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The Environmental Technology and Services Sector in the South West of England

1.
Introduction

1.1 This working paper considers the structure and competitiveness of the Environmental Technology and Services sector in the South West of England.  The paper is arranged under the following headings:

· Summary and Overview

· Profile of the Environmental Technology and Services Sector in the South West

· Future Prospects

· Sector Development Priorities

1.2 At various points in the text comparisons are made between the South West and the East Midlands and East of England Regions.  These two regions were selected as comparators since they have similarities with the South West in lacking a dominant urban conurbation, and in terms of their population.

1.3 This paper is one of 10 working papers examining the priority sectors identified by the South West of England Regional Development Agency in its Regional Economic Strategy (SWRDA).   SWRDA’s strategy identifies 7 sectors that the Agency will actively promote:

· Advanced Engineering

· Customer Marketing Services

· Environmental Technologies

· Food and Drink

· Information and Communications Technologies (ICT)

· Tourism and Leisure 

· Marine Technologies

1.4 In addition SWRDA has indicated that it will encourage development in a further three sectors:

· Biotechnology

· Financial Services

· Printing and Packaging

1.5 Working papers have also been produced on Emerging Technologies and Markets (WP1) and Best Practice in Sector and Cluster Development Policies (WP2).  All the working papers are available from the SWRDA.

2. Summary and Overview

2.1 The Environmental Technology and Services (ETS) sector comprises of companies involved in pollution control, water supply, waste management, environmental services and renewable energy.  Key findings of the study are summarised below:

· The ETS sector is one of the smaller of the SWRDA’s priority sectors in terms of employment and Gross Value Added, but is the sector showing the highest rate of employment growth (+19% 1991-97)

· Overall the sector generated £650 million of gross value added output in 1997 and directly employs 21,100 people, which represents around 1.1%  % of total employment in the region (see Table 1 and Figure 1 below). 

· There are around 1,300 establishments in the sector. Small firms dominate the sector, with 95% of environmental technology establishments employing fewer than 50 employees.

· The sector can be divided into 10 sub-sectors, the largest of which are:

· sewage and refuse disposal, (29% of total sectoral employment)

· collection/purification of water (25%)

· manufacture of electricity distribution apparatus (17%)

· manufacture of ventilation equipment (12%)

· The South West has no particular strength in environmental technologies compared to the rest of the UK, with employment in the sector accounting for roughly the same share as in Great Britain as a whole, though employment growth the region has exceeded the national average

· There are particular concentrations of employment in the sector in the Wiltshire/Swindon sub-region (which accounts for 22% of regional employment in the sector), Devon (accounting for 21% of employment) and the West of England sub region  (20%).

· The prospects for the environmental technology sector are good.  Stricter environmental standards are being established in the UK, especially in connection waste disposal and pollution.  This creates a growing domestic market.

· At the same time the global industry is growing, and UK firms have established a strong competitive position. The UK is currently the second largest exporter of ETS in Europe.

· Key actions required are promoting the development of a network of ETS firms in the region;  stimulation environmental improvements in other sectors;  encouraging the exploration of the technology base of HEIs in the region;  and developing the environmental skills base in the region.

Table 1

South West Priority Sectors


1997 Employment
Employ Change 91-97
1997 Location Quotient*
1997 Gross Value Added Output 

(£ millions)

Customer Marketing Services
6,000
17%
0.72
168

Biotechnology
7,000
11%
0.61
217

Environmental Technologies
21,000
19%
0.97
656

Printing & Packaging
26,300
-1%
0.97
765

Marine Technologies
9,900
-14%
2.10
297

ICT
60,900
16%
0.85
2,458

Advanced Engineering
61,000
-1%
1.26
2,290

Financial Services
76,300
-12%
0.96
3,071

Leisure & Tourism
87,500
7%
1.22
2,439

Food & Drink
91,200
-25%
1.35
3,144

Source: Annual Employment Survey 1997 & Annual Census of Employment 1991, ONS © Crown Copyright
Note: a location quotient >1 indicates that the concentration of employment in the sector in the South West is above the Great Britain average.  
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Gross Value Added (GVA) Output of Priority Sectors


3. Profile of the Environmental Technology and Services Sector in the South West

Definition

3.1 The UK Government has established the Joint Environmental Markets Unit (JEMU) to promote and support the UK environmental industry.  This working paper uses the same definition as JEMU to define the environmental technologies sector.  The industry embraces: 

· Pollution Control

· air pollution control 

· noise and vibration control 

· marine pollution control

· contaminated land remediation

· Water supply and waste water treatment 

· Environmental Services 

· environmental monitoring and instrumentation 

· energy management

· waste management (including recovery and recycling)

· other environmental services (including environmental consultancy, training, and laboratory testing)

· Renewable energy

3.2 While this is a coherent definition it has been necessary to also define the sector by reference to the Standard Industrial Classification (SIC92) so that data from standard statistical sources can be analysed.  DTZ have identified those SIC classifications that fit most closely with the JEMU definition of the sector.  These are:

