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1. Describing the CG Area 

The City Growth Area 
1.1 Luton is an important town located north of London beside the M1. It has historically been 

one of the UK’s major centres for automotive manufacturing and an important centre for 

other manufacturing activity. Its economy has become more diversified following the growth 

of Luton Airport and the development of a number of new important employment locations 

for knowledge based industries. 

1.2 The Luton CG area itself covers most of Luton local authority except for an area to the south 

of the borough where the airport and a major employment site (Capability Green) are 

located1. The CG area covers the great bulk of the residents of Luton, but excludes an 

important part of the employment base, this needs to be borne in mind when assessing the 

scale and competitiveness of the economic base of the CG area. 
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Notes: Blue boundary indicates Local Authority District where CG is located. Black boundary indicates 
Local Authorities. Red boundary indicates CG wards. Thin Black boundary within the CG area indicates 
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Source: AdminMap 2004 © GBPro500 © 

 

                                                
1 These are the 2001 wards of South and Crawley. The original CG area was based on 1991 frozen wards. All of 

the employment data utilised in this report has been collated on the basis of these 1991 wards. Many other 
datasets require 2001 ward definitions to extract them. It has therefore been necessary to create a best fit 
area based on 2001 wards (see map). The best fit is not a perfect match due to changes in wards boundaries, 
but nevertheless provides a close match. 
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1.3 The headline statistics for the CG area are: 

• In 2001 the resident population was 167,000 (90% of the Luton total) of whom 

63,240 were in work. 

• There were 2,720 VAT registered businesses in the area and it had 3,910 separate 

employment units in 2002. 

• The businesses in the CG area employed 40,925 people in 2002 (52% of the district 

total) and a further 7,950 residents were in self-employment giving an overall 

employment base of 48,850. 

Luton CG Area - Wards 
 

 
Notes: Blue boundary indicates Local Authority where CG is located. Black boundary indicates other 
Local Authorities. Red boundary indicates CG wards. Thin Black boundary indicates non-CG wards.  
Source: AdminMap 2004 © 

The CG Bid Document 
1.4 The bid document prepared for SBS highlighted a number of strengths that Luton had 

including its: 

• Strategic location on the M1 and on other major road and rail routes. 

• London Luton Airport which has experienced rapid growth and now caters for 6.5 

million passengers. In total approximately 8,000 people work at the airport and 

another 2,500 people are employed off-airport. It is the largest centre of employment 

in the Luton-Dunstable conurbation. 

• The University of Luton which has approximately 12,000 students drawn from a 

culturally diverse set of backgrounds.  

1.5 The bid also highlights a number of economic opportunities for Luton including: 
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• Its multi-cultural population. 

• A growing enterprise culture – based on a range of support mechanisms in place. 

• London Luton Airport’s planned expansion. 

• Luton’s location in the Milton Keynes South Midlands growth area and its role (with 

Dunstable and Houghton Regis) as one of the local growth areas for this sub-region. 

• Access to funding - over £25 million in regeneration funding from the Government is 

going into Luton and ten wards in Luton benefit from Assisted Area status. 

• Its business clusters, historically the key sectors have been: Automotive; Manufacture 

of radio, Television and Communication equipment; Drink; Transport, Storage and 

Communications. 

Purpose of this Report 
1.6 The purpose of this report is threefold: 

• First, it will help inform the design and development of the CG strategy in the future 

and to help the SBS in their review of this strategy development. 

• Second, it provides a basis for further research. 

• Third, it will be used by SBS to form a baseline as part of ongoing monitoring and 

evaluation of the CG model.  

1.7 The report has been produced to a common format used across all CG areas and has been 

informed by a large bank of indicators developed for all 10 CG areas. Where possible we have 

drawn on local data to supplement this analysis. 

1.8 Much of the data and analysis in this report is presented by reference to a series of 

benchmark areas to aid understanding and to draw out any distinctive features. In the case 

of the Luton CG these areas are as follows: 

• The whole of the Luton local authority area (for many population based indicators the 

measures are very similar to the CG area, but for business indicators there are 

important differences). 

• The former county of Bedfordshire (that is to say the current Bedfordshire County 

plus Luton Unitary Authority) – this is the sub-region used by EEDA. 

