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I attach a note on entrepreneurs and a report on the Policy
Unit visits to some™©f the UK regions, which is the second
halt of the draft paper on_Jobs we were asked to produce by
the December Seminar. Bob Young worked particularly hard on
producing this piece.

—

You saw the first half prior to meeting Tom King, and the
conclusions have been fed into the Department of Employment
draft paper on Jobs. TR e e
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ENTERPRISE AND ENTREPRENEURS

Some men are born entrepreneurs. Some men achieve
entrepreneurship. Others have entrepreneurship thrust upon
them.

It is difficult to legislate to make more entrepreneurs.
But it is possible to help create a climate of opinion in
which entrepreneurs can flourish.

We have looked at the careers and the companies of several
of the most successful entrepreneurs in Britain over the
last couple of decades. These include Lord Hanson of Hanson
Trust, Sir Ernest Harrison of Racal Electronics, Lord
Weinstock of GEC, Mr—Peter Levene of United Scientific
Holdings, Mr Phil Harris of Harris Queensway, Mr Sugar of
Amstrad Electronics, Mr Azil Nadir of Polly Peck, Mr Mark
Weinberg of Hambro Life, Mr Esmond Bulmer of Bulmers, and
Owen Green of BTR.

Their achievement can be seen in the turnover growth they
have attained:

1973-82 Growth in Sales

USH 2,865%
Racal 2,513%
Hanson Trust 2,119%
Polly Peck 1,357%
BTR 1,032%
Amstrad + 401% (4 years only)
Harris Queensway + 364% (5 years only)
Bulmer + 480%
GEC + 309%

I met them in my previous incarnation, and got to know their
companies well. There is no one area of activity that
works, although electronic component distribution has
produced more than its fair share of winners.

It is not the educational experience of these men that
singles them out. Many of them had little formal training
at all, nor had they usually been to business school.
Sometimes entrepreneurs emerge from hardship. On other
occasions they emerge from professional trainings - Ernest
Harrison was an accountant, a profession which usually
throws up cautionl rather than enterprise. Their one
unifying characteristic is their urge to m money and to
build companies. It is an urge which has not abated with
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the passage of years and the achievement of stature and
riches that could take care of their life's requirements
without further effort. pic=

——

In some cases, an inheritance is _an important first step.
Phil Harris inherited a couple of shops from his father,,
and at a very early age decided to run them himself and,
With a few lucky breaks, started building a chain. Each of
them has a canny eye for a market niche, a new product or a
new service. Bulmers have expanded rapidly on the back of
relatively light cider duties and aggressive marketing.
They each have distinctive styles of management philosophy.
There is no one system that works. At Hanson Trust,
management is hands-on, and authorisations for even tiny
sums of capiFal spending have to come through to central
office for the approval of the Chairman himself. At Polly
Peck, there is an infatuation with products and with new
joint ventures, often to the short-term exclusion of
worrying about balance sheet pressures.

There does seem, in the British entrepreneurial community,
to be a high proportion of immigrants. The Djanogly's, who
built Nottingham Manufacturing in the late 1960s and early
1970s, came from central Burope and decided to run a
cash-generating, unborrowed business, because in their early
years the banks refus@d to lend them a penny. The
bitterness still runs deep. Most of the small shops that

stay open late hours are run by Pakistani or Indian
immigrants; and the Uganda Asians have all shown themselves
to have more than average flexibility in starting up
businesses. Most of the City merchant banks (eg Warburgs)
were set up by emigres from central Europe, and the Jewish
community has always contributed more than its fair share of
successful Tamily companies. There is something about the
mofivation of certain kinds of immigrant into the UK that
wants to transmute the feeling of some alienation from the
society into the successful pursuit of wealth.

The most successful entrepreneurs Q%EEQE«EESEEEEAQQEEEPment
sg@g&dy, do not spend their life talking to the DTI, or
seeking advice from Government agencies. They do not set up
in enterprise zones or depressed areas unless it suits them
to anyway. They will exploit ruthlessly apy loopholes
created by Government reqgulation or_ tax anomalies - eg
Weinberg with the life assurance premium relief. They spend
their whole energies managing their business and thinking of
new opportunities for their business. They usually do it in
the early stages in the face of press hostility and
. . npem————

scepticism - Hanson for years was_vilified as a fast
operator likely to go bankrupt. Harrison was accused of
running a company that thrived on bribing Middle-Eastern
potentates. Nadir has been subject to an orchestrated
caffpaign about phoney accounting practices and rigged
L —
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reports to shareholders. Weinstock had a period in his
early career when he was regarded as a butcher.

