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Abstract
English economic policy requires different levelgjovernment to pursue
incommensurate, urban-centric, objectives. Ruedsare characterised by
‘softer’ development approaches centring on relsaibn. Measuring rural
economic performance is obscured by the simultasasa of two spatial
platforms: the ‘city-region’ and the ‘rural defirah’. The characteristics of these
spatial platforms for measuring rural economic gernfance are explored through
plant level productivity data. In general, Englrsinal districts are less productive
but particularly where they are both lagging aritidatside city regions. The
city-region platform makes the rural productivitgrfprmance look worse than it
really is but since 2000, rural districts have lneén charged with pursuing
productivity objectives anyway.
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1. Introduction

Local, regional and national governments in Englaade been charged and/or adopted with
the pursuit of different economic goals. These eaingm the pursuit of social, environmental
and economic well-being, through to stimulatingdarctivity. However, in the rural context,
up until 2007, the Department for Environment anolg@RAffairs (Defra) has sought more
singularly to reduce regional economic and proditgtdisparities by improving the
performance of the weakest regions. These diffesbjgictives for economic performance at
different governmental levels are likely to causebems in policy interpretation.

Much of the interpretation of rural economic penfi@nce depends on the way in
which ‘rural’ is defined. In economic developmeatrhs, the English Government
Departments have two competing definitions: i) actpum that is dependent on population
densities across land area (Defra, 2004) andcidssification based commuting pattern that
define city regions (Department of Communities &ndal Government, 2006). Work also
has been undertaken to identify those districtiviare lagging or peripheral (Annibal and
Doyle, 2007).

This paper analyses the spatial structures of eg@homies using labour productivity
measures. By employing all of the spatial platfodeployed by the English Government in
assessing rural economic performance in tandenmethdts indicate that rural districts
outside of city regions are no less productive tii@nurban ones, suggesting that remoteness
rather than ruralitper seis the more significant influence over producinaind that city
regions are likely to make these weak districtsenveaker. Rural remoteness, however, does
influence individual economic sectors outside ¢y cegions. In particular, there is a greater
proportion of hotel and catering plants outsideitf regions, the more remote the rural

district. This is also true of hotel and cateringnps within lagging rural districts.



This paper has the following structure. The negtisa summarises current territorial
economic frameworks and policies for England. followed in Section 3 by a discussion of
the implications of this framework for rural are&gction 4 outlines the competing
interpretations of the territorial nature of ‘ruréection 6 presents an empirical analysis of
the different interpretations of rural and provi@esindication of the drivers of the labour

productivity gaps between categories and Secticoncludes.

2. Differential spaces of economic performance in ecomic development in England

Since the turn of the Millennium, local, regionabdanational governments in England have
been charged with or adopted the pursuit of diffeezonomic goals. Part one of the Local
Government Act 2000 (Office for Public Sector Imf@tion, 2000) required local authorities
to pursue economic (and social and environmenitell-beingthrough the production of a
community strategy. The Treasury and Office forBieputy Prime Minister (2003) focussed
on theeconomigart of this well-being requirement, advising thahould be used to pursue
economic performance and local prosperity (pagé 3. Local Government White Paper
(Department of Communities and Local Governmentgdiéer DCLG), 2006) committed to
the development of a single performance frameworkdcal authorities, proposing that they
select up to 35 performance targets from a se®8fiddicators (only 33 of which pertain to
the local economy, DCLG, 2007) to provide flexityilin determining the nature of well-
being in their locality. The Commission for Rurad@munities (2008) notes that this
broadens the scope for interpreting economic perdoce.

In contrast to the pursuit of well-being at thedbauthority level, both national and
regional economic performance Public Service Age@as(PSA) have been built around

measures of productivity: Gross Value Added (GVA) bead, using output, rather than



income-based measures. Concern here has beerohotngase GVA nationally and to
reduce regional disparities both of which have bamrsidered to have met with some
success (Treasust al, 2006). In the rural context, up until 2007, thep@rtment for
Environment and Rural Affairs (Defra) has soughtengingularly to reduce regional
disparities by improving the performance of the kest regions (Courtnest al, 2004)
through the PSA 4 target (Defra, 2005). No ackndgdgnent was made by Defra in the
performance requirements of differences betweead aurd urban local authorities.

In broad terms, national government and the regigre to pursue notions of
productivity, and local authorities were to pursuell-being

By 2007, the Sub-national Review (Treaseatyal, 2007) affirmed that local
authorities are to ensure that local economic agreént increasesell-beingin their
localities (p. 23), this time through a sustainatmexmunity strategy or, for upper tier and
unitary authorities, their Local Area Agreementsciswell-being should reflect the
distinctive identity of the area (p. 43), whilstreasing local prosperity. RDAs are to
continue the pursuit of growth through GVA produit$i measures per head, but now
through a single regional strategy, a specific ghogbjective and a growth focussed
framework (page 93). In this context, Defra has mtandoned PSA 4 and indeed any
specifically rural PSA targets, and has introduaesg¢cond order Departmental Strategic
Objective (DSO) to pursue ‘strong rural communit{@&sefra, 2008a). This is measured in
turn by two ‘intermediate outcomes’ which reflécith the national preoccupation with
productivity and the local authority concern witklisbeing (Defra 2008b). The first is
supporting economic growth in rural areas withltveest levels of performance and the
second is to pursue the evidenced needs of ruogl@and communities through mainstream

public policy.



Whilst the Defra position in the wake of the 20@bS$ational Review represents a
significant departure from its former PSA 4 tardké most significant change occasioned by
the Review has been to introduce the primacy oheeoc planning at theub-regionalscale.
This has come about for at least four reasonstlyitee way in which individual local
authorities have dealt with economic developmenstlie®en extremely variable with some
smaller authorities showing little evidence of atien to this portfolio at all (DCLG,2008a).
These problems will be overcome through sub-regiooperation between authorities.

Secondly, the sub-regional scale is felt to besttade at which place-specific
economic advantages are often present (for exampdgs of labour, higher and further
education colleges, suppliers and so on), whickigeoplace-specific returns to scale
(DCLG, 2008b). Thirdly, the relationship betweendaomics’ and ‘place’ needs to be
strengthened because ‘place’ is where productdrityers come together and where the life
chances of individuals are played out (DCLG, 200Ba)ally, currently sub-regional
arrangements, where they do exist, are considerbd fragmented, confused, variable and
lacking in capacity, accountability and leadergfigeasuryet al, 2007).

The Sub-National Review (Treasuglal. 2007) thus proposes the development of
sub-regionaleconomic strategies through Multi-Area Agreemé¢htaAs), first mooted in
the Local Government White Paper of 2006 (DCLG,800hese will be voluntary at the
point of creation but, if local authorities so wishey may establish statutory sub-regional
authorities (DCLG and DBERR, 2007). These functicud-regional areas are not that easy
to define, although the Local Government Assocra{R007) has attempted this. The LGA
work suggests, and the implication in much of the-8ational Review literature is, that
these functional economic areas as sub-regionahikre around the notion of the city-

region (OECD, 2006). This has significant implicas for rural areas.