• Eastern Region and England. 

1.9 In addition two further local authority areas have been agreed with Luton CG partners as 

additional benchmarks: Watford and Milton Keynes. These areas have been selected as they 

represent prosperous and growing locations in the same M1 corridor area that have attributes 

to which Luton might aspire. Watford is a rather smaller and Milton Keyes a rather larger area 

in terms of population.  

1.10 Readers may find it useful to refer to the separate database of indicators prepared by 

Regeneris Consulting. The database, which has been circulated to all CG teams alongside this 

report, provides a readily accessible summary of all the data used to generate this baseline 
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report together with a series of data notes outlining sources for each variable and any factors 

which could shape interpretation. 

1.11 This baseline report should also be read in conjunction with:   

• A Land & Property Audit produced for each CG area by Jones Lang LaSalle. The Audit 

Report is designed to provide a clear understanding of the quantity and quality of the 

stock of commercial, residential and community land and property in each CG area 

and to assess the adequacy of this existing stock against potential future needs in 

each area. The work by Jones Lang LaSalle has also assessed the implications of 

existing land and property market conditions for economic development in each CG 

area.  

• A Mobile Investment report produced for six key clusters/business sectors by OCO 

Consulting. This report has been produced to help CG areas understand the major 

demand side influences on mobile investment and locational choice for these chosen 

sectors. It also assesses the competitive position of each CG area in the market for 

mobile investment.  



City Growth Phase II: Baseline Report - Luton  

A-00143 Page 5

2. Summary of Baseline Conditions 
2.1 This section summarises the key information and implications for Luton CG from this report. 

The Key Strengths and Apparent Weaknesses in the Luton CG Economy 

2.2 The key strengths are: 

• An excellent strategic location with good road (M1), rail (Thameslink) and air services 

(Luton Airport itself and access to Heathrow and Stansted). 

• The youthful population and high proportion of working age people which provide a 

significant future pool of labour in an economic sub-region which is set for major 

employment and population growth. A relatively under-used labour force, especially 

amongst Asian ethnic minority groups, providing a source of labour for employment 

growth in Luton and surrounding areas. 

• A significant minority of higher paid professional and managerial workers who live in 

the area but commute out of the area. There is potential to encourage them to use 

their talents locally and start up businesses closer to home (and avoid a daily 

commute). 

• Sector/cluster strengths in automotive, ICT, medical/pharmaceuticals. Opportunities 

to develop the transport and logistics sector. 

• Opportunities in terms of supply chain development, skills and training from the 

future expansion of London Luton International Airport 

• Strong demand for housing (low vacancy rates) and rapidly increasing house prices 

(up by over 70%, 2000-2003), although housing is still very affordable compared to 

many areas in the South East and Eastern regions. 

• Luton has its own University and an above average proportion of adults who are full-

time students – this youthful population is a source of opportunity for employers 

seeking to recruit but also in the development of a creative culture in the area. 

2.3 The key weaknesses are the: 

• High rates of crime against property – which is likely to be an issue for businesses as 

well as residents. 

• Very low rates of business density and low rates of new business start-ups (around 

300 new VAT registered business per year, 44% below the England average). If the 

business density rate across all of Luton was on par with the England average, this 

would imply an increase in the stock of VAT registered businesses of 1,175. 

• Coupled with the low start-up rates, overall survival rates are well below average for 

the region and England as a whole – this could reflect the fact that many businesses 

are operating in highly competitive local markets or lack business skills (or both). 

• Low rates of economic activity and employment amongst the important Asian 

community (who account for 20% of the CG area population) – but as noted above 

there is potentially a large untapped pool of labour here so this could be seen as a 

strength. 
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• Low wage rates and earnings levels which reflect the relatively low skilled nature of a 

lot of employment and dampen the local demand for goods and services (for some 

employers of course the low wage rates may be a competitiveness advantage). 

Average GVA per employee appears close to the national average, but this is not 

reflected in the average wages paid for employment. 

• Significant falls in private sector, “traded” employment in the CG area in recent years 

(although somewhat offset by growth at the Airport and surrounding areas). 

