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Economic performance 

Despite a continuation of the longest period of unbroken economic expansion in the 
domestic economy on record the Warwickshire economy, as measured by GVA per 
resident head, is worse off, relative to the national average, in 2004 (most recent 
figures) than in 2000.  

GVA per resident head is a key measure of the wealth generating capability of an 
area’s economy, but while recognising a degree of uncertainty must be attached to 
estimates at the local authority level the recent performance of the Warwickshire 
economy, compared to for example, Solihull, Leicestershire, Northamptonshire, or 
Oxfordshire appears disappointing. 

Figure 1: Average annual growth rates, 1995-2004, current basic prices1

Per cent 1995-2004 1995-2000 2000-2004 
    
UK 5.6 5.5 5.7 – 
South East 6.3 6.9 5.7 – 
West Midlands 4.9 4.9 4.9 – 
    
Solihull 8.6 8.7 8.4 (3) 
Leicestershire 4.9 3.5 6.7 (22) 
Oxfordshire 7.0 7.5 6.4 (32) 
Northamptonshire 7.1 7.9 6.1 (40) 
Warwickshire 5.7 6.9 4.4 (104) 
Coventry 4.6 5.6 3.4 (127) 

Note: 1Before accounting for inflation.  The figures in parentheses indicate a ranking (for 
average annual growth between 2000-2004) out of the 133 UK NUTS-2 Regions. 
Source: National Statistics (www.statistics.gov.uk) © Crown Copyright 2007. 

On the basis of these latest GVA estimates the relative performance of the 
Warwickshire economy has declined since 2000.  Warwickshire’s average annual 
growth rate in the period 2000-2004 slipped to 4.4%, 1.3 percentage points below the 
UK average and also lower than the average for the West Midlands region (4.9%).  
Post 2000, these estimates do not support the idea of the Coventry/Warwickshire 
sub-region as the engine of growth for the West Midlands. 

The figures in parentheses indicate a ranking (for average annual growth between 
2000-2004) of the 133 UK NUTS-2 regions, principally counties and unitary 
authorities.  Warwickshire is ranked 104, placing it in the bottom quartile. 
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Figure 2: GVA per resident head, 1995-2004 
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Source: National Statistics (www.statistics.gov.uk) © Crown Copyright 2007. 

It is not easy to explain the reasons behind the apparent relative slowdown in 
Warwickshire’s economic growth.  National Statistics make available only a three-
sector breakdown of GVA at a County level; this data suggests that the 
manufacturing sector (including energy and construction) is contributing less to 
Warwickshire’s GVA in 2004 than in 2000, even before accounting for inflation.  

The fall in manufacturing’s overall contribution to Warwickshire’s GVA is not 
surprising given that official estimates suggest the County lost 6,300 employee jobs 
in manufacturing between 2000 and 2004.   

Gross value added is a workplace-based measure of economic output.  
Warwickshire’s figures will therefore include all GVA generated by economic activity 
within the County, but exclude that generated by Warwickshire residents working 
outside the County. 

This is important for an area like Warwickshire, which has a net commuting outflow.  
Significant levels of out-commuting will have the effect of reducing estimates of an 
area’s GVA per resident head. 

An alternative measure that helps remove some of the distortions caused by 
commuting patterns and demographic structure is to calculate GVA per worker.  
Figure 3 compares GVA per resident head and GVA per worker.  Warwickshire’s 
GVA per worker is on par with the national average, but below that of most 
neighbouring authorities. 

The estimates of GVA per worker suggest the existence of an output gap of c.£500m 
between the Warwickshire economy and the South East economy – this is the gap 
between Warwickshire’s current economic output and the output it could achieve if it 
matched the levels of GVA per worker found in the South East. 
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Figure 3: GVA per resident head and GVA per worker, 2004 

£ GVA per resident head GVA per worker 
   
UK 17,500 32,600 
South East 18,500 34,800 
West Midlands 15,300 30,800 
  
Oxfordshire 21,400 36,000 
Solihull 20,700 35,400 
Leicestershire 15,500 34,900 
Northamptonshire 18,300 34,400 
Coventry 17,600 34,100 
Warwickshire 16,600 32,900 

Source: Warwickshire Observatory; National Statistics (www.statistics.gov.uk) © Crown 
Copyright 2007. 

A recent report from Ernst & Young’s Item Club has highlighted the huge role that the 
private service industry – and in particular financial and business services – has 
played in the UK’s recent economic success. 

The report links the growth of the financial and business services sector to regional 
development.  Regions with the highest proportions of employment involved in 
financial and business services have the highest levels of GVA per head. 

