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Cabinet
9 November 2016

Enterprise Zones in the Heart of the South West – Exeter and East Devon Enterprise 
Zone

Report of the Head of Economy, Enterprise and Skills

Recommendation that:  
(a) Cabinet note the resolutions made by Corporate Services Scrutiny Committee 

on the 27 June 2016;
(b) Cabinet note the further analysis that has been undertaken to demonstrate the 

financial case for introducing an Enterprise Zone in East Devon;
(c) Cabinet delegate authority to the Chief Executive to sign the Memorandum of 

Understanding with Government;
(d) Cabinet delegate authority to the County Treasurer and the Head of Economy, 

Enterprise and Skills to agree the final Business Rates Relief policy;
(e) Cabinet delegate sign off of the Implementation Plan to the Head of Service for 

Economy, Enterprise and Skills, in consultation with the Cabinet Member for 
Economy, Growth & Cabinet Liaison for Exeter, and delegate sign off of 
governance arrangements to the County Solicitor.

1. Summary

This report sets out the further work that has been undertaken since Corporate Services 
Scrutiny Committee considered the potential implications of an Enterprise Zone in East 
Devon as a spotlight review on the 27 June 2016.

This report provides an update on progress towards an operational Enterprise Zone (EZ) in 
East Devon covering Growth Point sites, and seeks delegated authority to sign a 
Memorandum of Understanding with Government and to progress governance 
arrangements and an implementation plan. Signing a Memorandum of Understanding with 
Government is a prerequisite to the Zone becoming operational.  The report also 
demonstrates the financial case for establishing such a Zone, risks and benefits.

2. Background/Introduction

On the 25 November 2015 the then Chancellor of the Exchequer confirmed as part of the  
Autumn Statement that the proposed Enterprise Zone submitted by the Heart of the South 
West Local Enterprise Partnership (LEP) had been successful along with another 18 Zones 
across the UK.  This announcement did not immediately confer operational Enterprise Zone 
status.  Further work was needed to develop a detailed business case and agree specific 
arrangements, not least future governance arrangements.

This work has now been undertaken in relation to the four sites within East Devon District 
(Skypark, Science Park, Cranbrook and Airport Business Park extension) that will make up 
the Exeter and East Devon Enterprise Zone.  This paper sets out the main ingredients of this 
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work and details the decisions that will need to be taken to allow the Zone to become 
operational.

Corporate Services Scrutiny considered a paper (EE/16/10) in June that set out the potential 
benefits of introducing an Enterprise Zone for the four sites located within East Devon.  
These included a range of incentives to attract business occupiers including a 5 year 
business rate reduction funded by HM Treasury.

The paper emphasised that the EZ designation had the potential to capitalise on existing 
economic development initiatives and accelerate the delivery of key strategic sites in the 
Growth Point area.  EZs are considered useful tools for attracting inward investment and 
supporting the development of new jobs and businesses.  They are also helpful in supporting 
sustainable growth of cutting edge technology and developing centres of excellence. 
Another key benefit is the introduction Local Development Orders (LDOs) to support 
planning decisions.

Of particular importance was the requirement of EZ status that whilst East Devon District 
Council (EDDC) remains the collecting authority, the uplift in business rates should be 
reinvested in to supporting growth locally in conjunction with the Heart of the South West 
LEP.  A significant dimension to resolve was therefore how this uplift would be reinvested for 
the benefit of the whole of Devon.

The Corporate Services Scrutiny Committee resolved:
(a)that the Committee tentatively supports the proposals for an East Devon & Exeter 
Enterprise Zone, in particular, the potential to drive the local economy, notwithstanding 
its concerns over the lack of financial assistance from Government and the role of the 
Local Enterprise Partnership in the Governance arrangements, and the unequal 
application of methods to stimulate growth throughout the County; and
(b)that, in light of (a - above), the Committee strongly believes that robust Governance 
arrangements will be key in this proposal and recommends that Cabinet satisfies itself 
that such arrangements are in the best interests of both the County Council and East 
Devon District Council. (Minute *4, 27 June 2016 refers). 

Corporate Services Scrutiny also discussed the importance of avoiding direct displacement 
of businesses from other areas of Devon to the EZ.

3. Business rate uplift

Considerable work has been undertaken over the course of the last 6 months to model 
potential business rate revenues for the term of the EZ designation.  As far as possible this 
has sought to establish the counter factual position – what the difference is between having 
and not having an EZ designation in terms of delivery of floor space and business rate 
income.

