





Introduction

Swindon has grown considerably in the past twenty years, with the population up by
25,600 since 1984, an increase of over 16%. The current economy is highly
competitive, and continued expansion in terms of population, employment and
housing is anticipated. This report provides an overview of Swindon’s current
economic position, with comparisons to the both the national and regional situation,
and to competitors in the South East. It also examines Swindon’s industrial mix,
within the context of regional and national growth sectors, and outlines the
implications of future energy shortages.
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Summary of Economic Performance

Gross Value Added (GVA) is the fourth highest in the UK, behind only Inner
London West, Berkshire and Edinburgh.

The economic activity rate is above national and regional averages, but has been
declining since 2000.

The employment rate is 83.9%, and is consistently above national and regional
levels.

Average earnings are 9.4% higher than the South West regional average, but
6.8% below average earnings in the South East.

The unemployment rate is 2.1, and has been constantly below the national level,
but the gap is narrowing.

Jobs density, an indicator of labour demand, is relatively high (1.03), indicating
labour demand is larger than labour supply.

24.5% of working age people are educated to NVQ 4+ level, this is below the
national average.

There are a high concentration of firms in four main sectors; administration /
education / health, manufacturing, distribution / hotels / restaurants, and banking
/ finance / insurance.

Industrial property costs compare well with other areas in the South East and
South West.

Office property costs are low, indicating over supply, inadequate quality, or lack
of desirability in Swindon as a location.



Economic Performance

Gross Value Added (GVA) per head

GVA represents the income generated by businesses, out of which is paid wages,
salaries, capital investments, and financial charges, before arriving at a figure for
profit. Local GVA is calculated on a workplace and a residence basis — the estimates
here are workplace based, so an individual’'s income is allocated to where they work
rather than where they reside. A high GVA shows a buoyant economy.
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Swindon has a highly competitive local economy, with output rates above the
national, South East and South West averages. In fact Swindon has the fourth
highest level in the UK, after Inner London West, Berkshire and Edinburgh.
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Although Swindon’s levels have remained consistently above the national average,
GVA figures can be skewed by large multinationals located in the Borough, as total
business earnings are attributed to the location of the firm’'s headquarters. The
removal of one or two of these businesses could have a dramatic effect on the GVA.
Employees living outside the borough also contribute to GVA levels, but not

necessarily to the local economy.
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Economic Activity Rate

Economic activity figures include people in employment, people seeking work, and
students who have a job. Economically active people can thus be defined as those
who supply or want to supply their labour to produce goods and services for the
economy. High rates make a positive statement about the economy, indicating a
willingness and ability to participate in employment, and that suitable opportunities
are available to match skills to demand.

Economic Activity Rate in Working Age People
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Of the people in Swindon who were of working age (16 to 64 for men, and 16 to 59
for women) the economic activity rate was 83.6 per cent in 2004, compared with an
average for Great Britain of 78.2 per cent.
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The rate in Swindon is above the regional averages for the South West (80.6%) and
the South East (82.0%), but slightly behind Bracknell Forest (85.2%) and South
Gloucestershire (85.6%).

High rates can be attributed to the high levels of employment opportunities available
to local people, as well as the relatively young age structure of Swindon’s labour
force. However, tertiary education facilities lower the rate in other areas, and the lack
of these facilities in Swindon may inflate it’s figure.

Swindon has also seen a 5% decline in the economic activity rate since 1999, which
is the largest decline of the authorities examined:

Change since 1999 (%) * The majority of this increase

Great Britain 0.3 is accounted for in the 1999 to

_ 2000 period, since 2000 there
Bristol -1.8 has been a 0.7% decline.
South Gloucestershire +1.8
Swindon -5.0
Bracknell Forest 2.4
Milton Keynes -2.9
Reading +5.0 *

Labour Force Survey 2004, ONS 2005

Employment Rate
The employment rate is the proportion of working age people in employment. It gives

an indication of the level of engagement the local population are having in the labour
market, and the ability of the economy to create jobs.
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The employment rate in Swindon has been consistently above the national and
regional levels, and although a decline is evident between 2000 and 2003, there has
been a steady increase from 81.3 % in June 2004, to 83.9 % in May 2005.