Description

SIC Code
· Manufacture of ventilation equipment etc


2923

· Construction of water projects



4524

· Collection/purification etc of water



4100

· Sewage and refuse disposal etc



9000

· Recycling of metal waste and scrap



3710

· Recycling of non-metal waste and scrap


3720

· Demolition and wrecking of buildings


4511

· Technical testing and analysis



7430

· Insulation work activities




4532
· Manufacture: electricity distribution apparatus

3120
3.3 It must be acknowledged, however, that the fit between the JEMU definition of the sector and the SIC classification is imperfect.  The above categories do not capture all environmental technology activities (eg. consultancy on environmental issues, software for environmental management etc.)  In addition there will be activities captured within the above definitions that do not fit the definition of environmental technologies and services.  The limitations of the SIC and official data in measuring the size and character of the sector in the South West must be acknowledged.

Sector Characteristics

3.4 The ETS sector grew nationally during the 1990s in response to increased public intervention and regulation on the production of waste.  This has affected the waste disposal and waste management sectors which have developed into significant sources of employment.  Public opinion has also changed through the 1990's and increased concern for the environment has led to increased regulation on pollution along with pressure to produce cleaner electricity.  This has led to an increase in the number of companies operating in the sector.

3.5 More stringent rules have been applied to industry in the way that waste can be disposed of and the environmental technologies sector has flourished as a result.  In more recent years, policy has been directed towards prevention and reuse of waste rather than disposal – this has led to changes in the market and is likely to result in further changes in the future.  The sector should see strong growth in new markets, such as renewable energy and pollution control, as well as maintaining employment in existing markets such as waste disposal.

3.6 The South West has a large area that is designated Area of Outstanding National Beauty (AONB) and national concerns about environmental impacts have been mirrored in the region.  However, it would be wrong to assume that because the environment is so important to the South West, that this in itself will stimulate the ETS sector.  The majority of activity in the ETS sector has come about in response to industry or public needs, for example, waste disposal.  These needs are based on the amount of businesses and more importantly, waste producing businesses in the area.  As a result, the sector in London is relatively small but in the North East of England, the sector is relatively large.  The sector in the South West is relatively small, however, the length of coastline in the region has led to the development of particular strengths in water related activities.

3.7 Consultations have indicated that the South West is more suited to the service sector and one company interviewed stated that they had a separate office in the West Midlands for manufacturing products whilst staff located in the South West offered services and consultancy advice.

Current performance of the sector

3.8 Employment and GVA:  Nationally the ETS is growing rapidly. Employment grew by 31% between 1991 and 1997 and it is currently estimated that the sector is growing by about 5-6% per annum. The overall turnover of the environmental technology and services sector in the UK is estimated to be about £8 billion. Exports amount to some  £800m (about 4% of the global market). The UK is the second largest exporter in Europe, second only to Germany.  

3.9 In the South West, employment in the defined ETS SIC categories grew by 19% between 1991 and 1997, higher than the figure for the same SIC categories nationally.  Sectoral GVA output in the region has been estimated to be around £650 million in 1997.  

3.10 Business Numbers and Size: In 1997 there were some 1,300 firms in the environmental technologies sector in the South West, 8.2% of all environmental technology firms in the country (Table 2).  The largest concentrations of firms are in:

· sewage and refuse disposal sub-sector (29% of establishments ), 

· demolition and wrecking of buildings (14% of establishments), 

· technical testing and analysis (12% of establishments). 

3.11 Small firms dominate the sector, with 75% of environmental technology establishments employing less than 10 employees and 95% employing fewer than 50 people. The overall number of businesses in the sector in the South West has increased significantly during the 1990s, largely in the number of establishments employing less than 10 employees (see Figure 2). 

3.12 Major employers in the sector include the major water companies, such as South West Water, Wessex Water and Severn Trent Water. There are a growing number of renewable energy activities particularly in Cornwall which has a total of five wind farms.  There are other renewable energy activities in the region, including landfill gas schemes, small scale hydro schemes, and waste to energy schemes. The Environment Agency, though not recorded in the employment statistics, is also a significant employer in the region.  The region also has strengths in research with, for example, AstraZeneca at Brixham which monitors the environmental impacts of chemicals.