The general prescription to encourage entrepreneurship is
the same as the litany for improving the economy at large.
Less reqgulation on the whole helps. A liberal tax regime
helps, otherwise these entrepreneurs will think about going
offshore, or will make separate arrangements for the routing
of their own monies to a tax haven of their choice. There
needs to be a business law which allows them to make
reasonable mistakes without undue penalty.

probably respond to a more buoyant general atmosphere
towards the economy: national morale can be infectious. You
cannot train them; you cannot subsidise them into &Xistence.
You can only hope that the message about the joys of
successful entrepreneurship is infectious and that, as the
regulatory and tax regime becomes more manageable, more
marginal entrepreneurs are persuaded to give 1t a go.
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AREA REPORT 1

Special Expenditure

The Docklands Development Corporation is responsible for the
rehabilitation of 5,000 devastated acres where only 37,000 people
lived in 10981.

—_— et T

In the first two years of its life, the DC spent §£75 million. The
—

bulk of this cash was spent on acquiring and preparing housing land

ol =

(£22m) and industrial and commercial land (£2%m). The Enterprise
——

Zone road, Surrey Docks distributor road and Beckton roads cost

e ey e i
£6m. Budgets for 1983-86 show planned spending of £202m including
—— -
£27m on the Docklands light railway, £58m on land, £22m on

environmental improvements and £26m on roads and transport.

——

The land assembly and preparation is essential. Once developed,the

—

land is sold on to new owners and the money returned, often with

the benefit of some planning gain. The infrastructure expenditure

enhances the receipts on the land transactions and is central to

creating the desire to buy docklands properties. The UDC retains

influence over the style and purpose of the buildings by refusing
to sell freeholds to any developer: the developer holds land
under a licence which gives the UDC powers to influence the develop-

ment. In the main the use of this power has been benign.

The Value of the Expenditure

The results of the expenditure, the enthusiasm of the UDC staff and

e

the powers given to the UDC to acqﬁzfe land are impressive. At

Hays Wharf, after 15 years' delay under the old planning authorities,

40% of the area is going ahead for comprehensive office redevelopment.

At nearby Cherry Pier and Cherry Gardens, an 8-acre site is being
prepared fé;_ﬁgasing developmg;?_gy the private sector. In the
Surrey Docks, where the DC owns all the land, they are busy
stabilising and putting in basic services prior to bringing in the

private sector.




North of the river, und the Limehouse Basin and the West India

— — T ———
Dock, a 1,25 million square feet of industrial development is under
—
way. Thirty per cent is already pre-let or owner-occupied, with
e

a concentration on higher technology industries. The UDC has

specialised in putting in high-quality red brick roads which are

themselves an attractive feature and a co::;p:*ehensive ducting system
3 =
|

to take fibre optic cables to ensure high quality telecommunications.
+

It has a great advantage as a development operation in that it is

not governed by the traditional planning regulation distinctions

between industria nd office ommodation, and therefore its

technology buildings ha b sit ' and build. The

super-stores are

a great boost to

The results are photogenic and show just how dramatic the change
A ————,

in a derelict area can be when the pump 1is primed by enthusiasts

armed with reasonable planning and acquisition powers. Houses have

been sold in Beckton in the £28,700 to £34,000 price range and
former council tenants have ggg; keen buyers. 3,500 houses have

been built or started since 1981 and 3,500 jobs created. The UDC

is not a plan-making body and this can cause delays. The concept

is difficult to apply to more thickly populated areas where the
override of local councils would be difficult to defend. Success

in rehabilitation can lead to rapid escalation of land prices

which then limits the opportunities for providing low priced housing
for council tenants from adjacent estates. In the case of the London

UDC they need rapid decisions on the light railway and the VSTOL

—

airport to sustain the momentum.

—— ———

Most recent figur suggest that for every £1 of public capital

.

es
invested some £5 of private capital is forthcoming. The ratio should

improve over time, ar s the full 5,000 acres near completion of
development the UDC sl receive back much of its cash from land
sales. The initial 1 t costs should be quite large in order to

assemble sufficient - put in the correct infrastructure to

have some impact on







Special Expenditure

classed as a Special

Merseyside 1s

Development Area and as such it

attracts the highest available

rates of

Regional Aid. The Regional

Development Grants which the
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and with a Merseyside Develop-

at present to about

There are no exceptional expenditures undertaken by the Manpower

Services Commis

In total,

enjoys over a non-assisted area is of the order of £200m
S —

equivalent to roughly £350 p.a.
#

for each household in the

sion for Merseyside or for Liverpool.

the expenditure advantages which the Merseyside SDA

DsBs =
SDA.