3. The Sub-national Review: implications for rural areas

The Sub-national Review (Treasury H\lal, 2007) has an overwhelming urban orientation
and does not acknowledge the particular charatterisf rural areas at all. Thus, in setting

out the context for the review:

“economic restructuringives a key role to cities and towns ..... decismaking
structures therefore need to ensure that citiestamahs have the necessary

flexibility to develop their own economic nich@saragraph 4.6, page 48).

In developing sub-regional plans, partnerships betwthe private sector and local authorities
will be conducted througbirban Regeneration Companies who will condcity summits

and generateity business cases and eventually developQityp Development Companies
(page 25 — authors’ italics). In determining funotl economic areas at the sub-regional
level, “cities and towns are particularly importdr(paragraph 4.13, page 49). The model
planning framework, too, Multi-area Agreements (M#3Ais based on precedents developed
by a number of cities (Page 89) and the first MA#e to be in place for cities by June 2008
(page 90).

In acknowledging that functional economic areastatee based around the city-
region, DCLG (2008b) nevertheless recognises thatrtins the risk of residualising many
rural areas, particularly as some 25% of rurakidist are not in any city-region (SQW and
Cambridge Econometrics, 2006). It maintains (DCIGB&) that many remoter areas are

simply too small to be encompassed by sub-regiec@homic systems. Smaller rural



councils and towns, it claims (DCLG, 2008a) ardifgeparticularly threatened by the city
region agenda. SQW and Cambridge Econometrics j2086 note that the functionality of
city-regions appears to be premised primarily arb@sed commuting. They question the
sustainability of this approach particularly asuantver of recent Local Development
Frameworks, for example, have backed away fronceslof dispersal, favouring instead,
polices of urban concentration This focus is arlusson felt strongly by Defra’s 44 the most
lagging (in income terms) rural districts in catglges conducted by Annibal and Doyle
(2007).

Much of this concern of the residualisation of tgatarly remoter, rural areas in
spatial economic policy, stems for the particulMAasis of measuring economic
performance. Not surprisingly, Annibal and Doyl€807) survey of Defra’s 44 most
lagging districts, indicates that they themseha®tired a broader approach to measuring
such performance. These calls for different pertoroe measures for rural areas are
buttressed by research evidence. Keeble and TM&5] in their studies, for example, found
rural firms to be overwhelmingly independent, Ibgawned and locally managed relative to
their urban counterparts. There also is evidenaethey are both younger and smaller than
urban firms (Keeble and Nachum, 2002; Jarvis andham, 2003) and that most rural new
firm founders are in-migrants to the area (Mitclagltl Clark, 1999; Courtney and Moseley,
2008) rather than, by contrast to urban firms, freith the locality in which the firm was
founded.

But non-economic factors also have a role to ptaral firm formation. Most
people writing in this area emphasise the impogasfche rural environment as a place to
live and work. Such ‘quality of life’ factors wefiest noted as a locational determinant in
America in the 1950s (Greenhut, 1956; Tiebout, 19%iebout (1957) was to describe the

smaller return that entrepreneurs were preparetaice at that time, in exchange for living in



a ‘nice community’ and accruing ‘psychic income’oh recently, such environmental
factors have been identified as being both a sptelbcate (North, 1998) and a clear
influence on performance (Johnson and Rasker, 1995)

Keeble and Tyler, (1995), too found that more riirad founders moved into the area
before setting up the firm than set up the firnobefmoving into the area. These moves were
dominantly residentially motivated: villages werrqeived to be “a pleasant place to live” (p
985), and such factors are still significant in tiesv Millennium (Courtney and Moseley,
2008). The motivations for urban locations areeditferent, founded more on economic
rationales such as productivity measures. In lepdupport to the influence of these less
tangible factors, Courtnest al. (2004) undertook a series of qualitative survaysvell
performing’ and ‘poorer performing’ district authtoes and found a number of factors
relating to the environmental and cultural quadityife to be perceived as being significant
in determining economic performance.

These quality of life determinants of location caftuence performance in a number
of ways. Whilst many authors identify a positivlluence (Acs and Malecki, 2003, Terluin,
2003), Galloway and Mochrie (2005) found that ilcomake firms less ambitious and less
growth orientated: they could be lifestyle firmather than entrepreneurial. The Dealehs
al. (2003) study found, for example, that 86% of tlsample of small rural businesses
actually did not want growth. Business orientai®mextricably linked to the motivations
and ambitions of the business owner (Culkin andtis2000) and these in turn will
influence the receptivity to external policy infee (for example in the area of business
advice). As Brydert al.(2000), put it, rural development is something doyppeople rather
thanto people.

These softer notions of rural development haveuwragtthe imagination of rural

communities themselves, in what Slee (2008) hasdérrelocalisation’ whertocal



comparative economic advantage in a globalisingdseinds to run counter to a number of
conventional notions of economic theory (Bryagral, 2000). Slee (2008) criticises the
whole concept of growth in economic terms from pvmcipal standpoints. Firstly,
economic growth has considerable social and ecanoasts, or negative externalities,
associated with it. When these (for example, tss tuf natural capital and inequality) are
internalised into productivity measures, such asugh the Index of Sustainable Economic
Welfare (ISEW)(Matthewset al.2003), GVA gains are not reflected in ISEW gains.

Secondly, there is only a very weak associatiow&en growth and happiness. Slee
(2008) cites a large body of literature dating bckhe 1960s that clearly indicates that after
the attainment of a relatively low level of inconmgreased wealth shows little or no
correlation with increased well-being lmappinessHe offers (p. 5) some of Layard’s (2005)
policy exhortations that follow from this if happiss goals are to be pursued: promote active
democracy; prioritise mental health more highlgrease home and community security by
not encouraging too much geographical mobility; ' tlpromote the search for status; limit
dysfunctional advertising; discourage self[-]defiegtwvork through taxation; make secure
work and pensions a higher priority; incentivisequcers by encouraging high standards
rather than offering financial incentives; rathesrt maximising income, redistribute it to
where it will make most difference.

Growth thus yields negative externalities on the band and does not increase
happiness on the other. In this context, Slee (R6alBs for a relocalisation of work, energy
production, food production and the use of leigune. It is the pursuit of a number these
‘non-growth’ characteristics that is enjoying inaseng popularity amongst rural
communities themselves - quintessentially susténaddévelopment goals. Thus, ‘bottom up’
initiatives such as community land trusts (CountigsAgency, 2005), community finance

solutions (Daysoet al, 2008) alternative foods, local foods, farmerskats and the like



(Winter, 2003) are all naturally adopting Slee’8@8) notions of relocalisation on the
ground. Transition towns in particular offer theguit of many of Layard’s (2005) happiness
objectives in a movement that sits outside of mupdilicy but is gaining considerable
momentum from the ‘community up’ (Hopkins, 2008).

Thus, to sit alongside the policy objectivegpadductivityat the national and regional
levels, and the pursuit @fell-beingat the local authority level, a definable thiréttom up’
movement in the consideration of rural economid¢grarance might also be considered to be
the pursuit ohappinessWhilst the policy goals of productivity and wéléing can be seen
in various policy documents to disadvantage rurehs because of its urban-centric nature,
the pursuit of happiness is much closer to the obraral economic development, driven by

rural communities themselves.

