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Introduction

The changing county

Over the past twenty years, Kent and Medway have undergone
considerable economic, demographic and social change. While the county
has lost employment in traditional industries, it has gained from a
growing role as a gateway to the UK and through the expansion of
employment in the service sectors. Much of this has been assisted by
significant infrastructure investment in recent years. However, the county
continues to lag behind the rest of the South East in many economic
indicators —something which all those engaged in regeneration and
economic development activity in Kent and Medway seek to reverse.

This paper sets out an overview of the economy of Kent and Medway,
outlining some of the challenges and opportunities which the Kent and
Medway Local Enterprise Partnership will need to address.

An economic journey

Kent has a proud industrial and agricultural past. From the Industrial
Revolution onwards, the county developed strengths in shipbuilding and
engineering associated with the naval dockyards at Chatham and
Sheerness, building materials manufacturing, mass coastal tourism, paper

production and coal mining. Much of our industrial base was directly
associated with Kent’'s natur al
close proximity to London, although in the postwar years, a range of
lighter manufacturing industries developed. By 1980, manufacturing
for around 30% of
reflected the needs of the industrial economy.
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National and international
economy since the 1970s. Recession, global competition and new
technologies contributed to the decline of some of our traditional
industries in the 1980s, leaving parts of the county with the challenges of
degraded industrial land, a skills base often poorly equipped for new
economic sectors and areas of severe deprivation.

However, the county has been resilient. As a gateway to an open,
internationalised economy, it has seen substantial investment in our
transport infrastructure, improving connections both to the rest of the UK
and to continental Europe, the development of international-standard
business parks and four flourishing universities.

resour

empl oyment

economic

al

C



The Kent and Medway economy today

 Figl:GVAperhead(g) An entrepreneurial county

25,000 However, Kent is an entrepreneurial county. We have a highly
diversified economy: of 50,000 VAT registered business, 98%
20,000 - have less than 100 employees, and small and medium sized
businesses have emerged across all sectors. Over the past few
15,000 7 years, our stock of VAT registered businesses has also increased,
10,000 exceeding the South East and national averages.
5,000 High employment
Employment rates are also generally high in Kent. Although the
0 . . . . . . . . recent recession has impacted negatively on employment, the
1999 2000 2001 2002 2003 2004 2005 2006 2007 proportion of the economically active population that is in work
UK couth East Kent & Medway (76%) has remained above the national average.
Source: ONS Changing strengths

The sectoral composition of

changing, with the greatest increases in employment taking place han

Kent’' s economic performance reflects
that of other counties in the South East. From the mid 1990s to 2008, in construction, retail and business services. However, this

Kent enjoyed faster jobs growth than elsewhere in the region, but gross understates t he—aadaeveioping = ssrengthe 1

value added (GVA) per head remains consistently below national and in areas such as pharmaceuticals, advanced manufacturing and

regional levels. agriculture.



Economic challenges: Recession and recovery
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Source: Claimant count, ONS

The global crisis

The past few years have seen international economic turbulence

unprecedented in recent decades. The effects of recession have been

felt around the world, with the UK economy contracting by 3.1% in

20089.

This has impacted on Kent: after fifteen years of static or falling
unempl oyment ,
2008/09, although they have since plateaued and started to fall.

Jobseekers
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Into recovery

Looking to the future, the economy is moving into recovery, with
growth of 1.3% forecast in 2010. However, recovery (both in
Britain and elsewhere in Europe) is expected to be slow.

Longer term change

Longer term, Kent’' s economy
intensified competition as a place to do business, not only from
traditional competitors elsewhere in the UK, Western Europe and
North America, but also from emerging economies which have
seen dramatic growth in recent years and which continue to
expand rapidly.

This will in part mean raising overall skills levels as the knowledge
intensity of employment rises.

dRecessions speed up structural change. None of the
manual, administrative and unskilled jobs lost in the
recession will come back in the recovery: in other words, tt
employment levels in these types of jobs will be
permay Sy G f & f 24SNE

- lan Brinkley, The Work Foundation



Economic challenges: Deficit reduction and rebalancing

Fig 3: Public sector net borrowing (% of GDP)
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Fig 4: Public sector jobs as % of total jobs, 2008
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Source: HM Treasury (figures to date); Office for Budget Responsibility (forecast)

Cutting the deficit

As Britain has coped with recession, the national budget deficit has
risen dramatically, as it has in many countries. The Government
has made reducing the deficit its top economic priority over the
next few years in order to reduce long-term borrowing costs and
maintain investor confidence.

This will mean lower public spending, with cuts of up to 25% likely
in most departments. For economic development in Kent, it will
mean will need to find a new model as public sector investment
falls.

Source: Annual Business Inquiry

Rebalancing the economy

Cutting the deficit will mean fewer jobs in the public sector. This
presents a challenge for places that are dependent on public sector
employment, with the new Regional Growth Fund geared to
supporting private sector growth in areas currently dependent on
the public sector.




Economic challenges: Building the right skills and infrastructure for long-term growth

Fig 5: Working age population qualified to NVQ4+ ‘
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Skills barriers to growth
The UK’ s skill s s hoatitorf haslbden r e |
recognised as a challenge to the national economy for many years.

Within Kent and Medway, despite consistent gradual

improvement,t he proportion of the ¢

NVQ4+ (i.e. degree level) qualifications still lags behind national
and regional averages.

This presents a challenge to
invest, and restricts the ability of people in the county to secure
the high-value iobs that will maximise their notential.