Population and Industrial Employment

Merseyside's population is in

long term decline.

The Met County

population fell by 8.5%

(to 1.5 million)

in the 10 years 1971 to

1981,

600,000 to 500,000 over the same period.

while that of Liverpool fell even further - by 167%,
———————— _ﬂ
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Nevertheless, economic
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extremely unlikely that they will return to former levels of

employment. Even the larger Merseyside based employers who are not

consciously emigrating - Littlewoods, Unilever, Bibby, Ford, for
- ——

example, are shedding labour to stay competitive.

MSC (locally) and the Task Force take the view that general economic

—— - " e e T a
revival in the UK will largely pass Merseyside by. Why should

. e AT L P S - —
industry want to come to Merseyside? There are few sectoral roots

-

there. Industrial relations, as a generality, are difficult -

there is just too much weight of anecdotal evident for this to be

denied. Wage rates do not reflect local unemployment levels

—

(MSC maintain, for instance, that building trades rates are the

-——-_.'—.ﬂ'_-.-__-_-—-_-"
highest in the UK outside London). There is no pattern of new

job creation, and (again according to MSC) Merseyside is well

———————y

below the national average in its proportion of self-employed.

——

The policies of Liverpool City Council present a serious obstacle to

hopes of recovery. The ruling Labour Group, which has been in control

of the Council since last May, makes no secret of the hostility to

private enterprise, and its disdain for the principles of prudent

financial management. Instead it has refused to increase rates or to

- - * - - - - ’—.__ﬁ -
make savings, while creating a privileged clientele among council
Sma—N — o
tenants and employees.

p———

e
At present the Council is pursuing a deliberate strategy of seeking

confrontation with Central Government . Whether this happens depends on

the acceptability or otherwise of its budget for 1984-85. Whatever

the outcome the implications for job prospects are alarming, with
massive rate increases and further damage to the economic infrastructure
and the reputation of Liverpool.

Any future initiatives to help solve the problems of Liverpool will

have to take into account the difficulties raised by its local

politics, and where possible by-pass them.
———

The Value of Special Expenditure

What is our £200m p.a. of special expenditure intended to buy? The
#—-—-"

—

answer is that we do not know, since neither Regional AssiStance nor
the Urban Programme have quantified objectives, whether in job terms

or otherwise.




The task is essentially that of humanely managing the contraction,

and an important part of that task is to prevent the insidious

growth of physical dereliction. t costs relatively little to
e -
replace shattered buildings and streets with basic greenery. It

does absorb a little bour, and it does not engender false

expectations of new jo

With this in mind, we

restoration of 'key sites' in and around the City Centre The
—

sites include those round the Anglican the old Exchange

Station, and the disused Tate and Lyle sugar refinery. But above

e
all we applaud the creation and the efforts of the Merseyside

clear and restore, for

i e ——

private sector development, 005 res of derelict dockland, nearly

all of it on the Liverpool bank the Mersey.

The key issue is undoubtedly land - its acquisition, management
n 3

e

and development to a point where the private sector shows rooted

interest.
—.__.__._.—-—-——

The Development Corporation and the Task Force

What particularly appeals to us about the Merseyside Development

Corporation is:

its remit (and determination) to do a high quality

job on a limited areas of land

ss-like organisation and style of project

independent of the Local Authority

with the private sector - currently

P
onsultancies and contractors and eventually

and commercial developers.

8




us to represent a good, though not the only, model

- ——

urban dereliction. A Development Corporation, it must

be said, is not a cheap option, at least initially. But it holds

ery good prospect of the repayment of public sector investment.

———

We question the continuing role of the Task Force, though not the

dedication of its members. It has inherited a finite number of

projects from the Michael Heseltine initiatives but lacks the power

which the MDC enjoys to get things done.

a

constrained to act through Local A

obliged to pour lubricant into the poin

City Council, the Met County Council, t 'T, the MSC and the

DoE's own programme.

We urge Ministers to consider replacing the MTF, once existing

commitments are fulfilled, with one or at most two new bodies similar

to the MDC to tackle other limited areas of severe dereliction.