Of the comparison authorities in the South East and South West, only South
Gloucestershire has a higher employment rate than Swindon:

Employment rate of working age people
%

Bristol 73.9
South Gloucestershire 85.0
Swindon 83.9
Bracknell Forest 82.1
Milton Keynes 76.8
Reading 74.5
Bristol 73.9
ggggce: Labour Force Survey (Four Quarter Averages), NOMIS

Average Earnings

Earnings can reflect the success of an economy, as a high value added economy
commands higher labour costs. Alternatively, high labour costs may be indicative of
a constrained labour market, with elevated competition for employees.
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Source: Annual Survey of Hours and Earnings (2004), NOMIS

The average weekly earnings for full-time employees in Swindon are £435.90, which
is higher than the national and South West averages (£422.90 and £398.30), and
higher than South Gloucestershire (£433.40). Levels in the South East are far
higher, with the South East having a regional average of £465.70.
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Gross Disposable Household Income
Gross Disposable Household Income is the total income less certain cost items such
as tax payments and social security contributions. In essence, this is the value of the

resources that the household sector actually has available to spend or save. The
figures offer a useful guide to the relative wealth of residents within different areas.

Gross Disposable Household Income (GDHI) 2003

Per head indices

gl e (UK less extra-regio = 100)
Buckinghamshire 16 786 132
Berkshire 14 709 117
Oxfordshire 14 389 113
Wiltshire 13 533 107
and South Gloucestershire 13341 106
Gloucestershire 13 294 105
Swindon 12 650 101
United Kingdom 12 637 100
Milton Keynes 12 147 98
Bristol 11891 94

Source: Regional Household Income, ONS

Although close to the national average, the GDHI of Swindon residents is lower than
the surrounding counties.

Unemployment

Unemployment levels are key headline indicators, equating to more people in
employment, increased spending power, increased tax revenue, and less spent on
benefits. Low unemployment rates indicate a more successful economy. Swindon
has remained consistently below the national rate, however the gap has narrowed
considerably in recent years.

In September 1995 Swindon’s unemployment rate was 2.0% below the national rate,
whereas in September 2005 the gap was only 0.2%. This may be an indication that
Swindon’s economy is beginning to stall, or that employers are unable to find suitably
qualified workers in the local population. However, the reduction in the gap is a
consequence of falling national levels rather than increasing local levels, which have
actually fallen by 2.3 % since 1995.



Unemployment rates from July 1995 to September 2005

Proportion of resident working age population
estimates
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—e— Great Britain Swindon Claimant count with rates and proportions, ONS 2005

The current unemployment rate for Swindon is 2.1%, similar to that of the comparison
areas, with only South Gloucestershire and Bracknell Forest having significantly
lower levels (0.8% and 0.9% respectively).

Unemployment Rates September 2005
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Although unemployment in Swindon as a whole is low, there is wide variation in the
unemployment rate across the Borough. Of the 22 wards in Swindon, 12 have an
unemployment rate lower than the national average, and 10 have an unemployment
rate higher than the national average. The lowest rate is in Haydon Wick (1.32), and
the highest rate is in Penhill (4.32).



Unemployment by Ward, % of economically active people aged 16-74
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Jobs Density

Jobs density is defined as the total number of filled jobs in an area divided by the
resident population of working age in that area, and is an indicator of labour demand.

North Wilts
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y Source: Jobs density 2003, NOMIS

In areas with high jobs densities the demand exceeds the labour supply, and the

imbalance must be satisfied by workers who live outside the area (inward

commuting). In areas with low jobs densities the supply exceeds the demand, and

residents will often have to work in other areas (outward commuting) or be

unemployed or economically inactive. It should be recognised, of course, that there
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may not be a match between the jobs on offer in a given local area and the skills
possessed by the resident working-age population in that area. In such cases both
inward and outward commuting may occur.

Swindon has a high jobs density (1.03), and of the comparison authorities only
Reading has a higher rate (1.14).