Table 2

Number of Establishments 1997


<10

employees
10-49

employees
50+ employees
Total

Manufacture of ventilation equipment etc
59
32
C
91*

Manufacture: elect. distrib. apparatus
48
27
C
75*

Recycling of metal waste and scrap
38
C
C
38*

Recycling of non-metal waste and scrap
51
C
C
51*

Collection/purification etc of water
32
21
C
53*

Demolition and wrecking of buildings
176
C
C
176*

Construction of water projects
51
C
C
51*

Insulation work activities
95
C
C
95*

Technical testing and analysis
159
C
C
159*

Sewage and refuse disposal etc
260
97
21
378

Bournemouth/Dorset/Poole
164
36
C
200*

Cornwall
83
C
C
83*

Devon
153
39
C
192*

Gloucestershire
121
31
C
152*

Somerset
120
30
C
150*

Bristol Sub-region (West of England SRP)
196
78
C
274*

Wiltshire/Swindon
132
28
C
160*

South West
969
259
66
1,294

East Midlands
917
249
79
1,245

Eastern
1,374
335
114
1,823

Great Britain
11,443
3,198
1,097
15,738

Source:  Annual Employment Survey 1997, ONS © Crown Copyright



C  =  Confidential

*  =  Sum of non-confidential data
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Change in the Number of Establishments 1991-1997
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Source: Annual Employment Survey 1997 & Annual Census of Employment 1991, ONS © Crown Copyright

3.13 Employment: It is estimated that around 21,100 people are employed in the ETS within the sector in the South West – though the inadequacies of the SIC classification in identifying environmental employment must be acknowledged.   This represents around 8% of those employed in the sector across the country and just over 1% of total employment in the South West.  Total employment in the environmental technologies sub-sector in the South West is higher than that in the East Midlands but below the East of England Region.

3.14 Around 35% of those employed in the ETS sector work in establishments employing less than 10 employees.  This is a higher proportion than that experienced in the East of England and East Midland regions, and Great Britain as a whole.  (see Figure 3).
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1997 Employment Share by Establishment Size

% Total Employment 1997


Source: Annual Employment Survey 1997, ONS © Crown Copyright
3.15 The largest ETS sub-sector in the South West is sewage and refuse disposal, representing 29% of the total employment in the sector.  Other large sub-sectors are collection/purification of water (25%), manufacture of electricity distribution apparatus (17%) and manufacture of ventilation equipment (12%).

3.16 Overall, employment in the sector in the South West has increased by 19% between 1991-1997 with 3,400 new jobs in the sector.  Employment growth in the South West has been above the national average and that of the East of England region but slightly lower than the East Midlands.  The majority of this growth has been in the sewage and refuse disposal and manufacture of ventilation equipment sub-sectors (+3,100 and + 1,300 jobs respectively).  There has been significant employment decline is two sub-sectors: technical testing and analysis (-1,900 jobs) and collection/purification of water (-700 jobs).

Table 3

Employment – South West Region


1991
1997
Absolute Change 91-97
% change

Manufacture of ventilation equipment etc
1,300
2,600
1,300
100%

Manufacture: elect. distrib. apparatus
3,200
3,600
400
13%

Recycling of metal waste and scrap
100
300
200
200%

Recycling of non-metal waste and scrap
100
500
400
400%

Collection/purification etc of water
5,900
5,200
-700
-12%

Demolition and wrecking of buildings
900
900
0
0%

Construction of water projects
100
400
300
300%

Insulation work activities
500
600
100
60%

Technical testing and analysis
2,700
800
-1,900
-70%

Sewage and refuse disposal etc
3,000
6,100
3,100
103%

Bournemouth/Dorset/Poole
1,200
2,500
1,300
108%

Cornwall
1,100
1,500
400
36%

Devon
5,100
4,500
-600
-12%

Gloucestershire
2,100
1,800
-300
-14%

Somerset
1,500
2,000
500
33%

Bristol Sub-region (West of England SRP)
4,100
4,300
200
5%

Wiltshire/Swindon
2,800
4,500
1,700
61%

South West
17,700
21,100
3,400
19%

East Midlands
15,900
19,400
3,500
22%

Eastern
21,300
24,900
3,600
17%

Great Britain
230,300
266,100
35,800
16%

Source: Annual Employment Survey 1997 (NOMIS) © Crown Copyright; Census of Employment 1991 (NOMIS) © Crown Copyright

3.17 Degree of Sector Specialisation:  At present, the South West does not to have a regional specialism in the ETS sector with a location quotient of 1 i.e. ETS’s share of employment in the region is equal to the share of ETS in the national economy.  Wiltshire and Swindon is the only sub-region to exhibit a particular specialism in the sector (Figure 4).  Devon and Somerset are also strong in the sector though neither currently exhibit an employment specialism relative to Great Britain as a whole.
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Figure 5

Sub-regional Specialisms in Environmental Technologies
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3.18 The South West has employment concentrations above the national average in several sub-sectors: collection/purification of water, construction of water projects and recycling of non-metal waste and scrap.  The region has a relatively low concentration of employment in the technical testing and analysis sub-sector compared to Great Britain average.  (Figure 6)


[image: image6.wmf]-

0.5

1.0

1.5

2.0

Manufacture of ventilation equipment etc

Manufacture: elect. 

distrib. 