The Government has recently completed a consultation entitled ‘Self-sufficient local 
government: 100% business rates retention’.  It is clear that business rate revenues will form 
an essential ingredient of the future local government business model.  Whilst the 
Government’s response to this consultation is not currently known, it is likely that the future 
regime will include some form of continuation of the existing top-up and tariff regime and, 
critically, periodic resetting of the business rate baseline, for example every three to five 
years.

The significant difference with the EZ designation is that the totality of the uplift in the 
business rates is ring fenced for the entire 25 year term of the designation.  This creates the 
potential for a ‘win-win’ scenario where not only is the overall business rate uplift greater (in 



that it is not periodically reset) but these revenues are also generated more quickly, for 
example because of the attractiveness of  Her Majesty’s Treasury (HMT) funded incentives 
or through investment in enabling site infrastructure to overcome barriers to the delivery of 
new employment space. 

This scenario has been modelled in detail and is illustrated graphically above.

This analysis has been undertaken in conjunction with the s.151 officers from both East 
Devon District and Devon County Councils.  It illustrates the growth in business rate 
revenues which peak at almost £10m per annum. The analysis demonstrates prima facie 
that there is a persuasive financial case for pursuing the EZ designation.  This is subject to 
the significant caveat of understanding the governance arrangements for how the uplift in 
business rate revenue will be invested/deployed.

4. Memorandum of Understanding

Attached at Appendix 1 to this paper is a proposed Memorandum of Understanding (MoU) 
with Government.  For the EZ proposal to progress this needs to be signed and it is a 
specific recommendation of this paper that authority to do this is delegated to the Chief 
Executive.

The MoU covers the main terms and conditions attaching to the Zone.  The most important 
issue that the MoU deals with is that of governance arrangements – essentially how 
investment decisions will be made.  There are four main stakeholders to consider:

 The Local Enterprise Partnership – the bid for EZ status had to be through the LEP 
and it is an expectation of Government that whilst the Council remains the collecting 
authority, the uplift in business rates should be reinvested in to supporting growth 
locally in conjunction with the Heart of the South West LEP.

 Devon County Council – DCC would benefit from 9% in the growth in business rates 
if there were no EZ designation.  DCC is also the landowner at Skypark and holds 
the land at the Science Park on behalf of the Science Park Company.

 Devon and Somerset Fire and Rescue Service – this Service would benefit from 1% 
of the uplift in business rates if there were no EZ designation.  Devon and Somerset 
Fire and Rescue Service have indicated that they are happy with the EZ proposal.



 East Devon District Council – EDDC would benefit from 40% of the uplift in business 
rates if there were no EZ and is therefore the most significant financial stakeholder.

MoU documents will also be signed for two other EZ locations in the LEP area at Huntspill 
site near Bridgwater by Sedgemoor District Council and Somerset County Council, and 
Oceans Gate, Plymouth by Plymouth City Council. These MoU documents are identical for 
the three EZ proposals within the LEP area.

The LEP Board originally took a decision towards the beginning of the year to adopt a light 
touch approach towards governance arrangements whereby the LEP would only receive 
monitoring reports on activity in the three EZs in the Devon and Somerset area.  However a 
follow up paper in September set out a more assertive approach whereby investment 
decisions would also be taken by the LEP’s Strategic Investment Panel.  This is set out in 
the diagram below;
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These arrangements do not ascribe specific proportions, in terms of the financial uplift, to 
individual organisations.  Instead this is treated as a single pot.  However as a result of 
negotiations over the course of the last 6 weeks two important principles have been 
established as follows: 

 That the first call on revenues will be site enabling infrastructure – this being required 
to unlock the business rate revenues in the first instance; 

 That the Local Authorities would be no worse off than if an EZ was not in place.  

As landowner of Skypark and Science Park, DCC have a role in ensuring these sites benefit 
from potential funding available.  The EZ will enable further infrastructure development, 
potential LDO and a marketing differentiator, making these sites more attractive to potential 
occupiers, potentially benefitting DCC in terms of improved capital receipts.  As above, DCC 
needs to ensure the rest of Devon is not negatively impacted by the Enterprise Zone.  The 
joint development of the implementation plan will mean DCC works with the LEP and EDDC 
to allocate the uplift generated across the LEP area, including to develop other business 
space in Devon, for example through our Workhubs programme or by enabling further 
infrastructure investment in our strategic employment sites elsewhere in the County.