P ——————S———
Deregulated bodies working on a limited canvas will achieve far more,

far more quickly, than bureaucracy working across a large tract.

—




AREA REFORT 3

Special Expenditure

Corby was designated a Development Area (the middle of the three
Rl

tiers of Assisted Area) in late 1979, and in 1981 was authorised

to declare 280 acres of development land as an Enterprise Zone.

—

It has no separate Development Corporation, nor is it a significant

recipient of Urban Programme expenditure or of special expenditure

0
by MSC. But the town does > > rby Industrial Development
D

Py e ———
Centre (CIDC), run by an r stermai Fred McClenaghan
- - & L)

whose task is to market the nefi by ag a location for
industry. CIDC runs no b st 1V ogramm f its own, but has an
advertising and administrati ( )1 5 than £500,000. CIDC
is funded as to 70% from the New Towns Commission and the balance
from Corby DisthZE,Council, which is moderate Labour-controlled.
CIDC reports jointly to its two sponsors, and operates effectively

at arm's length from both.

DTI has spent, committed or offered £37 million to Corby since

1979 - £14 million via Regional Development Grant and just over

£23m in Selective Assistance. Since that date, 4,000 jobs have

been created, 2,000 more are known to be in process, and 3,000
S—

more are expected if companies' plans materialise. If we count

only the 6,000 or so jobs which have been or will be created, the
cost per job is a littleover£6,000 - a long way below the £35,000

national average quoted in Norman Tebbit's recent White Paper.
To look at it another way, each of Corby's 20,000 households has
ad a contribution of about £379 p.a. over the last five years -

more or less the same he Merseyside SDA.

Population and Industrial Employment

The Corby population i the order of 50,000 and the available

workforce around 27/28,000. Until 1978, British Steel (formerly
p—————




Stewarts and Lloyds) employed over 11,000 on steel making and

—— et
tube forming. Steel making has closed, and the site has been cleared.
Tube forming continues, but rationalisation with parts of TI will
happen eventually. BSC employees are now down to 3,000 and further

-:._-——-—'__—.__——_——.’ R
losses are 1inevitable.

R

The efforts of CIDC have come nowhere near mopping up the labour shed

S ————— et

by BSC, but there can be little doubt that their efforts have contained

what would otherwise have been a very painful result. CIDC estimate

that, with the BSC closures and downstream effects, Corby's

unemployment rate would have reached 35%. In fact, unemployment
peaked at 23% in mid-1981, had fallen to 19% by July 1983, and is

still in the 18/19% area. ct Modsowal omrevep o lff"-"""c"""""‘"b
Alune (Owoads 1S2/, o W Midlawds,

P

Corby's attraction to industry is a combination of its location and
the Development Area/Enterprise Zone advantages. It lies within
20 miles of the M1, M6, MU5 and A1l and Is thus an excellent point

for businesses which are largely or wholly dependent on distribution.
If and when the A1/M1 link is completed, its locational advantage
will be substantially enhanced.

Prominent names have been attracted. In alphabetical order, they

include Avon Cosmetics, Aquascutum, BAT, BXL, Commodore Business

e —

Machines, Electro-Components, Oxford University Press, Rank Hovis

—————

McDougall, Tesco and Weetabix. The two largest projects in job

e _.‘H. - —ﬂ . -
terms are CBM (1,100 jobs) and Electro-Components subsidiary,

RS Components Ltd (600 jobs). Althoughthere are large numbers of
very small businesses springing up, Corby has succeeded (where
Merseyside has failed) in bringing in sound medium-sized businesses

in the 100 plus employee category.

The Enterprise Zone has been spectacularly successful in attracting
new investment. The Corby EZ, at 280 acres, is about 5% of total
EZ acreage in the UK, yet has pulled in 39% of total investment.
The private producer investment, at just under £43m, is very nearly
as much as all other private producer investment in EZs in the UK.

The attached summary tells a fuller tale.




Total investment in site development by type of investor,
1 June 1981 - 31 May 1983 (1), £000

Other Private,
Public public Private developers, Other
developers author- producers financ. private
ities instits.