apparatus

Recycling of metal waste and scrap

Recycling of non-metal waste and scrap

Collection/purification etc of water

Demolition and wrecking of buildings

Construction of water projects

Insulation work activities

Technical testing and analysis

Sewage and refuse disposal etc

GB

Figure 6

Sub-sectoral Specialisms in the South West

(

employment location quotient)


3.19 Output:  Annual Gross Value Added (GVA) output for the sector in the South West has been estimated to be around £650 million, about 1% of the region’s total output.  The South West represents 8% of national GVA output in the sector, compared with 7.3% in the East Midlands and 9.3%in the East of England region.  (Table 4)

Table 4

Output and productivity


GVA per employee (£)
Output per employee (£)


1993
1997
1993
1997

Manufacture of other general purpose machinery
25,000
37,200
31,200
43,400

Manufacture of electricity distribution apparatus
22,900
--
27,900
--

Recycling of metal waste and scrap
--
44,200
--
83,000

Recycling of non-metal waste and scrape
--
22,400
--
27,400

Collection/purification of water
--
82,700
76,500
108,300

Building installation
--
--
--
--

South West
      31,400 
      47,700 
38,400
59,500

East Midlands
21,900
27,000
      27,000 
      32,900 

East of England
37,100
31,000
     50,800 
      37,500 

Great Britain
22,400
28,900
28,000
35,500

Source: Annual Censuses of Production 1993 & 1997 © Crown Copyright

Note:  Output and GVA data are available at 3-digit SIC level only.  This table refers to data which best matches the 4-digit SIC definition of the sector.   The ACoP does not produce any data for the primary or service sectors.

Table 5

Estimated 1997 Sectoral GVA


1997 GVA 

(£ millions)
% of SW Sector GVA
% of GB sector GVA

Bournemouth/Dorset/Poole
78.0
11.9
0.9

Cornwall
45.9
7.0
0.6

Devon
139.7
21.3
1.7

Gloucestershire
54.9
8.4
0.7

Somerset
63.3
9.6
0.8

Bristol Sub-region (West of England SRP)
132.6
20.2
1.6

Wiltshire/Swindon
141.5
21.6
1.7

South West
655.9
100.0
7.9

East Midlands
604.2
92.1
7.3

East of England
774.5
118.1
9.3

Source:  Gross Value Added has been calculated using the UK average Service Sector 197 GVA per employee and multiplying it with 1997 employment from Table 2.

3.20 GVA output from the environmental technologies sector as a proportion of total output is about the same as the national average.  The Wiltshire/Swindon sub-region stands out as having the highest proportion of GVA output from the environmental technologies sector, though Devon and West of England follow closely behind (Table 5 and Figure 7).
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Skills Issues

3.21 A major problem when examining skills within the ETS sector is that there is no national training organisation (NTO) that covers the whole sector.  Therefore, there is no organisation with responsibility for identifying training gaps and co-ordinating training provision for the sector. From the information available, the sector can be divided into five sub-sectors based on the JEMU definition of the sector and skill the following issues have been identified:

· Environmental services - the majority of the occupations are for professional staff with degree level qualifications, generally with technical backgrounds.  Skill requirements are for improved IT skills including small network management, databases and web design.  As most firms are SMEs, business development skills are also required.

· Pollution Control (Noise, Vibration, Marine, Air and Land Remediation) - this sector comprises several large organisations (e.g. WS Atkins) although they often have only a few staff working in any one sub-sector.  However, their size does mean that internal training resources are potentially better than the majority of other firms in the sector, most of which have less than 10 employees.   One of the main needs of these smaller organisations is business development skills and other skills required to run small businesses e.g. how to manage small computer networks.

· Government regulation regarding pollution is the main driving force behind domestic demand and businesses need to be aware of the implications of any change to policy regarding pollution control within their particular sub-sector.  Firms have reported a flurry of training activity once new regulations have been announced.  The current regulatory environment is becoming increasingly complex and firms are reporting that lower level staff are now required to have more detailed knowledge of the impacts of pollution and this has created additional demand for these skills.

· Renewable Energy - according to the Renewable Energy Group, there are around 15 renewable energy companies in the South West, with about a third of them employing around 50 persons.  The majority of firms in the renewable energy sub-sector have a need for business development skills.  Most staff within smaller companies have strong technical skills and there is a need for companies within the sector to be able to convert these skills into sustainable business solutions.

· Water Supply - this sector employs are large number of technical staff although employment is concentrated in a few large companies mainly the privatised utilities.  It is reported that they have good internal training programmes.