The State of the Rural Economy

Claims about the rural economy of England mustdresiclered with some care. The

Commission for Rural Communities (2008) boldly sesfg that in productivityterms:

"rural districts have overtaken England’s majoriei$ and urban areas outside of
the capital as drivers of the national economy emgnrespects{CRC, 2008, p.

76)

But in many respects, too, they have not. Whilsifess formation, turnover, GVA
productivity and employment are growing more qudkl rural than in urban areas

(Countryside Agency, 2005) they are growing frotovaer base angroportionateincreases

Y Thisis despite the fact that district authoritiese been pursuingell-beingrather than productivity objectives since 2000.



are not necessarily good indicators of absoluteeeses in economic performance. Whilst the
CRC (2008) notes that GVA growth in the most renaotd remote local authority districts
(defined in the following section) is higher evéan in London, it also notes thaisolute

GVA levels in both or these categories are lowantthe national average.

Similar interpretations are possible for ruralanmes. Average household incomes of
rural residents are higher than for urban residantsthe more remote the area, the higher the
income (CRC, 2008). This is not a good measurb@eperformance of theiral economy
however, since many rural residents actually warkrban areas. As the CRC later notes, the
lowestwagesin England are to be found in sparse areas, asgtwage levels are volatile
over time. Wages of those working in rural areaslewer than amongst those living in rural
areas but working in urban ones.

In short, rural wages are lower than urban wagatsthe extent to which this is a
problem depends on two factors. Firstly, such wége® to be set against different costs of
living in rural areas and secondly, the extent kaclv people have chosen to live in rural
areas for lifestyle reasons, as has been noteceabtmcting to take a lower rural wage as a
result, needs to be considered.

Unemployment, too, is inversely related to ruralitgemployment rates are lowest in
the most remote districts and these rates risestensly across district classifications as they
become more urban (Commission for rural Communi2é€8). But this could be explained
by rural unemployed people tending to move to mwban areas to find work, exacerbating
urban levels whilst lowering rural ones, as muchythe existence of rural job
opportunities.

Some 30% of all businesses are in rural Englangdiobthey are smaller than urban
ones, contain much higher levels of self employmemtleremployment, seasonal and part

time work and deploy lower skills levels, leadimgawer wages than in urban businesses



(Defra, 2005). Despite the headline data, therefdedra (2005) considers that rural areas are
inherently less productive than urban areas beaafubeir periperality, an issue that is not
fully acknowledged in national assessments of GV@dpctivity. They also have a very
narrow economic base with a small number of sectorsinating rural areas (Lowe and

Ward, 2007).

4. Competing interpretations of the territorial nature of ‘rural’ in English Policy

Much of the interpretation of rural economic penfi@ance of course depends on the way in
which ‘rural’ is defined. In economic developmeatrhs, the English Government
Departments have two competing definitions. Def(a@04) current definition of rural has a
number of ‘degrees’ of rurality contained withinThis spectrum is based upon population
densities across the land area of. The definiteonlie employed to interrogate a wide range
of different types of data, but importantly theezgiries used in the definition change
according to the degree to which the data thabeneg used is spatially disaggregated. The
default definition is based on data collected atstis Output Area (COA) level and is

presented in Figure 1.

{Figure 1 about here}

At this scale of data collection (COA), there areaBegories in the definition (ranked
in order of sparseness in the above diagram): teadan (and cover all settlements of more
than 10,000 in size) and six are rural. These lassidied by both type of settlement (town
and fringe, village and dispersed) and by what Ghamand Shepherd (2006) term their

context - sparse or less sparse.



If data can be used that are at a level thataee disaggregatethan the COA (for
example at hectare squared or postcode levelpissible to derive an even more detailed
settlement breakdown than this (more than 8 caiegjoiThis breakdown remains unstated
(Defra 2005a). It is more common, however, thaadand particularly multiple combinations
of data, are available at levels that mr@re aggregatethan the COA level. Most commonly
here, data are available only at Census Super OAtpa (CSOA) or Ward level on the one
hand, or at the local authority district level (LABn the other. In each of these cases, the
definitions of rural and urban/rural change becaggegation does not allow as many
categories as the 8-fold default classificationvaho

If data are used, disaggregated onlZ8OA or Wardevel the, the ‘spectrum’ of
definitions that can be used for classifying urbaral drops to 6, four of which are rural

(Defra 2005). These are:

1. Non-sparse urban,

2. Sparse urban,

3. Non-sparse town and fringe,
4. Sparse town and fringe,

5. Non-sparse other,

6. Sparse other.

Wherelocal authority districts (LADsare used as the most disaggregated
geographical area for data, the ‘spectrum’ variéteslassifying rural and rural/urban again
changes to a six point classification, this timéwthree rural classifications. The

classification using LAD level data thus becomes:



1. Major Urban

2. Large Urban

3. Other Urban

4. Significant Rural
5. Rural-50

6. Rural-80

Here, Significant Rural (SR) is defined as a LARhwmore than the national average of
26% of the population living in rural settlemendefined in the Defra definition) Rural 50
(R50) is more than 50% of the rural populationgyin rural settlements and Rural 80 (R80)
is more than 80% of the population living in rusattlements). Some 178 of the 354 LADs in
England fall into one of these rural types. Thesnpase 36.5% of the England population
(SR, 13.1%, R50, 11.7% and R80, 11.7%). Accordiniipé¢ CRC (2008) these three rural
local authority categories broadly represent ingirepdegrees of remoteness and this
terminology of ‘remoteness’ will be used in the eender of this paper.

The population of rural LADs (17.9 million in 200i5) much higher than those living
in rural areas under the COA definition (9.5 mitjpbecause many rural LADs have urban
areas within them. It is clear from the foregoihgttthe definition is not a definitiqmer se
but a structure within which definitions can beided and made flexible according to the
nature and scale of available data, particularlgneldisparate databases are being used. In
the assessment of rural economic performance bélAlds are used as the spatial basis of

assessment, and the Defra rural definition distigiouof LADs is shown in figure 2 below.

{Figure 2 about here}



Consistent with the Sub-national Review (Treairgl, 2007) and the Local
Government White Paper (DCLG, 2006), however, valsk has been undertaken to classify
rural LADs by city region. The SQW and Cambridgei&ametrics (2006) study classified
district authorities in relation to city regionscacding to commuting patterns to arrive at the

classification in Figure 3 below.

{Figure 3 about here}

Some observations can be made about these twofs#finition. Firstly, some 25% of
districts defined by Defra as SR, R50 or R80 falisade of a city-region. Under Defra’s old
PSA 4 productivity target, 44 low productivity rlidastricts (average incomes in the lowest
guartile of local authorities — yellow in the figu# below) were prioritised for sponsored
Defra intervention as lagging districts.

A further 22 districts were identified as less selyechallenged but with a number of
low productivity wards (those just above the lowegsartile and in brown in figure 4).
Interestingly, the 44 lagging districts are largebastal or peripheral and cluster into seven
areas. In Annibal and Boyle’s (2007) survey of ehdsstricts, a number were not aware that

they were a Defra lagging district at all and sdrad never heard of the PSA 4 target.

{Figure 4 about here}

All of these 44 lagging districts are either notity-regions at all (55% of them -

green in figure 5 below) or are what Annibal andy[2eq2007) term “peripheral” within a

city-region (blue in figure 5 below).