Salford 2,268 4,867 7,870

Trafford 37 3,071 3,108

Swansea 8,423 2,189 - ' 12,636

Wakefield 179 640 1,109
Clydebank 4,998 1,250 : 16,491
Dudley 3,813 3,956 8,014

Hartlepool 393 58l 2,892

Corby 42,673 1,265 61,568

Newcastle 7,841 650 8,703
Team Valley 890 2,785 7,261
Gateshead 1,364 - 1,693
Speke 349 2,276
Isle of Dogs 9,598 15,903
Belfast (2) 1,675 ! 2,439

Belfast (3) 3,072 5,352

Total 87,573 157,315

24 56 18 100

(1) For the Isle of Dogs and Belfast, the monitoring period started in
September 1981 and October 198l respectively.
(2) Inner City section (3) North Foreshore section
Note: These figures cover all developments under construction at 31 May
1981 or begun since.

Source: YEALDS

(This is page 21 from 'Monitoring Enterprise Zones' by Roger Tym
and Partners, published in January 1984)




The original Corby EZ is now y committed, and the town is

"

pressing for EZ designation of a further 25 acres, contiguous

with the existing area and sited on land cleared after the closure

of the steelmaking plant. Prima facie, it is difficult to see why
Corby's request should not be granted. (. Dee, o wh}4fﬂﬂd§”“°s’ e
i i mjs\sk—w_? AT )

/

Potential Problems

-

The success of CIDC, which they themselves would describe as only

. S—_——" - .
a little more than moderate, depends crucially on good personal

I——

relationships between the District Council, the County Council and
CIDC itself. Institutionally, the arrangement is not durable.

A change in the attitudes of the District Council or at the top

of CIDC could have difficult repercussions for industrial development
or land regeneration. There is no one right recipe which makes

all others wrong, but pragmatic cooperation between interested

parties is of course indispensible to any solution.




AREA REPORT 4 CONSETT

Population and Employment

Consett liec in Derwentside Disfrict Council, a community of some
90,000 veople, 14 miles h west of Newcastle upon Tyne. Consett's
traditional industrial depe: 1ce was on coal and steel.
Coal had been i ious ng- m decline by the time steel
closures began to bite Peak employment in local pits reached
pits closed in 1980. Serious run-down at
in 1978. In the two years to September 1980,
jobs had been lost, then BSC closed the remaining facilities
entirely, with a further loss of 3,500 jobs. In the ensuing

two years, there was major contraction in other local manufacturing

industries, most notably at RHP Limited (bearing manufacturers)

where a further 1,250 jobs were shed in 1981.

At the time of the final steelworks closure, BSC accounted for

over 12% of total local employment. The unemployment rate in north-
west Durham was then already nearly double the average for Great
Britain (15.5% against 8.3%%) and the effect of the BSC closure

was to send the local rate to just over 25%.

Special Expenditure

Consett was already a Special Development Area by the time of the
final steel closure and therefore qualified for the highest level
of regional aid. The area also attracts European Coal and Steel
Community aid, ially low cost loans, and will be a special
programme area un European Regional Development Fund non-

quota section.

Consett received initial support from

£10 million was made for clearing and

landscaping the orks site, and provided funds for advance
factory building, ial manpower measures and support for loss

of rate income. T nglis ndustrial Estates Corporation put




in £12.6 million over five years for a potential 650,000 square

feet of advance factories capable of accommodating some 2,500 jobs.

P

Over the three years to December 1983, £2.6 million was paid in
selective financial assistance to 24 projects which accounted for

1,000 new jobs and safeguarded 160 more.

Agency was set up in 1982
on the initiative of BSC, with six 1 £ Its first objective
was to maintain the momentum of in trial regeneration begun
by the District Council and BSC Industry Initial donations of
£120,000 were provided by BSC Industry, the District Council and
local firms. DIDA, in its first year, attracted 800 new jobs and
plans to attract a further 1,000 this year. DIDA runs on a budget
about one-fifth that of Corby for a population about 50% greater.

Furthermore, Consett has no Enterprise Zone.

DIDA, in the commitment of its staff and in the results it achieves
with few resources, is one of the more impressive agencies we
visited. Its particular strength is in the evaluation and monitoring

of projects whose sponsors have applied for aid.

The proponents of each potentially aid-worthy project are helped
to produce a detailed business plan setting out forecasts of sales,
jobs, product descriptions, markets and costs and including the

curricula vitae of the directors. DIDA plans suggest that there

will be about 3,500 new jobs over the next three years.

The Agency carries out an annual job audit, monitoring
180 companies and projects, each year, at about the end of March,
every company is telephoned to check the number of people employed,

performance against the plan and any necessary follow=-up.