3.22 Supporting institutions in the South West are good within the ETS sector and are excellent within several sub-regions and sub-sectors, most notably, the renewables sub-sector and the Devon and Cornwall sub-regions.  In terms of supporting HE institutions, the following table shows the 5 or 5* rated university departments in related subjects, taken from the 1996 Research Assessment Exercise:

Table 6

HE Strengths in ETS

Subject
Institution
Research Rating

Geography
University of Bristol
5*

Earth sciences
University of Bristol
5

Biochemistry
University of Bristol
5

Chemistry
University of Bristol
5

Physics
University of Bristol
5

Mechanical and manufacturing engineering
University of Bath
5*

Chemical engineering
University of Bath
5

Biological science
University of Bath
5

Source:  1996 Research Assessment Exercise.  The Outcome, December 1996, HEFCE

4.
Future Prospects

4.1
The Environmental Industries Commission (EIC) has identified that the potential global market for environmental technologies and services is about $300bn.  The main international factors which are driving companies in the ETS sector are:

· More stringent environmental legislation.  Environmental regulations continue to become more rigorous, not only in terms of emission levels but also the degree of enforcement particularly in the developed world.  Global agreements such as the Kyoto Protocol will also help to stimulate the market in developing countries

· Supply chain pressures.   Many of the larger multinational companies are encouraging their suppliers to conform to environmental standards such as ISO 14000

4.2
Behind these drivers is growing public pressure for an improved environment.  Governments are responding to these pressures by tightening regulations, implementing dedicated environmental taxes (e.g. the Landfill Tax) and considering new taxes (e.g. on carbon emissions).  Funding programmes, from the UK government, the EU and aid agencies are all placing greater emphasis on the environment.

4.3
Greater restrictions on land availability and use is an additional driver.  New landfill sites are increasingly difficult to find and government policy encouraging the development of brownfield sites is leading to a growing demand for site investigations, land remediation and landscaping resources.

4.4
Technology is also a major factor in the environmental sector, e.g. with the use of biotechnology to solve a wide range of environmental problems (bioremediation) and the use of the latest IT innovations in the development of low cost, robust environmental monitoring systems.  There is great scope to encourage the transfer of technologies to ETS companies in the South West, and to stimulate the formation of high technology start-ups in this field.

4.5
Competition for ETS companies is the South West comes from variety of sources.  There are a large number of ETS firms elsewhere in the UK and, although there are no particular geographical concentrations, some regions have already placed a strong emphasis on this sector.  For example:

· Scotland, where the Scottish Environmental Industries Association, with support from Scottish Enterprise and Scottish Trade International, has been active in stimulating growth in the ETS sector

· Wales, where the WDA has initiated the Environmental Goods and Services programme covering Objective 5b areas

· Yorkshire and the Humber, where the Environmental Business Network, with support from ERDF, has been promoting a series of initiatives including technology transfer, product innovation and exporting

· North West, where the NWDA and Sustainability North West are promoting regional business development initiatives.

4.6
The ETS sector is a new, high growth industry driven by increasing regulation, supply chain pressures and competitiveness issues.  The UK government has recognised the importance of this sector and has made significant contributions to the global debate on major issues such as climate change.

4.7
The ETS industry in the South West is already significant in terms of its contribution to the regional economy and environment, but it is an uncoordinated, fragmented and generally unrecognised sector.  If the sector is to realise the enormous potential in this market, it is essential that a strategy and plan for growth is developed and implemented.  It will be important in this context to identify concentrations of ETS companies, with similar objectives and target markets, which can be linked into the growth opportunities that are emerging.

4.8
A huge potential for environmental improvements exists in the South West.  For example the region has more than 14% of all derelict land in England, much of which is contaminated.  Although much of this land is situated in rural areas which are unlikely to be developed in the near future, there is some that is on the fringe of urban areas.  

4.9
The Environment Agency has recently prepared an Environmental Prospectus for the South West of England that provides a fairly comprehensive view of the sector in the region.  The report profiles the sector and identifies the following regional economic benefits:

· the growth of industries providing environmental goods and services will increase the value of the sector from £700m to £1.2 billion by 2005

· the renewable energy projects supported by the Non Fossil Fuel Obligation (NFFO) will create up to 3,000 jobs in the next 10 years

· realising the potential for further renewable energy in Cornwall and Devon could create an additional 9,000 jobs

· increased recycling to meet the 40% reduction in landfill could create 675 jobs in the region

· assistance to increase environmental and waste management could lead to regional savings of £1.2 billion within the manufacturing sector in the region.

4.10
Future developments in environmental technologies over the next 10 years are likely to be driven far more by the demand side than by the supply side. That is, development of environmental technologies is driven to a great extent by increased demand for solutions to the perceived world environmental crisis.

4.11
The key areas of research where new technologies are likely to emerge include the following broad categories:

· Technologies to treat waste and pollutants during the production process – this includes attempts to reduce greenhouse gas emissions such as carbon dioxide, methane and nitrous oxide through biological or chemical conversion;

· Environmental monitoring technologies – which help to monitor and control pollution in the manufacturing process;

· Cleaner processing technologies – which minimise resource inputs and waste outputs.  Rather than trying to clean them up afterwards, these technologies try to avoid generating pollutants in the first place.  This group represent the ‘holy grail’ of environmental technologies;

· Treatment technologies – new technologies for the treatment of waste, including wastewater, recycling technologies and remediation technologies (e.g. the application of biotechnology to the decontamination of land).