Together these two principles are considered to provide appropriate safeguards for the 
Council and to enable the MoU to be signed.  The MoU also includes provisions for a review 
of arrangements in 2020.  The timing of this is to coincide with the introduction of the new 



business rates regime and provides check and balance in terms of the ensuring that the 
designation meets the Council’s objectives.

5. Business Rates Policy

One of the issues raised by Corporate Services Scrutiny in relation to the initial EZ paper in 
June 2016, was the potential for displacement – essentially the potential for the Zone to 
unbalance the playing field by creating a set of incentives for businesses to locate in one 
part of Devon only.  This is a very legitimate concern and in order to manage this, a 
Business Rates Relief policy has been developed.  This is contained at Appendix 2 to this 
report.

A specific provision of the policy in relation to potential business rate relief is as follows:

 If the business was previously located elsewhere within the Devon County Council 
area and is a relocation for purposes of growth/expansion, evidence is provided to 
prove that no appropriate expansion space was available at the previous site.

This will provide controls on the relocation of businesses to those that are genuinely 
expanding.

The proposed policy also includes provisions for discretionary rate relief for businesses 
already within the Zone.  This would apply where a business is seeking to:

 Occupy larger premises;
 Increase the permanent workforce within the business;
 Increase the turnover of the business;
 Relocate to support another organisation/business also located within the Enterprise 

Zone (e.g. to reduce transport activity between sites, support the aims of the 
Enterprise Zone, etc.)

The policy is considered to provide robust measures to ensure that the EZ helps to foster 
genuinely new growth and business expansion rather than to create artificial incentives to 
shuffle existing economic activity around the County (or indeed East Devon).  It is a specific 
recommendation of this paper that the final Business Rates Relief policy be agreed to be 
delegated to the County Treasurer and the Head of Economy, Enterprise and Skills.

6. Implementation Plan

The critical document that will determine how the EZ works in practice is the Implementation 
Plan.  This is currently being developed. The proposed areas that this would seek to cover 
include:

 Delivery programme – proposed schedule of works for each of the sites including 
cost of delivery and funding required.

 Sector support – where appropriate to develop specific business sector proposals to 
attract new inward investment and knowledge based employment opportunities.

 Business rate income – an overview of floor space delivery by year with forecast of 
business rate income.

 Governance arrangements – a detailed overview of how the governance 
arrangements will work within the Exeter and East Devon EZ, and with the other EZs 
in the LEP area.

 Monitoring and reporting – a detailed programme of monitoring the outputs (floor 
space delivery, jobs growth and business rate uplift) within the designated EZ.



Of particular importance are the investment decisions that will need to be taken to help bring 
the sites forward. The Implementation Plan is currently looking at a detailed programme of 
works for the first three years focusing on infrastructure improvements, sector support 
including business development and promotion and the introduction of Local Development 
Orders to fast-track planning, to support the acceleration of business relocations and new 
business growth.

Due to the fact that the income from business rates takes a considerable period of time to 
accumulate there is an outstanding question of borrowing against future income to bring 
forward the timing of infrastructure improvements for example.  This is currently being 
explored by East Devon District Council, with support from Devon County Council. Devon 
County Council is currently unable to borrow.

A financial overview of potential income and uplift is contained at Appendix 4.

The MoU sets out that the Implementation Plan will be signed off in consultation with the 
LEP.  Over the next few months the Plan will be further developed in conjunction with local 
partners.  It is recommended that it is delegated to the Head of Economy, Enterprise and 
Skills in consultation with the Cabinet Member for Economy, Growth and Cabinet Liaison for 
Exeter to sign off the Implementation Plan in early 2017, before the Zone becomes 
operational and governance arrangements are considered and approved by the County 
Solicitor.  A draft programme of work is attached at Appendix 3.

The Department of Business, Energy and Industrial Strategy (BEIS) are launching a grant 
funding stream to support the development of Enterprise Zones.  This will be worth circa 
£50k and will fund consultant support for the Implementation Plan and Local Development 
Orders. EDDC and DCC are expected to bid into this funding stream to help progress works.

