the conclusion which can easily be
drawn from some of the studies of deprived areas.
However, the Government is now taking a far more
positive view of the future of deprived areas, based
largely on the influential writings of Michael Porter
supported by evidence of inner city economic
revival in the US.

Porter’s ‘Initiative for a Competitive Inner City’ has
been successful in stimulating a renewed interest in
identifying the competitive advantages of deprived
areas, and inner cities in particular. He has claimed
that inner cities typically have four competitive
advantages: (i) a strategic location i.e. proximity to
high rent business or retail areas, lower rents, good
transport links; opportunities for back office, support
and logistics functions; (i) local market demand i.e.
large under-served retail markets (in the US at least);
(iii) clusters i.e. links to clusters of inter-linked
activities (by becoming an important part of their
supply chain); and (iv) human resources i.e. many
residents are working or seeking (more) employment.
These, of course, are in many respects the kinds of
agglomeration economies that have been recognised
by urban economists for a long time. Porter also
recognises a number of disadvantages including a
lack of suitable premises, high crime levels, a
deficiency in management and other skills, and the
problems which disadvantaged groups have in
accessing capital.

A further factor influencing urban competitiveness
is how land, property and key regulatory decisions




about planning affect the ability of urban areas to
attract investment (Begg, 2002, p.313). In some
ways, this has been recognised in British urban
policy since the late 1970s, as expressed in the view
that enterprise activity in many urban areas was
being stifled by the restrictive nature of the planning
system. This resulted in a number of policy initiatives
during the 1980s concerned with simplifying and
speeding up the planning process in these areas
(4.3, p.62; 4.4, p.66). Yet, two decades later, the
Government’s Urban Task Force still maintained that
planning is too concerned with controlling development
and not sufficiently attuned to the needs of private
sector investment (DETR, 1999). The Government’s
modernisation of the planning system aims to make
the process more sensitive to the needs of business
and private investment, whilst at the same time
ensuring sustainable development. It remains to

be seen to what extent these changes stimulate
enterprise activities in deprived areas.

The Government’s City Growth Strategy (CGS)
initiative adopts Porter’s ideas about regenerating
lagging inner city economies by focusing on
entrepreneurship, new business development, and
small business growth and aims to embed business
growth in local communities. Rather than providing
a blueprint for all inner city economies, the CGS
recognises the importance of developing a strategy
based on the analysis of local circumstances and
the identification of the competitive advantages and
‘community assets’ of the local economy. Launched
in late 2001, the CGS consists of four pilot projects
in different cities in various parts of the country
(Nottingham, Plymouth, St. Helens, and four areas
within London).

The starting point of the CGS is an examination of
the area’s business base, including local competitive
advantages and disadvantages. This forms the
basis for the development of effective action plans
for inner-city business development and growth —
plans that seek to capitalise upon the advantages
and minimise the disadvantages. The results of the
monitoring of these pilot projects will help in the

understanding of the factors influencing the nature
and scale of entrepreneurial activity in different localities.

However, at the heart of the CGS and other initiatives
aimed at stimulating enterprise and investment in
deprived areas is the interrelationship between
competitiveness and social exclusion, which recent
research as part of the ESRC's ‘Cities — Competitiveness
and Cohesion’ research programme shows to be
complex and poorly understood (Begg, 2002, p.317).
On the one hand, whilst it might be thought that
high levels of social exclusion might have an adverse
impact on competitiveness and business success
as a result of various negative externalities and the
poor image of deprived areas, the researchers
conclude that the evidence here is inconclusive.

On the other hand, they also show that it cannot be
assumed that the competitive success of cities will
automatically counter social exclusion since persistent
poverty and deprivation exist even in some of the
most buoyant urban economies. They suggest that
explanations are to be found in the process of labour
market change as well as the adverse impact of the
education system.







Where are the gaps in the
current knowledge base and
what research is needed?

6.1 Summary of gaps in current

knowledge and options for
how these might be filled

The existing evidence base that has been reviewed
in this study suffers from being:

e Fragmented and of variable quality.

e Limited in the extent to which it makes direct
reference to deprived areas.

e Dated in that it relates to policies which have
now finished.

The authors identify the need for more targeted, up-
to-date evidence, looking specifically at the impact
of different types of enterprise on deprived areas.
Further research might therefore focus on assessing
the on-going regeneration impacts of various kinds
of enterprise in a range of deprived area types. For
example, this could include: (i) identification of the
principal factors which either promote or obstruct
various forms of enterprise activity; (i) comparisons
of the regeneration impacts of different types of
enterprise; (i) comparisons of the impact of enterprise
in different business sectors; and (iv) refinement and
testing of a methodology to assess the various
regeneration impacts, including both ‘hard’
quantitative and ‘soft’ qualitative impacts, which
could subsequently be applied to other areas.

Various approaches are available to meet this need.
For example, this might take the form of either a
discrete piece of work, or alternatively a longitudinal
programme of research. A short-term study would
provide an up-to-date, empirically based assessment
of the various kinds of impacts that different types
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of enterprise are having on the chosen areas. It
would also provide an indication of the potential
that different forms of enterprise have for making a
greater beneficial impact, as well as the kinds of
policy initiatives that might help achieve this.
Meanwhile, a longitudinal approach would enable
dynamic processes to be investigated. Changes
over time in the regeneration impacts of enterprises
could be analysed, including the effectiveness of
various national, regional and local policy initiatives
to encourage entrepreneurship and enterprise
development.

In addition to these possible approaches, a number
of other areas were identified as benefiting from
additional research. These include:

e The informal economy: i.e. this might aim to
investigate the nature and extent of informal and
non-VAT registered activity in disadvantaged
areas and its relationship to the formal economy;
whether there is a negative association between
the size and strength of the formal economy and
the degree of social deprivation; the extent to
which firms in the formal economy also trade in
the informal economy; the reasons given for
businesses moving from informal to the formal
economy, etc.

e Labour market processes: i.e. this might research
the patterns of work of people living in deprived
areas; the extent to which different groups prefer
to combine self-employment and/or part-time
employment rather than take a full-time job; the
degree to which the labour market is segmented
by job types, occupational groups, skill levels,
and social groups and the extent to which it is




possible for workers to move between segments;
the various barriers excluding people in deprived
neighbourhoods from jobs in nearby areas of
business opportunity and expansion, etc.

e |dentification and sharing of good practice:
Currently, there is no systematic approach to the
identification and dissemination of good practice
with respect to business-led forms of regeneration.
There is an ongoing need for ways of identifying
and disseminating good practice in respect of
local level policy initiatives concerned with business-
led forms of regeneration. From the point of view
of future policy developments, it is important to
capture the experience of previous initiatives before
it is lost in order to adopt elements of good
practice and learn from policy mistakes, thereby
seeing policy as a continuous learning process.

It is intended that further research will be undertaken
to build upon the findings of this review, and to
address some of the evidence gaps identified.

The exact nature of this research is currently under
development.
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