· Related to this category are technologies to improve energy efficiency, particularly in transportation.  Development of fuel-efficient cars based on new materials is one such area.  Also relevant here are renewable energy technologies and combined heat and power technologies.

SWOT Analysis

4.12
Key issues that need to be addressed to foster the development of the environmental technology and services sector, identified through consultations and a literature review can be divided into strengths, weaknesses, opportunities and threats:

Strengths

· While currently a small sector in the South West, the environmental technology and services sector is growing rapidly.  The environment is also one of the key features of the South West as a region and is identified as such in the RDAs Regional Economic Strategy.

· The South West has particular strengths in specific sub-sectors which have developed due to the region’s environmental resource e.g. water related activity and renewable energies.  Within  renewably energy, the South West as yet does not have a critical mass within the sector although there is the potential for a cluster to form in Cornwall. The Renewable Energy Office for Cornwall (REOC) is funded using ERDF funding with the aim of developing the renewable energy industry in the county.

· Strong in academic sector with a number of top class academic institutions producing graduates in the ETS sector.

Weaknesses

· Much of the employment in the sector is associated with activities that are largely serving local markets, particularly the water supply industry and waste disposal activities.  Only a small proportion of the sector’s output is associated with sales outside the region.

· Outside the region, there are major growth opportunities, elsewhere in the UK and overseas.  However, many of the smaller companies, which make up the bulk of the industry, do not have the resources or expertise to tackle global market effectively.  

· The South West does not have manufacturing strengths in the renewable sub-sector but can build on providing consultancy advice and providing systems and software to operators outside the region in the UK and abroad.

· Transport - current perceptions are that the South West is too far from London.  This is partly a perception problem but transport links need further improvement.

· There has been difficulty in the past in recruiting professional staff because the ratio of house prices to wages has been quite high.

· There are currently weak links between the private sector and universities in the region.

· The main constraints to renewable energy market are:

· current planning law makes it difficult to build renewable energy plants

· a lack of actual expertise in the sector.  There is a need for suitable training courses to help develop both technical, environmental and business development skills required for working in the sector.

· the current price of electricity is too low which is the major determining factor affecting the sector.  As the price of electricity rises, so the viability of renewable energy will also increase.

Opportunities

· The global and UK markets are growing rapidly.  JEMU has identified a number of countries that have potential markets that UK industry can exploit.  The ‘premier division’ markets are Singapore, Thailand, Portugal and the Czech Republic and other EU accession countries. 

· There is scope to stimulate inward investment in sub-sectors where the local industry is weak and where there is limited potential for existing firms to develop the required products/services.

· The principal opportunity for businesses located in the South West is to develop work outside of the region.  The South West is relatively close to London and the South East which makes the region well placed to take advantage of higher demand for services. 

· IT developments have meant that consultancy advice can be delivered more remotely, reducing the significance of geographic peripherality.

· There is potential for businesses in the South West to exploit the renewable energy market.  Specific opportunities will arise from:

· the reform of CAP in 2006 with a move away from set-aside land towards possibly encouraging the growth of energy crops that can be used to power electricity plants.

· the large oil producers such as Shell estimating that 40% of what they sell will be renewable energy within 20 years.

· the UK government has pledged to produce 10% of electricity from renewable sources by 2010.  Therefore, there will definitely be demand for products since currently renewables represent only 2% of UK electricity.

Threats

· The key threat to the industry is intense competition from overseas, particularly from other European countries (e.g. Germany, France, Denmark) and also the USA and Canada.  The UK is in danger of losing market share in global markets because of lack of an effective approach to international business development.  The fragmentation of the UK industry and the lack of a clear sector focus are contributing to this problem.

4. Competitive Positioning and Sector Development Priorities

SWOT Analysis

4.1 The figure below summarises the overall competitive position of the environmental technologies and services sector in the South West:



Well Structured Local Firms with Robust Strategies & Strong Rivalry



Resources or Factor Strengths, Physical and Human

· Strong competition within several sub-sectors

· Limited co-operation in the sub-sectors dealing with pollution control.

· Fragmented sector with lack of real identity

Sophisticated, Demanding Customers in Easy Reach with Increasing Requirements and Funds to Satisfy Them

· Regional interest in maintaining and improving environmental assets of the South West eg AONB

· Length of SW coast line has led to  relative sector strengths in dealing with water projects



· Firms mainly serving local markets

· Some firms in region are developing their export market 

· However issue of peripherality of the region means that firms are often unable to compete in Europe.  









Internationally Competitive: Supporting and Related Industries and Institutions





· Supporting industries are good within the sector 

· Excellent support within several sub-regions and sub-sectors, most notably, the renewable energies sub-sector and the Devon and Cornwall sub-regions.  