The jobs density figures indicate that Swindon requires workers from outside the
Borough to meet labour demand. This is confirmed by travel to work data:

South . Bristol Swindon Cheltenham
Gloucestershire

Workplace 128099 215420 108177 50627
Population

In Commuting 52416 83412 28409 22212
Out Commuting 52072 45049 14185 15684
Net Commuting 344 38363 14224 6528

In commuting as a %

of the workplace 40.9 38.7 26.3 37.3
population

Source: Travel to work patterns for South West urban areas, South West Observatory 2005

Although over a quarter of Swindon’s workforce commute in from outside the
Borough, this level is actually lower than that experienced in nearby urban areas.
What is of more significance is that people commuting in from surrounding districts
are characterised by higher skilled occupations. This is perhaps the result of
recruitment difficulties experienced by employers within the Borough, or reluctance of
employees to live in Swindon. It is also a function of the fact that those with higher
skills command a greater income, and are therefore able to afford more desirable
properties in the surrounding rural area.

NS-Sec of people working within Swindon Borough by area of residence

Swindon Borough M Surrounding Districts m Rest of England and Wales
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Source: Census 2001, ONS
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Qualifications

The greater the skills level of the workforce, the greater the ability of individuals to
gain employment and adapt to change. With 24.5% of working age people educated
to NVQ 4+ level, Swindon’s workforce is below the national and regional averages.
Of the authorities selected for comparison, Milton Keynes and Bracknell Forest are
on a par with Swindon (23.6%, 24.1%), while Reading has the highest rate at 36.8%.
A similar position is apparent for the proportion of the workforce with NVQ 3+;
Swindon is below the national and regional averages, and has the lowest level of all
the comparison areas.

Working age people with NVQ 4+ and NVQ 3+ NVQ 4+
ENVQ 3+
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Labour Force Survey (Four quarter averages June 2004 - May2005), ONS 2005

The general trend does appear to be upward, and is approaching the national
average (26.2%), however the local supply of highly skilled labour in manufacturing,
finance, and energy and water is currently unable to meet demand, forcing many
employers to recruit temporary employees and from outside Swindon.

Working age people with NVQ 4+

40 —eo— Great
Britain
30 —— Swindon
%
South
20 Glous.
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10
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Labour Force Survey (Four quarter averages June 1998 - May 2005), ONS
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Increasing skills levels is especially important in high technology and knowledge
based economies. High-education sectors (industries with high proportions of
qualified employees) generated 75% of new employment across the EU in the
second half of the 1990s.

Employment Structure

In 2004, the Swindon economy had a high concentration of firms in four sectors;
public administration/education/health, manufacturing, distribution/hotels/restaurants,
and banking/finance/insurance. Compared to Great Britain, Swindon has a higher
proportion of employees in manufacturing, transport and communication, and
banking/finance/insurance, and a lower proportion of employees in public
administration/education/health and distribution/hotels/restaurants.

% of people employed by sector
other senices

public admin. education and health
banking, finance and insurance
transport & communication
distribution, hotels and restaurants
construction

agriculture and fishing
manufacturing

energy and water

0 5 10 15 20 25 30
% m Great Britain
Source: Annual Population Survey 2004, ONS Swindon

A diverse range of sectors has enabled Swindon to sustain a balanced economy. If
there was a downturn in one industrial sector this could be balanced by growth in
another.
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In terms of GVA, the major sectors in Swindon are business services, distribution and
retail, electronics, and transport and communications.

Gross Value Added (GVA) by Industrial Classification for Swindon 1999

Agriculture
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Oil and Gas Extraction
Metal Ores Extraction
Other mining and quarrying
Food and Drink
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Wood and wood products
Paper and printing

Coke ovens, refined petroleum and

nuclear fuel
Chemicals

£ million

7
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14
89

48
54

£ million

Non metal products 57
Metals 0

Metal products &8
Engineering 35
Electronics 439
Transport Equipment 170
Other manufacture 17
Distribution and retalil 543
Hotels and catering 92
Transport and communication 513
Finance 343
Business services 604
Public administration and defence 81
Education 109
Health and Social services 140
Other services 126

Source: South West ID

The high-technology sector is viewed as a key growth sector, but has suffered a turn

in fortunes in recent years.

Despite this the proportion of people working in these

industries in Swindon (2.8%) is higher than the national average (1%). Comparison
areas have seen greater losses in this sector, with the exception of South
Gloucestershire, which saw an increase of 62%. Globally this sector is forecast to

grow in the forthcoming years.