• Poor performance in skills levels with a large proportion of adults holding no 

qualifications at all (31.6% in 2001) and a small proportion of residents with degree 

level qualifications. 

2.4 The Luton area has been a relatively self-contained urban area (including the Dunstable and 

Houghton Regis parts of South Bedfordshire District), that has relied on traditional industries 

which have drawn on a relatively local workforce. The area has a relatively low rate of in and 

out migration and is a stable labour market. As such it lacks the dynamism of many other 

settlements in the South East around London. 

Possible themes that could, on the basis of the baseline data, feature in the 
eventual CG Strategy    

2.5 The analysis has suggested several possible themes. These are: 

• Construction based initiatives to prepare firms for future development and house 

building activity in Luton and the wider sub-region, utilising the untapped labour pool 

(of c. 10,000 people) in the CG area. 

• Linking into opportunities from the growth of the Airport. 

• Programmes aimed at increasing people’s propensity to start businesses and raising 

the business start-up rate toward the national average. 

• Projects aimed at bringing more people of Asian origin into the labour market. 

• Building on the potential offered by the youthful population and recent and likely 

future population growth. 

Possible issues/topics for further research 

2.6 The analysis has thrown up some interesting issues for further research and clear gaps in the 

knowledge base. These include: 

• Understanding the reasons for the low rate of business start-up and stock of 

businesses per head of population - is it a result of: 

 Barriers to enterprise? 

 Demand side factors (lack of a buoyant enough economy with 

opportunities)? 

 Cultural factors? 

• Understanding why there is such a low economic activity rate amongst the area’s 

Asian population and what can be done to increase it. 
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• Understanding the reasons for the low business survival rates (which vary markedly 

by sector) and are particularly low in manufacturing, hotels and catering and other 

services sectors. 

• The extent to which firms in the CG area are competitive in terms of: 

 Management skills 

 The take-up and use of ICT and other technology… 

 …the use of and investment in R&D… 

 …degree of innovation more generally 

 Access to finance – take-up of different sources of finance and whether there 

are barriers. 

There is little available data on these factors. 

• Trading patterns between firms within clusters and with surrounding areas, including 

awareness of market opportunities, especially in relation to the Airport. 
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3. Demographics and Social Conditions 

Demographics  
3.1 The CG area has a resident population base of around 167,000 (166,894 in 2001), the 

majority (over 90%) of all of Luton’s residents live in the CG area. These residents lived in 

62,115 households/homes. On average the CG area has 10% more people per household 

than the England average. Luton as a whole and the CG area have experienced above 

average population growth between the last two Censuses (see Figure 3.1). This indicates a 
growing market providing opportunities for businesses. 

3.2 The Luton CG area is characterised by high population densities (43 residents per hectare in 

2001), identical to the average for the whole of Luton (also 43) and considerably higher than 

the regional (3) and England (4) averages. Luton and its CG area are both compact urban 

areas. The population density for Luton CG area is slightly above that for all CG areas (39 

residents per hectare). 

Figure 3.1: Population Change 1991-2001 
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Source: Census 1991 and 2001 
Note: the ward based definition of the CG area changed between 1991 and 2001 so the population 
change figure for the CG area needs to be treated with caution 

3.3 There are a number of distinctive features of the residents of the CG area (see Tables 3.1 

and 3.2) relating to age and ethnicity (factors which tend to be related): 

• There is a particularly youthful population living in the CG area and Luton more 

generally. The proportions of children and young adults are in both cases well above 

the England and regional averages and both Watford and Milton Keynes. Conversely 

there are relatively few older adults and those of retirement age. This means that the 
working age population is likely to increase rather than contract (as in many other 
areas of the South East) providing a labour supply for future employers. 



City Growth Phase II: Baseline Report - Luton  

A-00143 Page 9

• In part the concentration of young people arises because of Luton’s large ethnic 

minority population. Roughly 30% of residents are from ethnic minorities (for 

England as a whole the figure is 10%); with 19% being of Asian and 6% black origin. 

These proportions are much larger than the regional or national averages or those of 

Watford and Milton Keynes. They are, however, not uncommon for other CG areas. 

The bid document rightly identifies the multicultural population of Luton as 
presenting a potential economic and business opportunity. 