· Range of supporting HE institutions including Universities of Bath and Bristol

· Lacks an NTO to cover the sector





Summary:  A small but fast growing sector with good future prospects in the South West as long as firms are encouraged and assisted to compete on a national and international basis.

Sector Development Priorities

4.2 Specific actions that the RDA could take as identified through the consultations are as follows:

·  There exists an opportunity to establish a network of ETS firms in the SW to exploit UK and overseas market opportunities.  This could involve collaborative activity within the sector and make it easier for forms to bid for major projects as well as sharing information and market knowledge.  This would be of particular benefit to the smaller companies that do not have the necessary resources to access global markets on their own.

· Build on existing strengths by stimulating environmental improvements in sectors that are important to the ETS industry.  This will provide opportunities for local suppliers of ETS as well as delivering benefits to the target sectors. Sectors where environmental improvements could be encouraged are:

· derelict and contaminated land restoration

· waste management/recycling

· coastal and marine environmental improvements.

· Develop and exploit the technology base of HEI’s and other research organisations in the region to solve specific environmental problems and transfer the technology to local suppliers, thereby strengthening their competitive position.  There is scope to access R&D funding from the UK government and the EU (under the Fifth Framework Programme).  There is also potential to stimulate the start-up of new, high technology companies in the sector.

· Utilise and access the main sources of funding which could help finance environmental projects in the South West.  This should include both public sector (e.g. SRB, ERDF, landfill tax) and private sector sources.

· Develop the environmental skills base in the South West by improving the links between ETS companies, HEI’s and relevant training organisations.  For example, by building-in specific regional targets for successful ETS Teaching Company Scheme placements.

· JEMU holds a database of UK environmental companies on its web-site that can be accessed internationally by companies requiring certain services.  It would be beneficial for companies in the South West who are interested in developing international business to register with JEMU.  This should be encouraged by the RDA.

· There will be a need for the development of regional strategies to meet the UK renewable energy obligation.  The South West has potential within the wind industry and this needs to be co-ordinated to ensure the South West meets its regional target. 

· Education and training providers needs to be encouraged to increase education in environmental issues and new renewable technologies.
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· Adrian Griffiths
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· Steve Hill
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Acoustic Air Technology
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Marcus Hodges Environment

· Richard Wilson


Environmental Industries Commission

Appendix 3: Sub-Regional Employment Tables

· The Bournemouth Dorset and Poole sub-region represents 12% of total ETS employment in the South West.  This sub-region has experienced the highest percentage growth in employment between 1991-1997 compared to the other sub-regions in the South West. Employment growth has been strongest in the manufacture of electricity distribution apparatus (+300 jobs) sub-sector.  There has been a fall in employment in the collection/purification of water (-200 jobs) sub-sector.  

Table A3.1

Employment – Bournemouth, Dorset and Poole


1991
1997
% change

Manufacture of ventilation equipment etc
C
800
--

Manufacture: elect. distrib. apparatus
100
400
300%

Recycling of metal waste and scrap
C
C
--

Recycling of non-metal waste and scrap
0
100
--

Collection/purification etc of water
600
400
-33%

Demolition and wrecking of buildings
100
200
100%

Construction of water projects
0
C
--

Insulation work activities
C
100
--

Technical testing and analysis
100
200
100%

Sewage and refuse disposal etc
300
400
33%

Total
1,200
2,500
108%

% of South West Sector
7%
12%


The Cornwall sub-region represents 7% of all environmental technology and services employment in the South West.  The sector has experienced strong growth in employment – increasing by almost 40% between 1991 and 1997.  

· Employment growth has been strongest in the sewage and refuse disposal sub-sector (+300 jobs). 

Table A3.2

Employment – Cornwall


1991
1997
% change

Manufacture of ventilation equipment etc
100
C
--

Manufacture: elect. distrib. apparatus
100
100
0%

Recycling of metal waste and scrap
0
C
--

Recycling of non-metal waste and scrap
C
C
--

Collection/purification etc of water
600
700
17%

Demolition and wrecking of buildings
C
100
--

Construction of water projects
0
C
--

Insulation work activities
C
100
--

Technical testing and analysis
C
C
--

Sewage and refuse disposal etc
200
500
150%

Total
1,100
1,500
36%

% of South West Sector
6%
7%


Devon represents 21% of the environmental technology and services employment in the region.  It has a slightly higher concentration of employment in the sector compared with the regional average.  However, employment in the sector has fallen 12% between 1991-1997.

· Two sub-sectors have experienced a large fall in employment: technical testing and analysis (-1,200 jobs) and manufacture of electricity distribution apparatus (-600 jobs).  The sewage and refuse disposal sub sector has experienced strong growth in employment (1,000 jobs).