People employed in high-tech manufacturing 1998 - 2003

Swindon

Bracknell Forest
Reading

Milton Keynes

Bristol

South Gloucestershire
Great Britain

% change

LS
-76.0
-50.1
-46.2
-71.8
62.4
-23.1

The high-technology sector
includes the following
industries: pharmaceuticals,
office machinery/computers,
aerospace, and radio, TV and
communications equipment.

(Organisation for Economic
Cooperation and Development
definition)

Source: Annual Business Enquiry 2003, NOMIS
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Industrial Property and Office Costs

Rental values reflect the market’'s perception of economic viability. Locations with a
high interest have a higher market value, therefore it is a good indication of the
success of an economy. Capital and rental values for industrial property compare
well with the surrounding towns, indicating there is still a demand for industrial
property. Rental values for office property are comparatively low however, possibly
reflecting an over supply of office space in the town centre, offices of not the right
type or quality, lack of facilities, or lack of desirability in Swindon as a location.

Office Rental Values (>1000m?) Industrial Rental Values (~500m2)
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Source: Property Market Report July 2005, Valuation Office Agency

Number of Businesses

New business unit formation is an indication of a healthy economy, one that is correctly
positioned within emerging growth market sectors.

Change in number of
businesses 1998 - 2003
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Source: Annual Business Enquiry 2003, NOMIS

15



Between 1998 and 2003 the total number of businesses in Swindon increased by
approximately 12%. This growth rate is similar to that of South Gloucestershire and
Bracknell Forest, but lower than Milton Keynes, which saw an increase of 18%.

A similar pattern is seen in VAT registered businesses. Swindon experienced a 4.18 %
rise in VAT registered businesses between 2000 and 2004, higher than the national rate
of 3.53%. Of the comparison areas, Reading observed the lowest increase of 1.04%,
and Milton Keynes has the highest level of increase (10.4%).

VAT registered businesses

% change 2000-2004

Reading 1.04
Bristol 2.45
Swindon 4,18
South Gloucestershire 4.74
Bracknell Forrest 4.78
Milton Keynes 10.40
South West 3.71
South East 4.24
Great Britain 3.53

This overall increase in businesses in Swindon has been largely due to an increase in
very small (<10 employees), and medium size (50-199 employees) businesses, with a
moderate increase in small businesses (10-49 employees). The number of large
businesses (>200 employees) has decreased by 17% in this period, compared to South
Gloucestershire and Bracknell Forest, which have seen increases of 23% and 32%
respectively. In Swindon 42% of people are employed by large firms, compared to just
30% in England and Wales.

Percentage of employees by size of business
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Business Survival Rate

Business survival rates show the percentage of businesses that are still trading a
certain number of years after they first started. Those that are no longer trading
should not be presumed to be failures. Some will have closed for other reasons - the
owner may have retired; the business may have been taken over, it might simply
have fully exploited the available market; or it may have completed a time-limited task
(for example a company formed by the organisers of an exhibition or a trade fair).

Business survival data is not available at the Swindon level, so data has been
presented for Wiltshire and Swindon combined. The three year survival rate for
businesses in Swindon and Wiltshire (65.5%) is lower than the average for the South
West (68%), and lower than that of neighbouring counties.

Three year survival rate of VAT registered businesses, registered in 1999

72
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Oxfordshire & Swindon
Bucks

Source: VAT Survival Statistics 2004, Small Business Service
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Key Economic Indicators for Swindon, and a selection of authorities on the M4 corridor and in the South East

O Average
GVA GVA . Employment Change in age % Change g
Population Unemployment . house
per growth Growth (%) Rate employment Rate people in number rices
head  1995- VU7 Jun2004- rate1997- o %0 with of S e
2002 (£) 2002 (%) May 2005 2005 P NVQ 4+ businesses ° Y 2P
2005
(%)
Bracknell Forest - - 0.5 82.1 -1.8 0.9 24.1 9.6 219 851
South Bucks - - -0.1 80.7 -2.4 1.1 33.9 7.5 434 473
Milton Keynes 22139 47.8 1.9 76.8 -0.4 2 23.6 18.4 178 650
Reading - - -0.5 74.5 -2.5 1.8 36.8 8.4 202 676
Slough - - -2.5 75.5 -3.2 2 21.1 -1.4 187 063
West Berkshire - - 0.3 84.2 2.9 0.7 35.5 12.7 252 649
Windsor & Maidenhead - - 2.4 80.2 -0.3 1 38.5 5.3 351 785
Wokingham - - 1.3 86 0.8 0.6 36.7 11.4 282 582
Bristol 21513 55.7 1.0 73.9 1.9 2.1 33.6 3.2 181 368
South Glous. - - 0.6 85 0.9 0.8 27.5 11.8 185 670
Swindon 24113 50.1 1.2 83.9 1.8 2.1 24.5 11.9 156 184
Bath & NE Somerset
and South Glous. LEar S
Berkshire 25178 77.4
Buckinghamshire 18148 42.2