In summary, Consett is an example of what a well organised, low
budget development agency can do to alleviate the worst effects
of industrial contraction over a limited area. To classify it as

successful requires us to overlook the fact that it has done no

e}




more han attract y Derwents e jobs which would have arisen

elsewhere. s yet } e 1s no patter of firms taking root

there which ul 1Ve ise to hope at a new industrial

o

process of creation.




AREA REPORT 5

Special Expenditure

The whole of the western half of Scotland, and small patches on

the eastern side are Assisted Areas. Large parts of Strathclyde

and Fife are Special Development Areas. Livingstone and Glenrothes
are new towns where similar benefits are available,while Clydebank
additionally is an Enterprise Zone. These areas all receive the
highest rates of regional aid available. The Western Isles, virtually
the whole of the Highlands Local Authority and a large part of
Dumfries and Galloway are classified as Development Areas, ie the

middle of the three tiers of assisted area.
In 1982 the Scottish Assisted Areas received just over 25% of all
regional assistance for Great Britain, whereas the whole of Scotland

accounts for just over 9% of the GB population.

In addition, Scotland enjoys the services of the Highlands and Islands

Development Board (see area report 6) and of the Scottish Development

Agency (SDA) - statutory bodies which receive funding directly from
the Scottish Office, but also channel Regional Aid in Scotland to

candidate companies.

The SDA and HIDB are large scale development undertakings compared with
those we visited in London, Corby and Consett. The SDA was established
in 1975 to concentrate effort on four priorities: small businesses,
the encouragement of inward investment, support for new technology,

and area projects such as the Glasgow Eastern Area Renewal. It

employs 730 staff headquartered in Glasgow.

The SDA's geographical remit is Scotland-wide, although its efforts
are less intense in the HIDB area. The SDA owned net assets of just
under £290 million in March 1983 - £260 million in property and

£30 million in investments - and had income and expenditure of




£108 million in the year.

The scale of its investment in Scottish industry suggests

operation which verges on dirigisme. The SDA has investme

0O

677 small businesses and 058 larger companies. It owns 218
llion

industrial sites and square feet of industrial accommodation.

2
It sanctioned nearly 450 land renewal schemes in the 12 months

ending

The emphasis of SDA activity is now shifting away from estate
management and towards marketing. The principal benefit which the
SDA has to offer is the capacity for creating a "single door package"
In other words, firms interested in coming to Scotland do not have

to troop around to banks, property companies and a host of different
government agencies. SDA is particularly anxious to attract in the
newer technologies, particularly microelectronics and biotechnology.
The Chief Executive of the SDA, Dr Mathewson, is keen to invest in

an artificial intelligence institute as well. He felt, however, that
there is a shortage of academic infrastructure, and he also noted that
it was necessary to get more good financial men among academics so

that the latter could be exposed to commercial disciplines.

Not surprisingly, SDA is prickly about rival inward investment
promotions in other parts of Great Britian. Dr Mathewson in particular
was worried that the DTI Invest in Britain Bureau might want to

start restraining the SDA's own overseas promotion activities.

It is not clear what nett benefit the SDA has brought about. The
monitoring of jobs obtained has been unsatisfactory, with the result
that no useful figures are yet available. The capital cost per job
secured works out in the region of £10,000, but such figures are,

the SDA feels, rather misleading. Simply creating jobs is not the
answer. "What we need are added value jobs". Our view is that

even the approximate figure of £10,000 per job may be a serious
understatement. The nine urban renewal projects described in the SDA's
Annual EReport and Accounts suggest that the cost per job for these




undertakings is in the region of £47,000.

Glasgow Eastern Area Renewal Project (GEAR)

GEAR 1s the most expensive of the nine SDA area projects. Its
public sector budget of £200 million over ten years to 1986 is now
expected to be nearer £300 million, and is more than the cost of
all the other projects combined. The expenditure of £300 million
public funds is expected to have produced private sector inputs

of between £150 million and £200 million by the end of the project,
at a cost to taxpayers and ratepayers of about £75,000 per acre

or nearly £7,000 per resident.

Although GEAR is managed by the SDA, its public funding comes

from no fewer than seven sources - Strathclyde Regional Council,
Glasgow District Council, Scottish Special Housing Association,
Greater Glasgow Health Board, Housing Corporation, Manpower Services

Commission, and Scottish Development Agency itself.