7. Conclusion

Enterprise Zone status has the potential to support the accelerated delivery of economic 
growth.  The further work that has been undertaken over the course of the last 6 months has 
demonstrated that there is a strong financial case for introducing the Zone.  The provisions 
of both the MoU, including its financial safeguards, and the Business Rates Relief policy will 
provide a robust framework for ensuring that the designation meets the objective of ensuring 
the accelerated delivery of genuinely new economic activity.  As landowner DCC will also 
potentially benefit from increased capital receipts in the EZ area and an ability to generate 
additional revenues to reinvest in employment space in other areas of the County.

8. Financial Considerations

The adoption of an Enterprise Zone has many advantages, in particular attracting new 
business to Devon and helping to grow the Business Rate base.  The financial concern is 
that government funding for local authorities will predominately be business rate income to 
finance core service delivery; income from business within the Zone will be directed to 
priorities related in the first instance to the EZ in conjunction with East Devon District Council 
and the LEP and used on predefined outcomes, which in the main are unlikely to be core 
service delivery costs for this Council.  The preparation work required and identified in this 
report will consider the direct financial implications to the authority in order for members to 
be fully informed before decisions are made.  We aim to proceed with progressing the EZ 
under the assumption that Government continues to operate on the basis that Devon County 
Council will be financially no worse off.



9. Environmental Impact Considerations

All works undertaken within, or as a result of Enterprise Zone status will be subject to 
statutory Environmental Impact Assessments (EIA) and Habitat Regulation Assessments 
where required. Should any Local Development Order (LDO) be progressed as part of 
Enterprise Zone status this does not grant permission, or exemption from any EIA 
requirements, but development requiring an EIA can be excluded from within an LDO.

10. Equality Considerations

This proposal is expected to have a low impact upon equalities.  DCC will fully explore 
potential impacts and mitigations of equality through the Implementation Plan for the Zone.

11. Legal Considerations

The legal implications are adequately addressed within the report.  Further involvement from 
the legal department and County Solicitor will be required when detailed consideration is 
given to the future governance arrangements, as well as to the content of the Memorandum 
of Understanding.

12. Risk Management Considerations

The proposed Enterprise Zone is a long term designation which will last for 25 years.  The 
Government has recently consulted on proposals to introduce local retention of business 
rate growth from 2019/20 which in turn will underpin the future financing of local government.  
The scale of the potential uplift in business rate revenues over the 25 year period is very 
substantial as detailed in this paper.  The financial risk is that future business rates growth 
would not be available to the Council. 

Negotiations on the development of the MoU have sought to manage this risk, notably 
through the establishment of the principle that the Local Authorities will be no worse off 
financially than if the Zone had not been introduced. Additionally, signatories to the MoU 
intend to commence a review of the MoU in light of future developments in the regulation of 
business rates policy, their retention and distribution at both the national and local levels and 
the evolving government devolution agenda by 1 June 2019. (Appendix 1: MOU Appendix 1 
to Schedule 3).

13. Public Health Impact

There are no known public health implications. This proposal would support positive health 
and wellbeing outcomes through the creation of new high quality and sustainable 
employment opportunities, including in Cranbrook and the Implementation Plan will also 
consider wider support for skills attainment working towards an inclusive economy. 

14. Options/Alternatives

Should DCC decide to not support signing the agreement, as a partner, this would prevent 
the establishment of an Enterprise Zone in Devon and the loss of the associated benefits, for 
which there may be future economic development; timing of infrastructure delivery and 
resultant public relations impacts. Whilst the introduction of LDOs would still be possible the 
overall package available to attract and accelerate new investment would be lost, there 
would also be reputational damage to the authority locally with District partners and the 
Local Enterprise Partnership, and with Government. With EZs proceeding in Plymouth and 
Somerset it would also a give a wider negative message that Devon is less welcoming to 



new investment and a less competitive business location. This may additionally impact upon 
future investment decisions by Government.   

15. Reason for Recommendation/Conclusion

Reason for accepting the recommendations: Value for Money; cost implications, public 
interest.

Keri Denton
Head of Economy, Enterprise and Skills

Electoral Divisions:  All in East Devon and Exeter

Cabinet Member for Economy, Growth and Cabinet Liaison for Exeter:  Councillor Andrew 
Leadbetter

Chief Officer for Communities, Public Health, Environment & Prosperity:  Dr Virginia Pearson

Local Government Act 1972: List of Background Papers

Contact for enquiries:  Jamie Evans

Room No.  Lucombe House, County Hall, Exeter.  EX2 4QD

Tel No:  (01392) 383000
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