Unlocking infrastructure for agrowing population

Kent’'s population is rising,
place to live and the economic opportunities of the South East.
Providing the right infrastructure to support a growing population
and unlocking the job opportunities we need if we are to match
population and economic growth are particular challenges as we
emerge from a recession which has frozen sites and slowed
delivery.

Capacity for innovation

Long-term economic growth will be governed by the ability of firms
to innovate and grow. Public sector programmes are notoriously
bad at ‘picking winners’. Bu-
in which firms have access to a highly skilled workforce, access to
relevant, good quality business support and access to finance is
critical in supporting private sector growth.

Responding to the energy challenge

Energy prices have risen sharply in recent years as rising world
demand met peaking non-renewable reserves. At the same time,
the regulatory pressure to increase energy efficiency is rising and
won’'t fall. Making more effi
natural resources and making more use of renewable fuel sources
will be a major challenge over the coming years —and those
economies that can rise to the challenge will enjoy a significant
competitive edge.



Economic diversity

Fig, 6: Deprivation in Kent and Medway
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Between 21 - 40% most deprived LSOAs in England

I Between 41 - 60% most deprived LSOAs in England

I Between 61 - 80% most deprived LSOASs in England
Least 20% deprived LSOAs in Enaland

Source: CLG, Index of Multiple Deprivation 2007, KCC Research & Intelligence

Incorporating communities on the edge of London,
isolated rural settlements, coastal towns and major
conurbations, Kent and Medway is highly diverse.

This diversity is visible in social and economic
indicators and county averages mask considerable
divergences in wealth, educational attainment,
access to services and life chances. Comparing
districts across the county, there is a general
disparity between the north and east of the county
and the more affluent western districts.

But within districts, there is also considerable
variation in life chances, with pockets of
disadvantage —often severe —throughout the
county, including in West Kent and in rural as well
as urban areas.

This illustrates the importance of having an
approach to economic development that
recognises distinct local needs and the need for
local solutions, as well as one that recognises the
multiple interventions that will need to take place
in particular areas to overcome concentrated
worklessness and low aspiration.



Opportunities for growth

While Kent faces major challenges over the coming years, the county has 1 TheThamesGatewayi s t he country’'s | argest r
major opportunities for regeneration and development. with North Kent containing the South East’s greatest volume of
brownfield land with potential for development. Major investment
The locational advantge has been made in Kent Thameside, Medway and Swale. North Kent
A location between London and continental Europe offers significant offers the potential for 53,000 new jobs - 20,000 of which will be
benefits forKent.Pr o X i mi ty to one of the wor | théated at ElsbsflepteVsliey alaneg withhjeurneyitiraek to Lanlah
cultural centres means easy access to employment opportunities in reduced to 17 minutes.
London, especially for residents of North and West Kent, and it also
provides access to London markets for Kent businesses. As a gateway to { In East Kent, Manston Park in Thanet will provide a high quality new
Europe, with Europe’s |l argest pass e RugnessparkagigegnttoManstppfligpart. The expansiop of thePorty | s 9 we
placed as a business location. of Dover offers opportunities for new employment growth, while the
town’s Growth Point status will support further housing and job
These advantages are assisted by excellent rail connections to the creation. Along the coast, recent investment —from the private sector
Continent, and are further enhanced with the opening of High Speed One as well as the public sector - is supporting the expansion of the
services in December 2009. The expansion of Manston and Lydd airports creative industries
al so presents opportunities to Iimprove Kent’'s connections with the res
of the world. {1 The presence of four expanding universities in Kent offers direct
benefits throughout the county, especially in Canterbury and at
Major regeneration opportunities Medway, both for the contribution that universities make to raising
Kent contains some of the country’ sskilsivelgaadfathe poterfial thas they prqvigeo maximiser | at i ves ,
combining housing and employment growth as well as specific local innovation.

strengths. In particular:



9 Ashford, a nationally recognised Growth Area, offers scope for some Quality of life
28,000 new jobs by 2031, building on direct rail services to Paris and The high quality of much of coknggent ' s n a
Brussels, and journey times to London reduced to 37 minutes attractive as a place to live and a destination to visit. Significant recent
investment in cultural infrastructure, especially in coastal Kent, and the
continued protection of the county’s

 Maidstone will see substantial expansion as a result of its Growth , ,
compl ement tohoeicdewelopménty ' s ec

Point status, building on the town’s position as a major retail and

service centre L .
Economic diversity

Kent benefits from its diverse employment base, and strengths in a range
of sectors —rather than specialisation in just one or two — has helped the
county’s resilience. Even so, Kent and Medway do have strengths in a
number of growing areas, including renewable energy, environmental
technologies, manufacturing, media and creative industries and financial
services. Many of these sectors are particularly significant in individual
districts, reinforcing the need for a locally-responsive approach to
economic development.

T In West Kent, the scale of planned new development is less intensive.
However, Tonbridge and Malling contains some of the county’s most
important employment centres, especially at King’s Hill. The success
of West Kent districts such as Tunbridge Wells and Sevenoaks in
generating new business growth and their close links to London and
the rest of the South East also highlights their importance in the
county’s economy.

Your thoughts...
This is just a snapshot of the Kent and Medway economy in the current wider context. Most of it will be familiar to people living and working in the county.
But are there opportunities and challenges for Kent that are missing? Has the nature of these changed as the economy has moved from growth to recession

and back to gradual growth —and as government policy has shifted? Does the potential creation of a new public-private partnership offer the potential to
address our long-term challenges in a different way?
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