Table A3.3

Employment – Devon


1991
1997
% change

Manufacture of ventilation equipment etc
400
500
25%

Manufacture: elect. distrib. apparatus
1,000
400
-60%

Recycling of metal waste and scrap
C
100
--

Recycling of non-metal waste and scrap
0
100
--

Collection/purification etc of water
1,500
1,500
0%

Demolition and wrecking of buildings
200
100
-100%

Construction of water projects
0
C
--

Insulation work activities
C
100
--

Technical testing and analysis
1,300
100
-92%

Sewage and refuse disposal etc
600
1,600
167%

Total
5,100
4,500
-12%

% of South West Sector
29%
21%


Gloucestershire represents 8% of the environmental technology and services employment in the region.  It has the lowest concentration of employment compared to the other sub-region in the South West.  The sub-region has experienced a fall in employment in the sector of 14% between 1991 and 1997.

· The sub-sectors experiencing the largest fall in employment have been the manufacture of electricity distribution apparatus (-400 jobs) and the collection/purification of water (-200 jobs).  The sewage and refuse disposal sub-sector has experienced employment growth (400 jobs).

Table A3.4

Employment – Gloucestershire


1991
1997
% change

Manufacture of ventilation equipment etc
100
100
0%

Manufacture: elect. distrib. apparatus
700
300
-60%

Recycling of metal waste and scrap
0
C
--

Recycling of non-metal waste and scrap
C
100
--

Collection/purification etc of water
600
400
-33%

Demolition and wrecking of buildings
200
100
-100%

Construction of water projects
100
C
--

Insulation work activities
200
100
-100%

Technical testing and analysis
100
100
0%

Sewage and refuse disposal etc
200
600
200%

Total
2,100
1,800
-14%

% of South West Sector
12%
8%


Somerset represents 10% of the region’s employment in the environmental technology and services sector.  It has experienced a growth in employment between 1991-1997 of 33%.  It has roughly the same concentration of employment as the region as a whole.

· The sub-sectors experiencing growth are: sewage and refuse disposal (+300 jobs) and manufacture of electricity distribution apparatus (+200 jobs).  However, the collection/purification of water sub-sector has experienced a fall in employment (-300 jobs).

Table A3.5

Employment – Somerset


1991
1997
% change

Manufacture of ventilation equipment etc
300
400
33%

Manufacture: elect. distrib. apparatus
100
300
200%

Recycling of metal waste and scrap
0
C
--

Recycling of non-metal waste and scrap
0
100
--

Collection/purification etc of water
500
200
-60%

Demolition and wrecking of buildings
200
100
-50%

Construction of water projects
0
300
---

Insulation work activities
C
C
--

Technical testing and analysis
100
100
0%

Sewage and refuse disposal etc
400
700
75%

Total
1,500
2,000
33%

% of South West Sector
8%
10%


The Bristol Sub-region (West of England SRP) represents 20% of the environmental technology and services employment in the region.  The sector has experienced growth of 5% between 1991-1997.

· The sub-sectors which have experienced the strongest growth are sewage and refuse disposal (+600 jobs) and manufacture of ventilation equipment (+300 jobs). Sub-sectors experiencing a fall in employment are: collection/purification of water (-500 jobs), testing and technical analysis (-300 jobs) and manufacture of electricity distribution equipment (-300 jobs).

Table A3.6

Employment – Bristol Sub-region (West of England SRP)


1991
1997
% change

Manufacture of ventilation equipment etc
200
500
150%

Manufacture: elect. distrib. apparatus
500
200
-60%

Recycling of metal waste and scrap
C
100
--

Recycling of non-metal waste and scrap
C
100
--

Collection/purification etc of water
1,500
1,000
-33%

Demolition and wrecking of buildings
100
200
100%

Construction of water projects
C
100
--

Insulation work activities
300
200
-33%

Technical testing and analysis
500
200
-60%

Sewage and refuse disposal etc
1,000
1,600
60%

Total
4,100
4,300
5%

% of South West Sector
23%
20%


The Wiltshire and Swindon sub-region contains the largest proportion of environmental technology and services employment in the region  (22%).  It has experienced a growth 63% between 1991-1997 and has the highest concentration of employment in the region.

· The sub-sectors experiencing growth in the Wiltshire and Swindon sub-region are: manufacture of electricity distribution apparatus (+1,200 jobs), sewage and refuse disposal (+400 jobs) and collection/purification of water (+300 jobs).  The technical testing and analysis sub-sector has experienced a decline in employment  (-500 jobs).

Table A3.7

Employment – Wiltshire and Swindon


1991
1997
% change

Manufacture of ventilation equipment etc
200
400
100%

Manufacture: elect. distrib. apparatus
800
2,000
150%

Recycling of metal waste and scrap
C
100
--

Recycling of non-metal waste and scrap
C
100
--

Collection/purification etc of water
700
1,000
43%

Demolition and wrecking of buildings
100
200
100%

Construction of water projects
0
C
--

Insulation work activities
C
C
--

Technical testing and analysis
600
100
-83%

Sewage and refuse disposal etc
300
700
133%

Total
2,800
4,500
61%

% of South West Sector
16%
22%
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