 

Table 3.1 : Age breakdown of population (%), 2001 

 0-15 16-24 25-44 
45-

Retiremen
t Age 

Over 
Retiremen

t Age 
Luton CG 24.1% 13.0% 30.3% 20.7% 11.9%
Luton 23.5% 13.6% 30.3% 20.6% 12.0%

Bedfordshire 21.9% 11.2% 30.3% 23.1% 13.4%

East of England 20.1% 10.2% 28.7% 24.5% 16.5%
England 20.2% 10.9% 29.3% 23.8% 15.9%
All CG Areas 20.8% 15.7% 31.6% 19.2% 12.8%
Watford 20.6% 10.6% 34.6% 21.0% 13.2%
Milton Keynes 22.9% 11.3% 32.5% 23.1% 10.3%
Source: Census 2001  
Note: Retirement Age is defined as those aged over 64 years old.  

3.4 Although the CG area is ethnically diverse, it has a very stable population and relatively little 

migration. Just 3.8% of residents in 2001 had lived outside the local authority a year 

previously. This compared to 5.2% for England (and Milton Keynes) and 6.7% for all CG 

areas. 

 Table 3.2 : Ethnic* composition of population (%), 2001 

 White Mixed Race Asian  Black  Chinese 
and other 

Luton CG 71.1% 2.6% 19.2% 6.3% 0.9%
Luton 71.9% 2.6% 18.3% 6.3% 0.9%

Bedfordshire 88.4% 1.3% 7.3% 2.5% 0.5%

East of England 96.1% 0.8% 2.1% 0.6% 0.5%
England 90.5% 1.4% 4.8% 2.4% 0.9%
All CG Areas 74.9% 2.9% 12.4% 8.1% 1.8%
Watford 99.1% 0.4% 0.2% 0.1% 0.1%
Milton Keynes 90.7% 1.8% 3.7% 2.4% 1.4%
Source: Census 2001  
Note: * Our main ethnic groupings comprise the following sub groups (based on ONS classifications) – White 
(White British, White Irish,  White Other), Mixed Race (Mixed White and Black Caribbean, Mixed White and 
Black African, Mixed White and Asian, Other Mixed), Asian (Asian or Asian British Indian, Asian or Asian British 
Pakistani, Asian or Asian British Bangladeshi, Asian or Asian British Other Asian), Black (Black or Black British 
Black Caribbean, Black or Black British Black African, Black or Black British Other Black), Chinese (Chinese or 
other ethnic group).   
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Deprivation 
3.5 There are various ways of measuring the degree of deprivation. The most recent and 

sophisticated measure is provided by the Index of Multiple Derivation 2004. This assesses the 

degree of deprivation for very small areas (co-called Super Output Areas) and ranks these 

areas for England. On average the SOAs which cover the CG area of Luton are at the 46th 

percentile (where the 1st percentile is most deprived). The average for Luton district is 45th 

percentile and Bedfordshire averages at the 65th percentile. As the map shows there is a wide 

variation in the extent of deprivation within the Luton CG area. Out of the 121 Super Output 

Areas in Luton, 23 are in the top 20% most deprived areas in England. 

3.6 There are interesting variations across the 

Indices of Deprivation, with the Luton CG 

area performing particularly poorly on the 

domains of education/skills, 

housing/services and crime (average rank 

of the Super Output Areas being 38%, 38% 

and 35% respectively). 

3.7 Generally the health position of the 

population of the CG area is around 

average (in part reflecting the relatively 

young age profile). According to the 

Census, 10.7% of the adult population 

(aged 16-74) had a limiting long-term 

illness, compared to 11.3% for England, 

although it was rather lower in Milton Keynes (10.1%) and Watford (8.7%). 

Table 3.3: Distribution of Deprivation 
in Luton CG 

Percentile in IMD 
2004 

Super Output Areas 
in Luton CG 

% No. % 
0-10 2 2% 
10-20 17 16% 
20-30 21 19% 
30-40 14 13% 
40-50 14 13% 
50-60 15 14% 
60-70 7 6% 
70-80 10 9% 
80-90 8 7% 
90-100 1 1% 
Total 109 100 
Source: OPDM Index of Multiple Deprivation, 2004 
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Figure 5.2: Rates of Self-Employment (%), 2001 
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Source: Census 2001 
Notes: All self-employed as a % of all those in employment.  