Sources: ONS, NOMIS, Land Registry
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Future Economic Growth

Regional Planning Guidance for the South West (RPG10) identified Swindon as a
Principal Urban Area, and as such a key focus for future growth. The perception of
relatively limited restrictions to further growth, as well as Swindon’s past economic
achievements, are considered key factors which could be built upon for continued
economic success.

The South West of England Regional Development Agency (SWRDA) draft Regional
Economic Strategy (2006-2015) identifies eight priority sectors, proposed as a focus
for specific activities to raise business productivity:

Priority Sectors

Aerospace and Advanced

: : Biomedical and healthcare
Engineering

Creative industries, especially digital

Food and drink .
media

Environmental technologies,
especially renewable energy and
waste

ICT, especially semi-conductor
design and wireless networks

Tourism Marine

Swindon’s representation in these sectors is concentrated in the advanced
engineering, biomedical and healthcare and tourism sectors.

% of employees working in the Regional Economic Strategy ‘priority sectors’

Great Britain Swindon
Food and Drink 3.0 0.6
Creative Industries 0.9 0.3
Biomedical and healthcare 8.2 7.8
Aerospace and Advanced Engineering 2.6 8.0
Marine 0.1 0.0
Environmental Technologies 0.1 0.0
Tourism 6.3 4.5
ICT 2.7 2.2

Source: Annual Business Enquiry 2004, NOMIS
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Nationally the fastest growing industry between 1992 and 2003 was computer
services, with a 354% increase in GVA during this period. Business services and
insurance and pension funds have also recorded massive growth (221% and 220%).

The fastest growing industry groups in terms of GVA between 1992 and 2003
(weighted by per cent growth and £ million)

Top 10 % £ million
Computer services 354.3 22 401
Other business services 2215 23 900
Insurance and pension funds 220.7 15915
Recreational services 152.3 17 032
Owning and dealing in real estate 164.0 11 550
Letting of dwellings 105.4 39814
Market research, management consultancy 225.6 7 813

Construction 103.1 30911
Hotels, catering, pubs 117.4 17 623
Retail distribution 101.6 28 342

United Kingdom Input-Output Analyses 2005, ONS

In Swindon the biggest employers within the UK top ten growth sectors are retail
distribution (13.3%) and business services (8.9%), which both employ more than the
national average.

% of employees in the UK top ten growth sectors

m Great Britain
Retail distribution T —

Swindon

Market research, management consultancy M-

Owning and dealing in real estate, letting Of gy
dwellings

i ices N
Recreational senices

Insurance and pension funds .

- ices
Other business senices
Computer senices [

0 2 4 6 8 10 12 14
Source: Annual Business Enquiry 2003, NOMIS
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Strengths, Weaknesses, Opportunities, Threats (SWOT) analysis of
Swindon Borough’s economy

SWOT analysis is a framework for identifying strengths and weaknesses, and for
examining the opportunities and threats faced.

Strengths

Highly competitive local economy

High levels of employment in high technology
and medium technology industry

A high level of overseas business investment

Unemployment below two per cent
Earnings 8% higher than the UK average

Good transport links
Location

Attractive rural surroundings

Perception of limited restrictions to growth

Past economic achievements, market
confidence

Competitive commercial property prices
Population growth
Head Quarters of international businesses

Opportunities

Bath University campus
Science Museum in Wroughton
Town centre redevelopment, NSC

Relocations from the South East due to an
overheating economy in this area

Direct investment towards engaging in
changing world markets

Global market place — ‘e-buying’

Change in work practices — flexible locations
& flexible hours means less office space