{Figure 5 about here}

The SQW and Cambridge Econometrics (2006) studgestgd that rural areas
within city-regions are about 8% more productivsirig both work-basednd resident-based
income GVA measures) than rural areas outsidetpfegions. This is only 5% when skills,
occupational structures and other regional faadoegdaken into account — considered to be a
more accurate reflection of the city-region inflaeper se Earnings of rural residents within
city-regions are about 18% higher than those oetdidt only about 9% when occupational
structure and skills levels are taken into accoRntal areas within two or more city regions
perform better than those only in one. Whist thases have not changed much in the recent
past, rural areas within city-regions are expetbegrow more successfully than those
outside. In terms of policy, whilst rural areashwit city regions perform better than those
outside, according to SQW and Cambridge Econonsetfi@06) they still retain typically
rural characteristics such as low wages and loWsski

The remainder of this paper explores the naturerad differential economic
performance across these two territorial platfoofairal (the Defra definition and the city
region) as a means both of identifying influencesrgerformance but also as a means of
exploring the extent to which variations in rurabeomic performance can be attributed to

the spatial definitions used as much as more soidgtaeconomic parameters.



5. Business (plant) structure: rural districts, lagging districts and city regions

In the empirical analysis below, the plant levetladaeld by the Office for National Statistics
in the Annual Respondents Database (ARD?2) is usbkith brings together a wide range of
data relating to individual business units (ON)20This is supplemented with data from
the Defra rural area LAD classifications considesedve, to allow comparisons of
performance both inside and outside of city regidins important to note the level at which
the data for the ARD2 are collected. This is thel®f the plant and there may be more than
one plant in a firm. In the analysis, the term fplas therefore used, rather than ‘firm’ or
‘business’, as the base economic unit of the arsalys

The complete ARD2 data set includes all firms vgitbater than 250 employees in
England (which are surveyed on an annual basistetw@ory requirement), but only a
sample of firms with fewer than 250 employees. $anéirms are sampled on a random basis
(see ONS, 2002, p.2). The ARD2 data omits Stanuhahastrial Classification (SIC) 100
(agriculture, forestry and fishing) because ofwbey small size of businesses in this sector,
in employment terms, as noted above. This plardl l@assessment accounts for the numbers
of plants within a firm by using the variablenit, which is the log of the number of plants
within the firm establishment. If the firm is a gla plant establishment then this is equal to
zero. GVA at factor cost per worker is used asmleasure of productivity, measured at the
plant (and therefore work-based) rather than theebf residence. Data on firm-specific
capital stock is obtainable from the ONS and isamed with firm-specific data within the
ARD2. Although this is not identical to the Treagurvestment productivity driver (CURDs,
2003), it represents the result of past investmamtksis appropriate in modelling based on the

Cobb-Douglas production function.



Based on the subsample of the ARD2, which is imibeel by data attrition due to the
inclusion of additional explanatory variables ie #mpirical analysis below, some idea of the
nature of the differences in economic profileswht LADs (relative to each other and
relative to non-rural LADS) can be observed. Tablaresents a comparison of the plant
structure of rural LADs inside and outside of aigions using Defra’s LAD classification,
SR, R50 and R80. The assessment does not incladts ph Major Urban (MU), Large
Urban (LU) or Other Urban (OU) LADs (which are pafthe Defra definition), which also
fall both inside and outside of city regions. Oé th74 Rural LADs in England, 43 of them

are outside of city regions.

{Table A about here}

Using these classifications, some 1,257 out ofal tf 6,124 plants in rural LADs
fell outside of city regions altogether — some 20.&f all rural plants. Interestingly, this
proportion is consistent across the three diffetgpes of rural area, R80, R50 and SR:
20.2% of plants in the most remote LADs (R80) aitside of city regions, 20.6% of plants
in less remote LADs (R50) fall outside of city regs and 20.8% of plants in the least remote
of the rural LADs (SR) fall outside of city regianbhis suggests that rural plants are equally
likely to fall outside of a city region (and theoe¢ not have access to the policy benefits that
a city region might confer) irrespective of how @mthe LAD is in which the plant is
situated. Similarly, remotenepsr sedoes not increase the likelihood of a plant fgllin
outside of a city region.

The economic profile of these ‘non-city region’ LABRan be explored further, again
using Table A, by examining plants by SIC from &RD2, where remoteness does seem to

have a more significant role to play. Thus, 26.3%lloplants in the hotel and catering sector



fall outside of city regions in R80 LADs, but orlly.6% of hotels and catering plants in R50
LADs and 22.1% of such plants in SR LADs fall odésof city regions. Whilst there are
significant differences across different rural gatges these are not linear by rurality: real
estate plants are least likely to fall outsideitf cegions in R50 LADs. There also appears to
be a U-shaped relationship for plants operatirigtimer sectors’ that fall outside of city
regions with a relatively low proportion existingR50, but high proportions existing in R80
LADs; the reverse pattern appears for plants irtrdnesport sector

It is also possible to create an economic profilBefra’s lagging districts by the
Defra LAD rural definition for different industriaectors. The number of plants by SIC from
our ARD2 sample is shown in table B below. To pdava context for these plant numbers,
of the 71 R80 LADs in England, 26 of them are mgliag districts; of the 50 R50 LADs, 13

of them are in lagging districts, and of the 5313¥Ds, 5 of them are in lagging districts.

{Table B about here}

In R80 LADs, more than half of all hotel and catgrplants are in lagging districts,
despite the fact that only 37% of R80 LADs are lagdlistricts. Only in real estate in R80
LADs are there proportionately fewer plants thaa phoportion of R80 LADs that are
lagging districts. This pattern is broadly repedmdR50 LADs, 26% of which are lagging
districts. The proportion of hotel and cateringnpéain R50 LADs is lower than in R80 LADs
however, where only a third of plants are in laggRb0 districts. The number of plants in
lagging SR LADs is small, possibly because of tinalsnumber of SD lagging districts and
their small proportion of all SDR LADs — only 9%.1ilst these observations could be due to

ARD2 sample selection bias or indeed could resathfattrition as a result of the



introduction of extra explanatory variable in lategressions, the results are likely to be
reasonably accurate because of the size of theatataed.
Turning finally to city regions, of the 354 EnglitADs, 59 are not in a city region.

Of these 59, 20 are R80 LADs, 11 are R50 LADs @hdreé SR LADs. The remaining 16 are
urban LADs (MU, LU and OU). Of the 44 lagging dists, 23 are not in a city region. These
are all rural LADs: of R80 LADs, 13 of 26 laggingstiticts are not in city regions; of R50
LADs, 7 of the 13 lagging districts are not in aiggions and of the SR LADs, 3 of 5 lagging
districts are not in city regions. Table C shows distribution of plants in the sample across

lagging and non lagging districts and across distinside and outside of city regions.

{Table C about here}

Labour productivity: rural districts, lagging disats and city regions

In examining work-place labour productivity levelise data suggest that plants located in all
three of the rural LAD categories in the Defra digéion are less productive than the average
plant in all English areas taken together (Tabledyumn 1). Plants in the most rural, R80
LADs, are 17% less productive than the averageifimglant; R50 LADs are 11.3% less
productive and SR 6.6% less productive. Here, tiseaeclear linear relationship between

remoteness and labour productivity: plant prodiistigeclines, the more remote the district.

