Index of Resilience – Experian Methodology

This document explains the approach to economic resilience and the index produced by Experian.

It defines important terms and data sources, and explains the factors that underpin regional resilience based on 4 broad themes.

Resilience is a concept used to describe the ability of an area to withstand and respond to shocks in the external environment.

Local areas have been ranked in terms of their resilience, and what factors influence these rankings.

The methodology, the rankings, and the underlying factors are all examined in detail throughout the following pages.

It is important to note that this research does not report the local areas which will suffer the greatest amounts of public sector cuts.  

The research takes an holistic view of local areas and ranks them in terms of their ability to respond to economic shocks, such as public sector cuts. 

This research is useful in understanding how areas will respond to cuts, and the positive and negative factors that underpin performance across different local areas.  

Experian's research looks at resilience across four key themes:

Business 

Community

People

Place

Underneath each of the four themes sit a number of variables.

33 variables have been used in total to create the index.  The number of variables was dictated, in part, by how much data was available at local authority level.

As such, data can be sorted and analysed by variable allowing an understanding of which factors impact local economic resilience and how these compare across geographies.

Business 

How strong is the local business base?  Is it dependent on sectors that have been hit by recession?  Does it have a high number of firms proven to adapt to difficult economic conditions?  Have many firms gone out of business?  Are businesses dependent on only local markets, or do they export?
People

Is there a large working age population that can contribute to the economy?  How many people have high skills levels?  How many people work as managers and how many people work in elementary roles such as cleaners and refuse workers?  How much do locals earn on average? 

Community

How high is life expectancy?  Do neighbours look out for each other? How many people claim benefits?  Does the area suffer from deprivation?  How many households are vulnerable to long-term unemployment?  How many households are vulnerable to declines in disposable income? 

Place

What are GCSE attainment rates like?  Are house prices high?  How high is the local crime rate?  Is there a lot of green space for people to enjoy? 
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These variables and themes have been weighted to reflect their relative importance.

‘Business’ has been weighted at 50%, reflecting its overall importance to short term resilience.  People, Community and Place are approximately 17%

Within each of the four themes, different variables have been weighted based on correlation analysis and importance.

Business variables

Vulnerable Sectors – sectors particularly vulnerable given the economic climate.  These are: Engineering & Vehicles, Construction, Metals, Minerals & Chemicals, Other (Mainly Public) Services

Resilient Sectors – sectors that are faring well despite tough economic times.  Agriculture, Forestry & Fishing, Banking & Insurance

High Growth Sectors – sectors that are projected to be key, high growth areas.  Narrow definition of knowledge intensive business services and high tech manufacturing

Business start-up – the number of businesses that have started up since 2008

Insolvency rate – the number of businesses that have gone out of business in the last 9 months. Experian take measures to ensure that bogus companies do not impact the base.  As well as combing for multiple registrations to one postcode, etc they exclude businesses under 2 years old to remove the noise of firms that never trade and will be wound up after 2 years by Companies House for not filing accounts.  Insolvency data is obtained from Companies House so only firms from that source are included in the base.  The rate is important.  Reporting insolvencies by count fails to capture the size of the businesses.

% workforce-self employed – the % of the working-age population that is self-employed. 

Adaptive companies – based on balance sheet information this variable shows the number of firms that have shown signs of distress in the past but have recovered.  It stands to reason that these businesses will be able to successfully adapt to future economic shocks.  Adaptive simply means businesses with employment figures that fluctuate, indicating that it is prepared to hire when necessary and also cut heads when necessary.  We have shown over time that such businesses are more likely to survive over a timeframe of 5 years than businesses that either grow, or decline continuously, or stay stable in employment.

Days beyond terms – the number of days after invoice that businesses settle their bills on average. 

Foreign-owned business – the number of businesses with a foreign parent company. 

Exporters – the number of firms that export (abroad)

Highly exporting SIC – the number of businesses that fall within the Standard Industrial Classification codes that often export 

Employment in vulnerable sectors – the number of employees in vulnerable sectors (see above)

Employment in resilient sectors – the number of employees in resilient sectors (see above)

Business density  - number of businesses per 1000 people of working age population. This represents the number of businesses per 1000 workers.  The higher the number of businesses per worker, the greater the size of the business centre. An area with a higher number of businesses per person is likely to enjoy greater employment opportunities for the local workforce.  In addition economic theories suggest that the more businesses are clustered together - the greater the opportunities for innovation.  Based on these points we rank the area with the highest number of businesses per 1000 population (Westminster) highest.

People variable

Working age population – the percentage of the local population that is of working age and therefore able to contribute to the local economy.
NVQ4+ - the proportion of the working age population that have NVQ level 4 qualification and above.

Low qualification – the proportion of the working age population that have no qualifications.

% employed as corporate managers and senior officials – those working in the following roles or similar – corporate managers, senior officials, production managers, functional managers

Elementary Occupations – those working in the following roles or similar – cleaners and helpers, agricultural labourers, other labourers, food preparation assistants, street and related sales and services workers, refuse workers.

Earnings – annual Gross Pay (mean) per annum 

Community Variables

% vulnerable to declines in disposable income – the proportion of households that are vulnerable to declines in disposable income. This is distinct from a measure of wealth as often households in poorer areas have little disposable income to begin with.  The declines in disposable income is related to the forecast growth rate in real household disposable income, which combines information from the ONS Expenditure and Food Survey (EFS) that ONS map across to Mosaic types, with national accounts estimates on household income by source for the UK as a whole (to bring the EFS estimates up to date and generate the forecast).  Therefore – it looks at the relationship between future income and future expenditure.

% vulnerable to long term unemployment – the proportion of houses that are vulnerable to long term unemployment. The unemployment measure relates to an ‘unemployment risk index’ – which is based on an estimated unemployment rate for working-age adults within each of the Mosaic segments (Mosaic is Experian segmentation data).  It’s derived using unemployment rates by age, gender, race and qualifications from the LFS, as well as regional ILO unemployment rates. 

Claimant count rate (May 2010) – the rate of people claiming benefits

Social cohesion – taken from Experian’s Mosaic database – this is based on survey information from British Crime survey.  Respondents were asked “do neighbours look out for each other”. 

Life expectancy – life expectancy for males and females. 

% LSOAs amongst 10% most deprived (IMD) – the Index of Multiple Deprivation details which local areas of the UK (lower super output area level or LSOA) are classified as deprived.  LSOAs are geographical classifications – smaller than a local authority.  Our measure looks at the proportion of LSOAs in any local authority that are classed as in the top 10% most deprived LSOAs in the county.  This essentially means we are looking at deprivation without the figures being skewed by the size of an area. 

Place Variables

Achievement at school – the proportion of GCSE candidates (end of key stage 4) that got 5+ A*-C GCSEs

Crime rates – total number of incidents recorded by police per 10,000 population

House prices – median house price based on land registry data (2010 Q1) 

Previously developed land – previously developed land, often called brown field land, is land that was developed but is now vacant or derelict, and land currently in use with known potential for redevelopment.  It s a measure of land that could be used for new projects.

Office Space – the value of office space 

Green space – the proportion of land classified as green space by the department for communities and local government.

This data is assembled from Experian’s own databases and publicly available sources such as ONS, DWP, DCSF and the Land Registry.  The time range involved for the data is 2005 to 22nd July 2010. The latest available data has been used for these variables, where the information is easily accessible within the resources and timeframe of the research.  An expert in official statistics has independently assessed the time range, data, weightings, rankings and methodology.