Improve and promote energy efficiency

Corporate Games 2006
Olympics 2012

22

Weaknesses

Pockets of high unemployment and
deprivation in some wards

Slow down in local economy in 2001 and
2002

Under qualified workforce, recruitment
difficulties

Unattractive urban environment
Traffic congestion, access to town centre

Lack of tertiary education
Poor image

Town centre fails to provide a real focus, no
‘cultural heart’

Proximity to airports

Threats

Climate change
Fuel prices
Energy shortages

Attractiveness of main competitors (Reading,
Oxford, Bath, Cheltenham, Bristol)

In the world economy there is risk of
increasing volatility due to unstable levels of
US debt & overheating in some developing
countries

Off-shoring and out sourcing
Ageing population

Dependence on large foreign owned
companies



Energy

One of the major threats currently facing businesses of all sizes is the forecast global
energy shortage. North Sea oil production has peaked and is now declining, and the
same is set to happen in oilfields around the world. As oil supplies become scarce
the price will rise, and as everything is dependent on oil, all prices in the economy will
have to change to reflect the new cost of energy. The cost of business will inevitably
rise. Global gas supplies are declining too, and in the United Kingdom the
combination of dwindling gas supplies and rising oil prices has triggered a rapid rise
in energy prices in the last two years. For example, since October 2003 the retall
sector has recorded 40-50% increases in the price of gas and electricity. While
energy intensive industries will be hit the hardest, every business in the country will
be affected directly by the rising prices, and also indirectly if they are paying more for
energy than European competitors. A poll by the Birmingham Chamber of
Commerce revealed that 60% of their member firms considered energy prices to be
affecting profitability.

A more immediate concern is the possibility of a shortage in gas supplies this winter.
Britain has only 11 days worth of gas held in reserve, compared to 55 days worth
elsewhere in Europe. It is estimated that gas reserves would run out after one week
of sub-zero temperatures, and with the Met Office predicting the coldest winter for a
decade, fears have been raised about the impact on industry. The consumer group
Energywatch and the CBI have both warned that there may be partial closures and
redundancies this winter, and that firms may start to relocate outside the UK to
escape the high prices and interruptions in supply.

Industrial energy consumption accounted for more than a fifth of all UK energy
consumption in 2001. The largest consumer was the chemicals industry (22%), while
the food, drink and tobacco industry consumed a further 12%.

Industrial energy consumption
in the UK, 2001

Chemicals
22%
Other
industry
33%
Food
beverages
and tobacco
12%
Vehicles
5%
Mechanical Iron and steel
engineering Mineral 10%
5% _P"?‘pe“ products
printing and 29
publishing

6%
Source: Department of trade and industry
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In Swindon the proportion of employees in industries that use large amounts of
energy is relatively small. The only sector of any notable size is vehicle manufacture,
employing 5.6% of Swindon’s workforce.

Swindon employees in high energy use industries

%
Food, drink and tobacco <1
Paper, printing and publishing 11
Chemicals 1.4
Mineral products
Iron and Steel
Mechanical Engineering 1.3
Vehicles 5.6

Source: Annual Business Enquiry 2003, NOMIS

Service sector energy consumption (excluding agriculture) accounted for 13% of all
energy consumed in the UK in 2001. The service sector can be split into two main
components: public administration which covers government activities, education and
health, and private commercial which covers retail, hotels, financial, real estate and
computer activities.

Service sector energy consumption
in the UK, 2001

Commercial
Other Offices

Education
13%

Government

6%

Retail
18%

Warehouses Hotel and
9% Catering
17%

Source: Department of trade and industry
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In 2001 energy consumed in public administration accounted for 39% of all service
sector energy consumption, while the private commercial sector accounted for the
remaining 61%, with the largest energy consuming sectors being retail, hotels and
catering.

Since 1990 electricity consumption has more than doubled, mainly due to the growth
in electrical equipment supporting service sector activities, such as information
technology, air conditioning, medical and leisure equipment.

Although the service sector consumes less energy than industry, it is still susceptible
to rising energy prices, and in Swindon is a bigger employer than industry. The
biggest employer of the high energy using service sectors in Swindon is retalil,
followed by hotels and catering, and financial services.

Swindon employees in high energy use service

sectors

%
Retail 14.85
Hotels, Bars, Catering 6.35
Financial 5.44
Real Estate 0.79
Computer Activities 1.62

Source: Annual Business Enquiry 2003, NOMIS
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