{Table D about here}

But what factors might explain these differencel@ Gapital stock of the firm, the

size of the plant’s workforce and the ratio of garte to full time staff do account for some



of these differences. Once they are taken intowado@n column 2 in Table D) the gap in
labour productivity of plants in these districttatare to all plants in all English districts falls
to the following: R80 LADs are 15.9% less produetiiR50 LADs are 9.3% less productive
and SR 6.5% less productive. These labour prodtictiifferences also can be explained in
part by the industry in which the plant is opergtihsome LADs appear to be have a much
lower level of labour productivity because they é&avhigher proportion of plants operating
in relatively low productivity industrieOnce these differences are taken into account, the
productivity differences against all LADs takenetizer again fall (column 3 in Table D):
R80 LADs are 13.4% less productive; R50 LADs ag%@8less productive and SR 6.1% less
productive.

Columns 4, 5 and 6 in Table D offer explanatiohthe causes of the labour
productivity differences between plants in thesedlrural area definitions and the average
English plant. Low levels of labour productivity RBO LADs are caused by smaller
enhancing effects of capital stock, workforces #rattoo small to have achieved economies
of scale and larger proportions of part-time empésy R80 LADs would also have higher
observable labour productivity levels if they hadajer numbers of construction and
manufacturing plants; the detracting effect of fdan the hotel and catering sector are not as
large in these areas. In R50 LADs the labour proditi differences can be attributed at
least in part to the presence of greater propastadrpart-time workers. The low levels of
labour productivity in SR LADs seems to be dueh® $maller enhancing effects of capital
stocks and larger proportions of part-time emplgy&aich areas would also have higher
observable levels of labour productivity if therer& more plants operating in the
construction, wholesale, real estate and manufiagtsectors and, in common with the R80
LADs, the detracting effect of plants in the ha@rtl catering sector are not as large in these

areas.



The results presented in Table D are for the whkateple of plants across all areas of
England. Table E presents the same types of estimiadit this time the sample is
constrained to include plants only within city regs. Of the 354 English districts, 295 are
within city regions. Of these 295, 131 fall intoeoaf the Defra rural classifications (R80,
R50 or SR) and the remainder are urban (MU, LU@WY. Of the 59 LADs not in city
regions, 43 (R80, R50 or SR) of them are rural Hdre urban (MU, LU and OU). The
same productivity gap patterns are observabledasehables D and E, albeit with slightly
smaller magnitudes. This should be expected bedhagaants that are operating outside of
city regions have been excluded in Table E, ansktltentain plants that tend to have slightly

lower levels of labour productivity. Neverthelets results are stable.

{Table E about here}

In examining productivity levels in just the R&K0 and SR LADs that amitsideof
city regions, however, some interesting differerd@gemerge. Table D shows that plants in
R80 and R50 LADs outside of city regions are ng labour productive, using traditional
levels of statistical significance, than non-rurADs (MU, LU or OU) outside of city
regions. This might suggest that it is not rurgtiéy sethat has a particular influence on
labour productivity, but rather periperality: fal§j outside a city region. Table F also
indicates that plants in SR LADs outside of citgioms are the most productive of all non-
city region areas, and this includes non-rural LAD&ble F suggests that this is largely due
to a relatively higher proportion of relatively jiactive wholesale and real estate plants and
greater returns to capital stocks in these nonreifjon SR areas. This evidence suggests that
certain kinds of rurality might even have produityiadvantages over more urban LADs

where urban and rural LADs are equally peripheral.



{Table F about here}

Turning now to lagging districts, table G presehtsresults of econometric
regressions on a sample which is comprised of plaased in lagging districts and R80
LADs. This is done whilst recognising that there districts which fall into both of these
classifications. This assessment seeks to identither the labour productivity
performance of plants in the 44 lagging rural distrdiffers from plants located in the 71
R80 LADs. These results suggest that plant perfooman labour productivity terms in
lagging districts is about 13% lower than in R800Qs\(column 1), which can be partly
explained by a poorer capital stock and a highepgntion of part-time to full-time workers
in lagging districts (column 2) as well as differ@mustrial structures (column 3). Column 4
presents the estimates of a cross-section pseuda-@&st to identify whether these
explanatory variables have different effects omiag districts than in R80 LADSs. It appears
that real estate plants are less productive andlibaletracting effect of employing part-time

workers is greater in lagging districts relativeRi80 LADs.

{Table G about here}

Table H presents the results of econometric regnes®n a sample which is
comprised of plants based in lagging districts BBA LADs, again recognising that there are
districts which are part of both of these clasatilens. This assessment seeks to identify
whether the labour productivity performance of ptan the 44 lagging districts differ from
plants located in the 50 RO LADs. These resultgespthat plant performance in labour

productivity terms in lagging districts is some@%.lower than in the R50 LADs (column



1), which can be explained by lower levels of castock, fewer scale economies, and a
lower ratio of full time to part time workers indging districts (column 2) as well as

different industrial structures (column 3). Colushpresents the estimates of a cross-section
pseudo-Chow test to identify whether these exptagatariables have different effects on
lagging districts than in Rural 50 districts. l{p&ars that lagging districts suffer from lower
returns to capital stocks and the detracting etféeimploying part time workers in lagging
districts is greater relative to Rural 80 distridthe lagging districts, however, do appear to
have some advantages over the R50 districts irthibsithave more productive transport
sector plants and hotel and catering plants tleakesis of a drain on the economy (they are

less ‘unproductive’) than in R50 districts.

{Table H about here}

Table | replicates Tables G and H by investigatheglabour productivity gaps
between lagging districts and SR LADs. The ressiitggest that lagging districts appear to
have labour productivity levels some 17.6% beloav$R LADs (column 1). Again, this can
be explained partly by lower levels of capital &t@nd a higher ratio of part time to full time
workers (column 2) as well as industrial structio@umn 3). Column 4 shows that plants in
SR LADs are affected by these explanatory variainlése same way as all other districts in
the sample, except that they suffer more from tglower capital stocks and less productive

wholesale plants

{Table | about here}



Finally, table J shows that plants within cityicets that are not lagging districts have
the highest level of labour productivity of the fdLAD categories in the table. The lowest
labour productivity is to be found in plants noftcity regions that are in lagging districts.
Table J also indicates that plants in city regiaresstatistically significantly more productive
than plants located outside of a city region arohtd not in lagging districts are statistically
significantly more productive than plants locatedagging districts. Further, within city
regions, plants located in lagging districts agedistically significantly less productive than
plants located in non-lagging districts and outsitleity regions, plants located in lagging
districts are statistically significantly less pumtive than plants located in non-lagging

districts. All of these results are statisticaligrsficant at the 99% confidence level.

{Table J about here}

From these assessments, the persistent deficiandies lagging districts in respect
of labour productivity, compared to all rural LADsppear to be lower levels of capital stock
and higher levels of part time, relative to futh#, employment. Lower levels of real estate
plant productivity (relative to R80 LADs) and whs#de plant productivity (relative to SR
LADs) are also evident in the lagging districtseTthansport and hotel and catering sectors
appear to offer relative productivity advantagestii@ lagging districts, particularly relative

to R50 LADs.