The scale of the problem to be tackled is appalling. Population in
the 4,000 acres of Glasgow's East End has fallen from 115,000 to
45,000 since the last war, and the area has become largely derelict.
There was a concentration of industrial chemical pollution in the
area. Educational standards there are minimal. The aims of the
GEAR project are to retain and create jobs, to improve the quality
of 1life and the environment, to create better housing, and to
"involve the community". Some of these aims are intangible, which
makes measuring success impossible. But even where specific targets

could have been set, none has been - a familiar tale.

Richard Colwell, the SDA's Director of Area Projects, said that

once the GEAR project has been completed it would be time to turn

to the newly emerging black spots in the suburbs. Glasgow has four
of these, each with a population of 40,000-50,000, each with dreadful

housing. "We need to get there before the decline becomes as bad as

it had been in the East End area.' Yet, if expenditure to date on GEAR
is any guide, we must set clear targets before embarking on any of

these further projects.
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AREA REPORT 6 HIGHLANDS AND ISLANDS DEVELOPMENT BOARD, INVERNESE

The Highlands and Islands Development Board covers a large area of
remoter mainland Scotland (roughly the area north and west of a
line joining Arran and Elgin) and the surrounding islands. The
Board was established in 1965 "for the purpose of assisting the
people of the Highlands and Islands to improve their economic and
social conditions and of enabling the Highlands and Islands to play

-

a more effective part in the economic and social development of the
nation". What this means in action terms is unclear. As the Board
itself says, in its 1982 Report, "the Board's remit to develop

the area economically and socially is a very wide one and does not
in itself help to identify a plan of action ... in publishing our
strategic plan we seek only to show the activities on which we are

placing importance at the present time." (!)

Like the SDA, the HIDB has and uses powers of investment in companies

and projects, and of ownership of land. On its own smaller scale,

it is no less dirigiste than the SDA.

The retention of population and the maintenance of incomes evidently
figures as a high priority, and the favourite mechanism is industrial
investment. As to population, in the 40 years to 1961, the number
of people living in the HIDB area fell by nearly 20%, but in the

20 years since then the population has grown again by 16% to 350,000.
In 1982, the unemployment rate, at 14.1%, was a little lower than

for Scotland as a whole but a little above that for Great Britain as
a whole. But long term unemployment was lower, at 28% of unemployed,
versus 35/3%6% for Great Britain and Scotland.

In the ten years to the end of 1982, HIDB assistance at constant

1982 prices totalled £159 million. The corresponding contribution
from the private sector was £258 million and overall gearing of

1.6:1 although in 1982 the contribution from private sources had
produced a ratio of almost 2.5:1 the best the Board had achieved in
the past five years. HIDB estimates that this investment has created




or retained more than 22,000 jobs a capital cost, crudely measured,
of §£7,200 per job. By the end of 1982 the Board owned assets of

£47 million, split roughly half and half between land or property

and investments in companies. Its expenditure in the year was about

£15 million.

Financial support gravi urally towards industry sectors
already present in the H area: fishing, timber, off-shore rig
construction, woollen goods and tourism. There is no specific
policy of attracting in novel sectors to the area, although reports
have recently been commissioned on the prospects for biotechnology
and health care industries in the HIDB area. The scale of new
employment opportunities open to HIDB is clearly inadequate to cope
with major industrial closures - the pulp mill at EFort William,

the aluminium smelter at Invergordon and the threatening shortage
of rig work at Highland Fabricators in Nigg Bay.

Even though job creation is a prime objective of the Board, the
monitoring of jobs created is not as good as it should be. After

five years, the Board takes firms it has assisted off its books because
it would be "too time-consuming to keep in touch with every guest house,
fish farm and boat". There is, however, an annual audit of jobs

in Board factories.

It is not clear that the underlying objectives of maintaining a

certain size of population or of maintaining a certain level of

average income are in themselves worthwhile. Is it actually undesirable
that sparsely populated areas become somewhat more sparsely populated?

Does the maintenance of a population by subsidy not tend to generate

demands for yet more subsidy, for instance on infrastructure projects?
Members of the HIDB were cer
and more roads like the A9 highway to Inverness. As a political

rtainly keen to have better telecommunications

cosmetic, however, we have to rate the activities of HIDB highly.
Expenditure of as little as £15 million per annum on such a large
geographical area is valuable, if only because withdrawing it could
send worrying signals to the more southerly, more heavily populated

regions of Scotland.