Figure 4 illustrates the relationship between financial and business services 
employment and GVA per head at the sub-regional level.  There is a strong positive 
relationship between employment in business services and GVA per head at the 
NUTS3 level1.  The red circle in the middle of the trend line represents Warwickshire. 

 

 

 

 

 

 

 

 

 

 

 

 

                                            
1 The correlation coefficient between GVA per head and percentage of employment in 
business services is 0.78, where 1 denotes a perfect positive correlation.  The r-squared 
value is 0.61 this means 61% of change in GVA per head can be explained by change in 
business services employment.  It’s important to remember that neither figure necessarily 
implies any causation between the two variables. 
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Figure 4: Business services employment and GVA per head, NUTS3 areas, 2004 

0

5,000

10,000

15,000

20,000

25,000

30,000

5% 10% 15% 20% 25% 30%

Business services employment (%, total)

G
V

A
 p

er
 h

ea
d,

 £

 
Source: Warwickshire Observatory; Annual Business Inquiry 2004 (www.nomisweb.co.uk); 
National Statistics (www.statistics.gov.uk) © Crown Copyright 2007. 

A better guide to standard of living, as oppose to economic performance,  at the sub-
regional level is provided by estimates of household incomes. Office for National 
Statistics (ONS) estimates of Gross Disposable Household Income per head suggest 
Warwickshire residents are significantly better off than the national average, but that 
the gap between the two has remained fairly static. 

Figure 5: Headline Gross Disposable Household Income per head, 1995-2005, 
current prices1

Index UK=100 1995 2000 2001 2002 2003 2004 2005
         
UK 100  100 100 100 100 100 100
South East 111  115 115 114 114 113 113
West Midlands 92  91 91 91 91 91 91
     
Oxfordshire 116  118 119 118 116 115 114
Solihull 108  111 114 115 115 115 115
Warwickshire 106 106 107 107 107 106 106
Leicestershire 103  99 100 100 101 102 103
Northamptonshire 97  98 98 98 98 99 99
Coventry 85  85 85 85 84 84 84

Note: 1Before accounting for inflation. 
Source: National Statistics (www.statistics.gov.uk) © Crown Copyright 2007. 

This message is consistent with that provided by analysis of household incomes data 
from commercial supplier CACI. 
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The knowledge economy 

There has been a universal shift in developed economies towards a higher share of 
national income produced by knowledge-based industries, a higher share of the 
workforce employed in knowledge-based jobs and a higher share of firms using 
technology to innovate.   

Government policy explicitly recognises the knowledge economy and cites its 
development as key to the continued growth and competitiveness of the domestic 
economy.  However, the absence of a robust definition of the knowledge economy 
makes analysing and comparing progress difficult.  

The Work Foundation is engaged in a three-year research programme into the 
knowledge economy that is the largest of its kind in the world.  As part of their 
research the Work Foundation has published a definition of knowledge intensive 
industries that builds on earlier work by the OECD. 

Industry based definitions and measures of the knowledge economy are important 
because they allow international and sub-regional comparisons.  Knowledge 
intensive industries are typically defined as those that are intensive users of ICT 
technologies and have high shares of highly educated labour. 

Figure 6 uses estimates of workplace-based employee jobs to provide an indication 
of employment levels in knowledge intensive industries (as defined by the Work 
Foundation).  Warwickshire has a below average proportion of its employees working 
in knowledge intensive services.  The proportion of manufacturing employment in 
Warwickshire engaged in high-technology sectors is also below average.  

The estimate of employee jobs engaged in medium-technology manufacturing 
sectors does not account for the closure and subsequent loss of jobs at the Peugeot 
plant in Ryton.  Post-Ryton the proportion of medium-technology manufacturing 
employment in Warwickshire is probably around 39%. 

Warwickshire and the surrounding sub-region, like many areas of the UK, has 
undergone a period of economic adjustment during the last couple of decades. 
Manufacturing employment in Warwickshire has fallen from 21% in 1998 to around 
12% in 2006.  However, against the general trends of deindustrialisation and 
globalisation the local economy has been reasonably successful in sustaining and 
increasing growth and employment, and developing a diversified business base. 

The motor industry is the most obvious example of this process.  A global industry 
characterised by the consolidation and globalisation of business operations has led 
to the closure of a number of sub-regional manufacturing plants and threatens the 
future of Land Rover and Jaguar as major employers in the sub-region.  

Against this there is the continued success of BMW’s engine plant at Hams Hall, 
which exports engines to Germany and South Africa.  Warwickshire is also part of a 
globally competitive motorsport cluster and is home to a number of significant 
motorsport companies across the broad spectrum of motorsport and performance 
engineering activity. 