6. Conclusions

This analysis suggests that city regions as spattiattures for economic development are
likely to accentuate economic disadvantage in ntargl districts. Using the yardstick of
labour productivity, the 59 districts that fall sigte of city regions are in aggregate less
productive than those within city regions. And lnése, 43 are rural (20 R80 LADs, 11 R50
LADs and 12 SR LADS). Interestingly, the rural dists outside of city regions are no less
productive than the urban ones, suggesting thabtemass rather than ruralipgr seis the
more significant influence over productivity. Indesome Significant Rural districts outside
of city regions are more productive than urbanrdist outside of city regions. Further, of the
44 lagging rural districts (defined as being lowdhuctivity districts), more than half of them
fall outside of city regions. This residualisationeconomic development terms can only
serve to exacerbate the problems of low produgtinithese rural districts: city regions are
likely to make these weak districts even weaker.

This analysis also shows that, using all of thdiapplatforms deployed by the
English Government in assessing rural economiopadnce in tandem, rural remoteness
per sedoes not influence the overall proportion of rieabnomic activity that falls outside of
city regions. Rural remoteness, however, doesentte individual economic sectors outside
of city regions. In particular, there is a gregsyportion of hotel and catering plants outside
of city regions, the more remote the rural distridiis is also true of hotel and catering plants
within lagging rural districts.

This is significant, because hotel and caterirgss a sector with low productivity
plants. To a degree, therefore the inherent indlistructure makes remoter rural areas less
productive, but it also defines these areas agl@mongst the most attractive (through the

dominance of tourism) and therefore susceptiblEctmomic ‘lifestyle’ approaches rather



than just those that necessarily maximise proditgtiVhe significant presence of part-time
working in remoter and lagging areas too, redulees productivity relative to other areas,
but the evidence does not indicate whether thas ia result of lack of job opportunities or
through lifestyle choices. Again, high part-timemayment levels could be an indication of
more endogenous, lifestyle economies rather thaduativity driven ones.

The differential objectives for economic performarfproductivity, well-being and
happiness) at different governmental levels argyiko cause problems in policy
interpretation. This is exemplified by the Defraion of a lagging district. They have been
characterised as lagging by Defra, because of ingiproductivity. Yet since 2000, district
authorities have been charged not with the puddiptoductivity, but rather, with well-being.
It is likely, because of their relative remoteneahst their well-being indicators are orientated
more towards ‘lifestyle’ than productivity ends.dame areas, even, where transition town
designations are becoming numerous (49 had beéyndé=d in England in the two years to
August 2008), such districtde factg may be moving towards the pursuit of happiness
objectives, through the selection of particularlvbeling indicators. These lagging districts
have been categorised by a parameter that theyfade@ to achieve, but have not be asked
to pursue anyway.

Perhaps in this context there is some purposeriphgal rural districts (both those
that are lagging and that are not in city regidoghing sub-regional partnerships, as mooted
in the Sub-national review (Treasuwsal, 2007) actually to assert their identity in well-
being rather than productivity terms — as placds/éband work that are ‘different’ from
productivity driven spaces, were ‘quality of lifgarameters are perhaps higher on their
particular agendas. The wide choice of well-bemgjaators would also allow such sub-

regional partnerships to shape their economic @& po their own particular ends, possibly



even aligning it with the relocalisation movementl &he increasing range of ‘happiness’
initiatives outlined earlier in the paper

The panoply of rural spatial categorisations fayremnic development combined with
the range of measures of economic performancaioirsuggests that at least part of the
fortunes of rural districts depend on how theydefned and grouped, rather than

necessarily what the quality of life is like fologe living and working in them.
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Table A: numbers of rural plants by Defra rural iéfon, within and outside of city regions in Eagd

Totals from rural 80,
Rural 80 Rural 50 Significant Rural rural 50 and
significant rural
. . . . , Not city
C'Fy Not c ity Percent C'Fy Not c ity Percent C't.y region
region region region region region Percent Total
@ ® || © @ i © 0 (0
I(e)+(f)
Construction 137 22 13.8 128 31 19.5 151 40 20.1 9 50
Hotels and catering | 3¢5 130 263 | 357 76 176 38| 109 22.1 1422
sector
Manufacturing 332 77 18.8 293 92 23.9 307 86 21.9 1187
Real estate 272 49 15.3 295 58 16/4 364 72 16.5 0111
Transport 90 13 12.6 87 29 25.0 88 23 20.7 330
Wholesale 410 116 22.1 367 109 22.9 439 125 2p.2 66 15
Other sectors 279 87 22.1 272 56 17.1 287 86 23.1 1067
Total 1606 407 20.2 1527 395 20.6 1734 455 20.8 4612

Notes: Sample sizes in other tables are much ldéhgerthe numbers in this table; this is becausetdble relates only to the number of plants gal@uthority
classifications “Rural 80", “Rural 50” and “Signifant rural” and not the plants included in the slenfifom urban areas. Source: ONS




Table B: numbers of plants in the sample by diffetgpes of rural district

LA class 1 LA class 2 Ié'la‘ Ellgizri
“Rural 80" “Rural 50” J "
Rural
Not in In Not in In Not in In
lagging | lagging | lagging | lagging| lagging | lagging
district | district | district | district | district | district
Construction 110 49 120 39 182 <10
Wholesale 373 153 380 96 528 36
Transport 76 27 81 35 97 14
Real estate 261 60 298 55 421 15
Manufacturing| 277 132 289 96 362 31
Hotels and 81 48 79 26 109 12
catering
Other sectors 267 99 271 57 353 20

Notes: Sample sizes in tables below are much lahgerthe numbers in this table; this is becauisetdhble
relates only to the number of plants in “Rural 8®ural 50” and “Significant Rural” classificationsSource:
ONS



Table C: numbers of plants in the sample by laggurgl districts and by districts inside
and outside of city regions.

Not a lagging | Laggin
district | diswict | T
City region 13,883 632 14,515
Not a city region 1,252 477 1,729
Total 15,135 1,109 | 16,244

Source: ONS



Table D: Labour productivity disparities in Rurad8Rural 50 and Significant Rural Local Authoritysbicts, relative to the whole sample