Business Start-Up Rates 

5.5 In the Luton CG area there were just 305 VAT registrations, this represents 26 per 10,000 

adults. The start-up rate per 10,000 adults for England is considerably higher at 40 and the 

benchmarks areas have a rate nearly twice that of the CG: 50 for Milton Keynes and 49 for 

Watford. There is a serious deficit in the current trend in business formations in the Luton CG 

area. 

5.6 A closer look at the sectors in which new businesses are forming shows that they are 

concentrated in a few sectors: 

• Construction (26% of all new registrations compared to 11% across England) 

• Retail (18% compared to 11%) 

• Property and business services (34% compared to 45%) 

5.7 Luton has many fewer new start-ups in the Property & Business Services sectors than the 

national average (34% as opposed to 45% for England). This is a key knowledge sector 

which Luton is losing pace with as it continues to grow nationally. The area also has a low 

rate of start-ups in hotels and catering, 2% compared to 11% nationally. 

Business Survival Rates 

5.8 Overall 61.0% (180 of the 295 businesses that started in 1999) survived over three years, a 

rate below the England average (65.9%). Although the CG area mirrors the survival rate for 

the Luton district (61%) it falls well short of the regional average for the East of England 

(68%).  
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5.9 Survival rates in the construction, wholesale/retail and business services (which includes ICT) 

(perhaps stronger market opportunity) are actually all above the national average for those 

sectors, suggesting the CG area has a good track record in attracting the more viable 

business propositions. On the other hand survival rates in manufacturing, hotels and catering 

and other services sectors are all below the national average.  

Innovation 
5.10 To gauge the likely extent of innovation in business in Luton, we have established an 

indicator for the proportion of employees operating in private sector Knowledge Based 

Industries7. The Luton CG area has 18% of its employees working in knowledge based 

industries. This is nearly half the figure for Luton district (33%), suggesting that the CG area 

tends to cover businesses in more traditional sectors. Luton district performs well in 

comparison to the surrounding sub-region and region which have rates of 28% and 27% 

respectively (part of the reason for Luton’s strong performance is that Air Transport is treated 

as a knowledge based sector and there are a number of important knowledge based firms in 

the Capability Green development outside the CG area). The Luton CG area could set its 

sights on matching at least the national average.  To match the national figure, the CG area 

would need to undergo a significant transition in its employment base: around 4,300 

employees would need to shift from their current employment into knowledge based sectors - 

an increase of 11% points. 

                                                
7 This group has been defined as predominantly private sector employment sectors where nationally more than 
25% of the workforce is of graduate level (NVQ level 4 or equivalent or higher as of 2001). All public sector 
employment in education, health and social services and public admin has been excluded from the definition. The 
Knowledge Based employment group includes the following SIC based sectors: Oil & gas extraction (SIC 11), 
Publishing, printing, reproduction of recorded media (22), Manufacture of petroleum/nuclear fuel (23), 
Manufacture of chemicals and chemical products (24), Manufacture of office machinery and computers (30), 
Radio, TV & equipment manufacture (32), Manufacture of medical, optical and precision instruments (33), 
Manufacture of other transport equipment (35), Supply of electricity & gas (40), Water supply (41), Air transport 
(62), Financial intermediation (65), Insurance services (66), Other financial services (67), Real estate activities 
(70), Computer and related activities (72), Research and development (73), Other business activities (74), 
Activities of membership organisations (90) and Recreational, cultural and sporting activities (92). The definition 
has been extracted from work undertaken by the Local Futures group. 
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Figure 5.3: Employees in Employment in Private Sector Knowledge Based 

Industries, 2002 
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Source: ABI © Crown Copyright 
Notes: Knowledge Based Industries using Local Futures SIC based definitions  

 

5.11 To get such an increase into some perspective, the trend over recent years needs to be 

considered. In the years 1998 to 2002 the proportion of employment in knowledge sectors in 

the Luton CG area actually fell by 2% (see Figure 5.4). Over the same period, Luton district’s 

proportion rose by 27% and that of Bedfordshire rose by 17%. Although the recent trend has 

been unfavourable, the performance of the district as a whole (and in particular those parts 

outside the CG) do demonstrate that rapid change is possible. 