 

 

 

 

 

www.warwickshireobservatory.org  7 



 Warwickshire Economic Update, June 2007 
 

Figure 6: Knowledge intensive industries2, employee jobs estimates, 2005 

  % of total manufacturing 
employee jobs that are:

 % of total employee jobs in 
knowledge intensive services*

High-tech 
manufacturing 

Medium-tech 
manufacturing

   
England & Wales 42% 12% 24% 
South East 42% 20% 26% 
West Midlands 38% 6% 32% 
   
Coventry 45% 17% 47% 
Oxfordshire 45% 15% 33% 
Solihull 42% 6% 78% 
Warwickshire 34% 9% 46%**
Northamptonshire 34% 4% 22% 
Leicestershire 32% 11% 22% 

Note: * Also includes publishing.  ** This figure represents the situation in 2005, prior to the 
closure of the Peugeot plant at Ryton.  Estimates based on the Work Foundation’s definition 
of knowledge intensive services and the OECD classification of manufacturing activity.   
Source: Annual Business Inquiry 2005, (www.nomisweb.co.uk) © Crown Copyright 2007. 

Figure 7 shows results from the Beta Model, which uses commercial information 
supplied as part of business tariff telephone contracts to produce estimates of the 
number and industrial sector of enterprises operating in a local area.  These figures 
suggest a north-south split in terms of the knowledge economy in Warwickshire. 

Figure 7: Enterprises in knowledge intensive services*, 2006 
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Note: * Also includes publishing.  Estimates based on the Work Foundation’s definition of 
knowledge intensive industries.   
Source: The Beta Model (www.betamodel.com). 

                                            
2 The Work Foundation’s definition of knowledge intensive industries and the OECD 
classification of manufacturing sectors are contained in Appendix 1. 
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Defining the knowledge economy in terms of knowledge workers has the advantage 
of being cross-sectoral i.e. it includes knowledge workers in all industries.  The most 
widely employed definitions of knowledge workers are all those who work in the top 
three standard occupational classifications (managers, professionals, and associate 
professionals) or all those with high-level skills – indicated by NVQ4+ (degree or 
higher) qualifications. 

Official resident-based surveys, conducted by the Office for National Statistics 
(ONS), suggest the proportion of Warwickshire’s residents employed in knowledge-
based occupations is marginally below the national average, but that skills levels are 
slightly above average.  

Smaller sample sizes mean District level results must be treated as broad estimates 
only, but a distinct north south split, between the three northern boroughs and 
Warwick and Stratford-on-Avon is evident.  And even compared to the other two 
northern boroughs Nuneaton & Bedworth has a much lower proportion of knowledge 
workers. 

Figure 7: knowledge-based occupations & working-age qualification levels (resident 
population), 2005 

 % Knowledge occupations Qualifications, NVQ4+ 
  
England & Wales 42% 26% 
South East 46% 30% 
West Midlands 38% 23% 
  
Solihull 49% 30% 
Oxfordshire 45% 31% 
Leicestershire 42% 25% 
Northamptonshire 41% 26% 
Warwickshire 40% 28% 
Coventry 37% 25% 
  
Warwick* 47% 41% 
Stratford-on-Avon* 45% 32% 
North Warwickshire* 38% 21% 
Rugby* 37% 26% 
Nuneaton & Bedworth* 31% 14% 

Note: * District level estimates are based on smaller sample sizes and therefore need to be 
treated as broad estimates only. 
Source: Annual Population Survey, Jan05-Dec05 (www.nomisweb.co.uk) © Crown Copyright 
2007. 

The effect the knowledge economy is having on functional economic geography is 
evident in the disparity between resident and workplace earnings.  Resident earnings 
in the four Shire Counties in Figure 8 are all higher than workplace earnings, 
highlighting the differences between the areas knowledge workers choose to live and 
work. 

At a local level, the gap between resident and workplace earnings in Stratford-on-
Avon is £3,800. 
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Figure 8: Resident & workplace-based mean gross annual full-time earnings, 2006 

 Resident Workplace 
  
England & Wales 29,900 29,800 
South East 33,300 30,600 
West Midlands 26,300 26,200 
  
Solihull 34,100 31,100 
Oxfordshire 32,800 28,900 
Warwickshire 29,600 27,600 
Northamptonshire 28,300 25,800 
Leicestershire 28,200 27,300 
Coventry 25,300 29,700 
  
Stratford-on-Avon* 33,700 29,900 
Warwick* 32,600 29,600 
Rugby* 28,800 25,900 
North Warwickshire* 25,500 26,600 
Nuneaton & Bedworth* 23,700 23,800 

Note: * District level estimates are based on smaller sample sizes and therefore need to be 
treated as broad estimates only. 
Source: Annual Survey of Hours & Earnings, Jan05-Dec05 (www.nomisweb.co.uk) © Crown 
Copyright 2007. 