1 2 3 4 (Rural 80) 5 (Rural 50) 6 (Significantal)r
N 16810 15691 15691 15691 15691 15691
Standard Compound Standafd Compound Standard p&@ord
Rural 80 -0.170%* | -0.169"* | -0.134% B -0.090 ~ B
(0.026) | (0.023) | (0.022) (0.082) - —
Rural 50 -0.113"* | -0.093* | -0.082*** B B B -0.049 B
(0.026) | (0.023) | (0.022) (0.082) —
Significant rural -0.066** | -0.065"* | -0.061%** B B B ~ B -0.130
(0.025) | (0.022) | (0.021) (0.081)
Log (capital stock per| 0.265*** 0.300*** 0.306*** -0.061*** | 0.302*** -0.012 0.303*** -0.030**
worker) - (0.005) | (0.005) (0.005) (0.016) | (0.005) | (0.016) | (0.005) | (0.015)
Log (employees) _ -0.008* -0.007 -0.008* 0.025* -0.006 0.015 -0.005 0.005
(0.004) | (0.004) (0.005) (0.014) | (0.005) | (0.014) | (0.005) | (0.013)
PYft ratio _ -0.011%* | -0.010*** -0.009*** -0.015*** | -0.010*** -0.008* | -0.010*** | -0.043***
(0.001) | (0.001) (0.001) (0.003) | (0.001) | (0.004) | (0.001) | (0.007)
Plants _ -0.031*** | -0.032*** -0.031*** -0.015 -0.029*** -0.031 -0.032*** -0.003
(0.008) | (0.008) (0.008) (0.026) | (0.008) | (0.026) | (0.008) | (0.023)
Construction _ _ 0.350*** 0.320*** 0.215** 0.346*** 0.031 0.319*** 0.203**
(0.030) (0.032) (0.092) | (0.032) | (0.092) | (0.033) | (0.086)
Wholesale B B 0.193*** 0.180*** 0.090 0.195%*** -0.026 0.153** | (.285***
(0.022) (0.023) (0.067) | (0.023) | (0.069) | (0.023) | (0.065)
Transport B B 0.076** 0.057 0.137 0.083** -0.043 0.052 0.166
(0.033) (0.035) (0.105) | (0.035) | (0.102) | (0.035) | (0.103)
Real estate B B 0.375%** 0.367*** 0.106 0.384*** -0.014 0.354** | (0.221***
(0.022) (0.024) (0.074) | (0.024) | (0.073) | (0.024) | (0.068)
. 0.068*** 0.044* 0.159** 0.057* 0.052 0.021 0.299***
Manufacturing - - (0.023) (0.025) (0.070) | (0.025) | (0.073) | (0.024) | (0.070)
. -0.807*** -0.828*** 0.192* -0.808*** 0.025 -0.828*** 0.209**
Hotels and catering - ~ | (0034 | (0037) | (0104) | (0.036) | (0.113) | (0.037) | (0.103)
R’ 0.003 0.195 0.260 0.261 0.258 0.261
F statistic 18.83*** | 542.53**| 422 .95%** 262.90*** 59.50*** 263.22***
Test for compound - -
variables deletion B B B 6.05 1.27 6.51

Source: ONS




Table E: Labour productivity disparities in Rurgd,8Rural 50 and Significant Rural Local AuthoritysBicts within city regions, relative to the
whole sample of plants in city regions

1 2 3 4 (Rural 80) 5 (Rural 50) 6 (Significantai)r
N 15081 14103 14103 14103 14103 14103
Standard Compound Standafd Compound Standard p&ord
Rural 80 -0.140*** | -0.151*** | -0.136*** B -0.122 B B
(0.029) (0.025) (0.024) (0.092) - —
Rural 50 -0.116*** | -0.092*** | -0.080*** B B B -0.058 B
(0.029) (0.026) (0.025) (0.092) —
Significant rural -0.081*** | -0.076*** | -0.070*** B B B B B -0.057
(0.028) (0.024) (0.023) (0.091)
Log (capital stock per| 0.271*** 0.305*** 0.311*** -0.061*** | 0.305%** -0.003 0.307*** | -0.039**
worker) B (0.005) (0.005) (0.005) (0.018) (0.005) (0.018) (0.005) (0.017)
Log (employees) B -0.008* -0.007 -0.009* 0.034** -0.006 0.009 -0.005 0.011
(0.005) (0.004) (0.005) (0.015) (0.005) (0.016) (0.005) (0.015)
P/ft ratio B -0.010*** | -0.010*** | -0.009*** | -0.014*** | -0.009*** -0.006 | -0.009*** | -0.087***
(0.001) (0.001) (0.001) (0.003) (0.001) (0.004) (0.001) (0.012)
Plants B -0.034*** | -0.036*** | -0.033*** -0.041 | -0.034*** -0.028 | -0.035*** -0.002
(0.008) (0.008) (0.008) (0.029) (0.008) (0.030) (0.008) (0.026)
Construction B B 0.320*** 0.291*+* 0.234** | 0.314%* 0.033 0.297*** 0.115
(0.032) (0.034) (0.102) (0.034) (0.103) (0.034) (0.098)
Wholesale B B 0.17 1%+ 0.156%*** 0.127 0.174%* -0.032 0.142** | 0.204***
(0.023) (0.025) (0.075) (0.024) (0.077) (0.025) (0.074)
Transport B B 0.052 0.034 0.152 0.049 -0.033 0.033 0.110
(0.035) (0.037) (0.115) (0.037) (0.116) (0.037) (0.117)
Real estate B _ 0.358*** 0.348*** 0.128 0.364*** -0.010 0.343** 0.159**
(0.023) (0.025) (0.082) (0.025) (0.081) (0.025) (0.076)
Manufacturing _ _ 0.033 0.011 0.163** 0.023 0.037 -0.005 0.227***
(0.025) (0.026) (0.078) (0.025) (0.082) (0.026) (0.080)
Hotels and catering B B -0.828*** | -0.843*** 0.143 -0.827*** 0.001 -0.849* | (0.272**
(0.037) (0.039) (0.122) (0.039) (0.126) (0.037) (0.116)
R° 0.003 0.200 0.263 0.263 0.261 0.264
F statistic 12.92** | 502.53***| 385.75*** 239.76*** B36.60*** 241.03***
Test for compound _ _ _ 5 3k 0.84 7 09k

variables deletion

Source: ONS




Table F: Labour productivity disparities in RuraD8Rural 50 and Significant Rural Local AuthoritysBicts outside of city regions, relative to
the whole sample of plants outside of city regions

1 2 3 4 (Rural 80) 5 (Rural 50) 6 (Significantai)r
N 1729 1588 1588 1588 1588 1588
Standard Compound Standafd Compound Standard p&ord
Rural 80 -0.093 -0.011 0.036 B 0.197 B B
(0.063) (0.059) (0.056) (0.189) - —
Rural 50 0.090 0.085 0.063 B B B -0.029 B
(0.063) (0.059) (0.025) (0.177) —
Significant rural 0.186*** | 0.162*** | 0.150*** _ _ _ _ B -0.191
(0.061) (0.056) (0.023) (0.178)
Log (capital stock per| 0.195*** 0.267** 0.233*** -0.029 0.230*** 0.002 0.212%** 0.056*
worker) B (0.015) (0.015) (0.017) (0.038) (0.018) (0.035) (0.018) (0.034)
Log (employees) B 0.002 -0.005 -0.002 -0.015 -0.015 0.048 0.001 -0.019
(0.013) (0.013) (0.015) (0.034) (0.015) (0.032) (0.016) (0.029)
P/ft ratio B -0.043*** | -0.037*** | -0.034*** -0.015 | -0.034*** -0.022 | -0.043*** 0.015
(0.006) (0.006) (0.006) (0.015) (0.006) (0.018) (0.007) (0.011)
Plants B 0.001 0.008 -0.006 0.066 0.027 -0.081 0.013 -0.030
(0.022) (0.022) (0.024) (0.055) (0.025) (0.052) (0.026) (0.048)
Construction B B 0.580*** 0.607*** -0.123 0.609*** -0.147 0.507*** 0.252
(0.086) (0.067) (0.220) (0.099) (0.205) (0.103) (0.185)
Wholesale B B 0.369*** 0.430*** -0.266* | 0.374*** -0.071 0.268*** | 0.375***
(0.062) (0.071) (0.144) (0.070) (0.151) (0.072) (0.137)
Transport B B 0.289%** 0.310%** 0.106 0.420*** -0.415* 0.261** 0.096
(0.100) (0.111) (0.261) (0.121) (0.223) (0.117) (0.222)
Real estate B _ 0.497*** 0.529%** 0.124 0.517*** -0.065 0.390*** 0.371**
(0.072) (0.081) (0.174) (0.081) (0.177) (0.086) (0.155)
Manufacturing _ _ 0.400*** 0.415%* 0.119 0.406*** -0.118 0.341*** 0.181
(0.064) (0.074) (0.148) (0.072) (0.159) (0.074) (0.144)
Hotels and catering B B -0.541*** | -0.605*** 0.148 -0.551*** -0.019 | -0.508*** -0.240
(0.094) (0.113) (0.203) (0.103) (0.246) (0.106) (0.224)
R° 0.013 0.168 0.255 0.255 0.255 0.263
F statistic 7.26%* | A45.42%* | 41.45%* 25.53** 25.54** 26.55%*
Test for compound -
variables deletion B B B 0.76 0.77 2.22