Figure 5.4: Change in Private Sector Knowledge Based Employment (1998-2002) 
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Source: ABI © Crown Copyright 
Notes: Knowledge Based Industries using Local Futures SIC based definitions  
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Skills 

5.12 As a complement to employment in knowledge sectors we have reviewed the levels of 
qualifications among Luton CG residents. At the higher end of the skills spectrum, 15% of 
Luton CG residents are educated to NVQ Level 48 or above. This is marginally below the 
district figure for Luton and some 5% below the England average. The Luton CG area has 
some way to go to catch up with all of the key comparators: Watford has an NVQ4+ 
attainment rate of 23% and Milton Keynes 19%. 

Figure 5.5: Qualification Levels, 2001 
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Source: Census 2001 
Notes: NVQ level 4+ means degree level qualifications or equivalent 

5.13 At the lower end of the spectrum, 32% of Luton’s residents have no qualifications. This is 
higher than the figure for Luton district (31%) and England (29%). The skills base in the 
Luton CG area is poor and needs to be stepped up if local residents are going to access 
employment opportunities in new target growth sectors.  

5.14 The Census provides an illustration of the number of students currently resident in an area: 
5% of 18-74 years olds in the Luton CG are students. This is lower than the figures for Luton 
district (5.9%) but higher than Bedfordshire, East of England and England averages. The 
Luton CG also has a higher proportion of students in its area than its two benchmarks 
Watford (3.3% and Milton Keynes (2.4%). If Luton CG can retain these students post 
graduation it should be able to maintain its advantageous number of graduate residents.  

5.15 It is reasonable to assume that the majority of students living in the CG area study at the 

University of Luton which has more than 11,400 students (9,800 at undergraduate level and 

1,800 studying for other awards). 

                                                
8 NVQ4 is a degree level standard. 
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5.16 The University of Luton has only two departments which were awarded a 4 star rating in the 

most recent HEFCE Research Assessment Exercise: Business & Management and History. No 

departments received a 5 score. 

5.17 Overall, the University of Luton ranked 72nd (out of 76 HEIs) in the total volume of teaching 

funding allocated from HEFCE – in total the University is due to receive £17.6M of teaching 

funding in 2004/05. The level of research funding is much more modest (£384,000), and 

Luton ranks 73rd out of all 76 HEIs on this measure.  This data suggests that the University is 

likely to have a limited role to play in acting as a locus for new Knowledge Based Industries. 

However, this is not to say it may not have an important role working with the business base 

to help improve skills and competitivenes and as a source of graduates who can work with 

local firms and may start businesses. 
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APPENDIX – WARDS WITHIN LUTON CG 

 

2001 Ward 
Code 

(used for 
2001 

Census) 

1991 
frozen 
wards 

(NOMIS 
data) 

1991 Ward 
Code (not 

used) 
VAT Codes Ward Name 

 09UEFD 10DMFD Caddington 
00KANB 09UBFH 10DJFH 00KAMH Icknield 
00KAMT 09UBFA 10DJFA 00KAMA Biscot 
00KAMU 09UBFB 10DJFB 00KAMB Bramingham 
00KAMW 09UBFC 10DJFC 00KAMC Challney 
00KAMY 09UBFE 10DJFE 00KAME Dallow 
00KAMZ 09UBFF 10DJFF 00KAMF Farley 
00KANA 09UBFG 10DJFG 00KAMG High Town 
00KANC 09UBFJ 10DJFJ 00KAMJ Leagrave 
00KAND 09UBFK 10DJFK 00KAMK Lewsey 
00KANE 09UBFL 10DJFL 00KAML Limbury 

 09UBFM 10DJFM 00KAMM Putteridge 
00KANH 09UBFN 10DJFN 00KAMN Saints 
00KANK 09UBFQ 10DJFQ 00KAMQ Stopsley 
00KANL 09UBFR 10DJFR 00KAMR Sundon Park 
00KAMS   Barnfield 
00KANG    Round Green 
00KANF    Northwell 
00KANM   Wigmore 
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