 

Labour market performance 

Unemployment 
Between 2000 and 2005 the strong performance of the UK labour market saw the 
unemployment rate fall to record lows not seen since the mid-1970s.  More recently 
the domestic labour market has shown some signs of weakening. 

The government’s preferred measure of unemployment, the International Labour 
Office (ILO) definition, has increased from a rate of 4.8% in Q1 2005 to 5.7% in Q1 
2007.  The most recent forecasts from the National Institute of Economic & Social 
Research (NIESR) expect the unemployment rate to rise further, to 6% on average in 
2009.  

Estimates of the ILO unemployment rate are less reliable at the local level, but the 
figures suggest the rate in Warwickshire has remained flat at about 4% since January 
2005. 
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Figure 9: Coventry & Warwickshire claimant count, Jan00–Apr07 
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Note: SA = Seasonally adjusted. 
Source: Warwickshire Observatory; JSA claimant count (www.nomisweb.co.uk) © Crown 
Copyright 2007. 

Within the Coventry and Warwickshire sub-region, however, the rate of increase in 
the claimant count – a narrower measure of unemployment that records the number 
of people claiming unemployment-related benefit (Jobseekers Allowance) – has been 
significantly faster than the national average. 

The trend in the claimant count in Warwickshire has been increasing since the early 
part of 2005.  Warwickshire’s seasonally adjusted claimant count increased by 37% 
(+1,650 claimants) between January 2005 and April 2007.  Over the same period the 
national increase was 11%.  The claimant proportion in Warwickshire is now 1.9%, 
compared to 2.4% for England & Wales. 

Figure 10: Warwickshire Districts’ claimant numbers, Jan00–Apr07 
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Source: JSA claimant count (www.nomisweb.co.uk) © Crown Copyright 2007. 
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Within Warwickshire, the biggest percentage increases in claimant numbers have 
occurred in Nuneaton & Bedworth, Stratford-on-Avon and Warwick.  Claimant 
numbers in Nuneaton & Bedworth are now at their highest for more than a decade.  
Nuneaton & Bedworth is the only district in Warwickshire where the claimant 
proportion (2.9%, April 2007) is above the average for England & Wales. 

Figure 11: Claimant proportion table last 3 years 

Claimant proportion, % April-04 April-05 April-06 April-07 
  
England & Wales 2.4 2.3 2.6 2.4 
South East 1.5 1.5 1.7 1.6 
West Midlands 2.9 2.8 3.4 3.3 
  
Oxfordshire 1.1 1.0 1.2 1.1 
Leicestershire 1.4 1.2 1.5 1.4 
Warwickshire 1.5 1.4 1.8 1.9 
Northamptonshire 1.9 1.7 2.2 2.2 
Solihull 2.0 1.8 2.3 2.2 
Coventry 3.3 3.0 3.7 4.0 
  
Stratford-on-Avon 1.1 0.9 1.3 1.3 
Warwick 1.2 1.1 1.5 1.6 
North Warwickshire 1.4 1.4 1.8 1.7 
Rugby 1.8 1.5 1.9 1.9 
Nuneaton & Bedworth 2.1 2.0 2.6 2.9 

Source: JSA claimant count (www.nomisweb.co.uk) © Crown Copyright 2007. 

Across the whole of Warwickshire the biggest increase has been in the number of 
JSA claimants aged 24 and under, +48% compared to +38% for all claimants 
between April 2005 and April 2007. But overall, the percentage of all JSA claimants 
in Warwickshire aged 24 and under remains lower than the average for England & 
Wales (28% cf. 30%). 

 

Worklessness 
The decline in the number of JSA claimants has led to an increased awareness of 
other groups of people not in employment.  Worklessness is a less familiar term than 
unemployment used to describe those without work.  Worklessness shifts the focus 
from the official unemployment figures to those diverted onto other benefits or out of 
the benefits system altogether.  For example, in Warwickshire there are 16,400 
working-age people absent from the labour market claiming Incapacity Benefit – 2.75 
times the number claiming JSA. 
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In thinking about target groups for local initiatives it is very important to consider 
different groups of “the workless” as well as the unemployed.  The number of people 
claiming workless benefits3 in Warwickshire has not altered significantly in the last six 
years, although calculated as a rate the proportion of the working-age population 
claiming workless benefits has fallen from 9.2% to 8.3%, mainly due to more lone 
parents moving into work. 