Source: ONS




Table G: productivity profiles of lagging distriatempared to Rural 80 districts.

1 2 3 4
n 2554 2341 2341 2341
Standard | Compound
Lagging district -0.130%** -0.088*** -0.077** _ -0.108
(0.037) (0.034) (0.033) (0.125)
gﬁ)%&csgr'ta' _ 0.209%* | 0243+ | 0.246** | -0.018
worken) (0.012) (0.012) (0.016) (0.025)
Log(employees _ 0.010 0.012 0.002 0.022
(0.011) (0.011) (0.014) (0.022)
. -0.027*** -0.025%** | -0.022%** | -0.043%**
PUft ratio - (0.003) (0.003) | (0.003) | (0.010)
Plants _ -0.038* -0.044** -0.049* 0.012
(0.020) (0.020) (0.027) (0.039)
Construction _ _ 0.494*** 0.478*** 0.005
(0.069) (0.093) (0.139)
Wholesale ~ _ 0.241%** 0.230*** 0.017
(0.051) (0.066) (0.103)
Transport _ _ 0.199*** 0.111 0.157
(0.075) (0.104) (0.151)
0.455%+* 0.483* | _0.092%**
Real estate - - (0.057) | (0.071) | (0.019)
Manufacturing _ _ 0.506*** 0.155** 0.092
(0.053) (0.069) (0.107)
Hotels and -0.631*** -0.710%** 0.221
catering B B (0.079) (0.104) (0.160)
R° 0.005 0.185 0.259 0.267
F statistic 12.25%+* 105.99*** 74.08*** 40.30%**
Test for
compound -
variables - - - 2.86
deletion

Source: ONS



Table H: productivity profiles of lagging districcompared to Rural 50 districts.

1 2 3 4
n 2627 2409 2409 2409
Standard | Compound
Lagging district -0.136%** -0.116%** -0.099*** _ 0.013
(0.037) (0.033) (0.032) (0.123)
'S'E)%lgcsgr'ta' _ 0.241%* | 0273+ | 0.297* | -0.069**
worken) (0.012) (0.012) (0.015) (0.024)
Log(employees _ 0.018* 0.015 0.009 0.015
(0.010) (0.010) (0.013) (0.021)
. -0.024*** -0.022*** | -0.015*** | -0.050%***
PUft ratio - (0.004) (0.003) | (0.004) | (0.011)
Plants _ -0.048* -0.048** | -0.054** 0.016
(0.018) (0.018) (0.024) (0.037)
Construction _ _ 0.467*** 0.426*** 0.057
(0.067) (0.088) (0.135)
Wholesale _ _ 0.223%** 0.201*** 0.045
(0.050) (0.064) (0.102)
0.134* 0.001 0.268*
Transport - - 0074) | (0.100) | (0.149)
Real estate _ _ 0.386*** 0.376*** 0.016
(0.055) (0.068) (0.117)
Manufacturing _ _ 0.183*** 0.124* 0.123
(0.052) (0.069) (0.106)
Hotels and -0.692*** -0.818*** 0.328**
catering B B (0.080) (0.107) (0.162)
R° 0.005 0.205 0.274 0.284
F statistic 13.14%+* 123.83*** 82.21%*+ 44,99%*+
Test for
compound -
variables - - - 3.79
deletion

Source: ONS



Table I: productivity profiles of lagging districtcompared to Significant Rural districts.

[oX

1 2 3 4
n 3161 2909 2909 2909
Standard | Compoun
Lagging district -0.176*** -0.129%** -0.107*** B 0.080
(0.037) (0.033) (0.032) (0.126)
'S'E)%lgcsgr'ta' _ 0226 | 0.262%* | 0277 | -0.049*
worken) (0.011) (0.012) (0.014) (0.025)
Log(employees B 0.006 0.011 0.005 0.019
(0.010) (0.010) (0.012) (0.021)
PU/ft ratio _ -0.068*** -0.056*** | -0.051*** -0.014
(0.006) (0.006) (0.007) (0.013)
Plants B -0.032* -0.040** -0.040* 0.003
(0.017) (0.017) (0.021) (0.036)
Construction _ _ 0.507*** 0.518*** -0.034
(0.063) (0.078) (0.133)
0.383*** 0.452** | _0.205**
Wholesale - - (0.049) | (0.060) | (0.103)
Transport _ _ 0.264*** 0.239** 0.030
(0.074) (0.098) (0.152)
Real estate _ ~ 0.525** 0.579%** -0.188
(0.053) (0.062) (0.118)
Manufacturing ~ _ 0.294*** 0.321*** -0.074
(0.051) (0.064) (0.107)
Hotels and -0.570*** -0.606*** 0.116
catering B B (0.076) (0.094) (0.160)
R° 0.007 0.191 0.264 0.267
F statistic 22.81%*+ 136.69*** 94 40*** 50.07***
Test for
compound B B B 0 1%
variables '
deletion

Source: ONS



Table J: Chf tests of labour productivity in city regions armdjtjing districts

Standard

Mean deviati Pr(T >1t)
eviation
City region 3.306 1.067 0.000
Not city region 3.143 0.928 '
Not lagging district 3.307 1.067 0.000
Lagging district 3.093 0.907 '
City region: not lagging district 3.318 1.076 0.000
City region: lagging district 3.144 0.955 '
Not city region: not lagging district 3.188 0.958 0.001
Not city region: lagging district 3.024 0.835 '

Source: ONS



Figure 1 - the default rural definition pertaininig England and Wales
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Figure 2 — Defra Classification of Local Authoribjistricts (LADS)
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Figure 3 — city-regions by local authority district
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Figure 4: Defra’s low productivity districts

Source DEFRA (2006) cited in Annibal and Boyle (2007)



Figure 5: Low productivity rural districts and ciyegions

Source Annibal and Boyle (2007)