Figure 12: Workless groups and rates, Nov 06 

 JSA 
claimants

Incapacity 
Benefit

Lone 
parents

Others on 
income 
support 

Workless 
rate

  
England & Wales – – – – 12.2%
South East – – – – 8.2%
West Midlands – – – – 13.4%
  
Warwickshire 5,970 16,400 4,320 920 8.3%
  North Warwickshire 650 2,240 490 120 9.0%

  Nuneaton and Bedworth 1,970 5,450 1,480 250 12.3%

  Rugby 940 2,640 780 180 8.1%

  Stratford-on-Avon 960 2,590 600 170 6.1%

  Warwick 1,460 3,480 970 200 6.7%
Source: DWP (www.nomisweb.co.uk) © Crown Copyright 2007. 

In some areas of Warwickshire there are pockets where the worklessness rate 
exceeds 30%.  The map in Appendix 2 shows worklessness rates across 
Warwickshire at Lower Super Output Area (LSOA) level (smaller than wards). 

Of the 33 LSOAs, or top 10%, with the highest workless rates 20 are in Nuneaton & 
Bedworth, six in Rugby, three in North Warwickshire, three in Warwick and one in 
Stratford-on-Avon. 

 

Enterprise 

Despite some limitations – e.g. not picking up the large numbers of very small 
businesses operating below the VAT threshold and poor coverage of VAT exempt 
areas (health, education and public administration) – the number of new VAT 
registrations is the most consistent measure of new business formations. 

Alongside the potential impact on a local area’s employment levels a high rate of new 
businesses entering the marketplace has also been shown to be a major driver of 
productivity growth because of the difference in productivity between firms entering 
and exiting the market. 

 

 

                                            
3 This includes all benefits where lack of work is the primary factor in assessing eligibility for 
that benefit.  Includes Job Seekers Allowance; Incapacity Benefit; Lone Parents on Income 
Support; and others on Income Support.  
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There are two ways of comparing the levels of new business formation across areas.  
The first is to calculate a rate using the number of new businesses registering for 
VAT and the resident working-age population of an area.  The second involves 
calculating a rate using the overall stock of VAT registered businesses in an area.  

Both are valid measures, but rurality and travel to work patterns mean the two 
measures can give markedly different impressions at the local level.  

Analysis conducted as part of the review of the West Midlands Regional Economic 
Strategy used both measures of new business formation rates (with equal weights) to 
generate a combined enterprise activity index.  Figure 13 shows that with the 
exception of Nuneaton & Bedworth enterprise activity in Warwickshire is on par or 
above national and regional averages. 

Figure 13: Enterprise performance, 3-year average, 2003-2005  

 
new 

registrations 
2005

Registration rate, 
per 10,000 
population

Registration 
rate, % of 

stock 

Combined 
enterprise activity 

index, (UK=100)

England & Wales 162,070 51 10.3% 100
South East 27,695 58 10.1% 106
West Midlands 14,610 47 9.9% 94
  
Northamptonshire 2,155 56 10.4% 106
Warwickshire 1,760 58 9.8% 104
Oxfordshire 2,075 57 9.5% 102
Solihull 550 49 10.8% 100
Leicestershire 2,010 53 9.7% 99
Coventry 710 37 11.6% 93
  
Stratford-on-Avon 535 82 9.1% 125
Warwick 495 60 10.2% 109
North Warwickshire 180 59 9.8% 106
Rugby 290 52 9.6% 98
Nuneaton & Bedworth 255 37 10.7% 89

Source: Warwickshire Observatory; Small Business Analytical Unit, DTI (www.dti.gov.uk) © 
Crown Copyright 2007. 
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APPENDIX 1 

The Work Foundation’s definition of knowledge intensive industries 
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OECD High-technology industries  
(ISIC Rev. 3) 

Aircraft & spacecraft      -353 
Pharmaceuticals      -2423 
Office, accounting and computing machinery  -30 
Radio, television and communications equipment  -32  
Medical, precision and optical instruments   -33 

 
OECD Medium-technology industries 
(ISIC Rev. 3) 

Electrical machinery and apparatus, n.e.c.   -31 
Motor vehicles, trailers and semi-trailers   -34 
Chemicals excl. pharmaceuticals    -24 excl. 2423 
Railroad equipment and transport equipment, n.e.c.  -352 + 359 
Machinery and equipment, n.e.c.    -29 
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APPENDIX 2 

Worklessness rate, LSOAs, Nov 06 
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