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1. Southampton Economic Assessmdrackground

In the wake of the EU referendum result and its potential implications for the ecoribiswo surprise

that the government is placing renewed focus on driving growth. The government has emphasised

that no cities or regions should be left behind wheradimes to local growth. This together with a

potential move towards 100% business rate retention for l@zdhoritiesreinforces the need for a

more placebased industrial strategy. This requires leaders from the public and private sectors across

a place b develop a clear vision for growth, based on good local data and intelligence, to foster
sustainable, long term prosperity. Growth is also critical in order to improve outcomes for local people;
W{2dzOKI YLXi2y KlIa adNRy3 I ydie dittzfaut kkygitcamesSwhisiO2 y 2 Y A (
make up the vision in th€0162020 Southampton City Council Stratdgy LY F RRAGA 2y S WY
growth with socialrespoh A 0 A f AG &8 Q Aa 2y S 2 F20I6R085 SoHsdBpfon Git &  LINA
Strategy a partnership strategshat sets out the vision for the whole git

There have been a number of reports on the local economy in recent times, but most focus on the
Hampshire Economic Area or the Southampton Travel to Work Area (TFér/Axample, the PwC

and Demos Good Growth for Cities Z®report ranks Southampton as the third highest ranked city
for good growth.

N
@ gggm copyright and database rights 2018-Ordnance Survey 100019679

Althoughthe findings of these reports provide an indication of the direction ofetathey are not

specific to Southampton. There therefore continues to be a need for specific intelligence on the
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Southampton economy to compliment wider regional analyses and to help drive strategic decision
making on economic development. The SouthammpEonomic Assessment is intended to provide a
baseline as to the strength of the Southampton economy, based on the administrative boundary of
the local authority. It considers productivity and growth, business and enterprise, the job market,
employment, &ills and earningsSome of the key findings from the latest updated report can be found
below, whilst the full reporandits subsequent updates can be fouimdthe resources sectiobelow

along with datasets and summary slide sets.

2. Productivity andgrowth

Productivity and growth is typically measured usBrgss Value Added (G)/Avhichis one of the key
economic indicators. It measures the performance of each individual producer or industry and their
input to the economy. There are two measures@¥A; the production approach and the income
approach. This analysis focuses on the incamperoach, whictdefines GVA as the income made by
employees and businesses in a form of earnings and profits/suipata. on GVA is published by the

Office for National Statistics (ON&) the end of each calendar year. It is available at various
geographical levels and by various industry groups. Each time data is published, ONS also publishes
revisiors to past data; this means that values for a particular year may differ in different publications.

Overall,economic growth in Southampton appears to be healthy. The Southampton economy was
estimated to be worth £6.6 billion in 2017, an increase of 6.8% £8&6, which is higher than the
England (3.1%)and South East (2.0%) averages. Nonetheless, GVA(Depdr of population in
Southampton (£25,980) is still lower than the national average (£27,949), although the gap narrowed
in 2017. GVA(iper head is a useful way of comparing regions of different simess an important
indicator for benchmarking econdmgrowth

Gross Value Added (GVA) at current basic prices:
Southamptontrend 1997 to 2017 (provisional)
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Source: Office for National Statistics. * Data for 2017 is provisional
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Between 2016 and 2017]lasectors grewin Southamptonwith the exception ofinformation and
communication(-£25 million) The &rgest growth was in th&ublic administration, education and
health sector(£178 million), despite a reductiorf 865 million in 2016 and continued public sector
cuts. The financial and insurance activities se@tsoappears to be recovering (£68 million growth)
compared to a £24 million reduction in 2016

The Public administration, education and healsiector (28.7%)and the distribution, transport,
accommodation and foodector (21.2%)account for almosK I f ¥ 2 F { 2dzi KI Th&Ji 2 y Q&
former has consistently been the highest contributor to GVA(i) in Southampton and its share has
steadily grown from 23.1% 97 t0 29% in20Aw St A yOS 2y 3INRSIGK FNBY (KA
industry may be a concern for Southampton, especially if this period of austerityfunding cuts

continue Further information on GVA(i) and productivity can be found in the éplbrt which can be
downloaded from the resources section below.

Gross Value Added (GVA) at current basic prices by SICO7 Industry: m Agriculture, mining electricity,
Southampton trend 1997 to 2017 gas, water and waste
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3. Business and®erprise in Southampton

Information on the number of businesses in Southampton is available frordihBusiness: activity,
size anddcationannual data release from the Office of National Statistics (ONS) and from the annual
ONSBusiness Demograpluataset. Both datasets are produced from an extract taken from the Inte%
Departmental Business Register (I B#ichrepresents the businesses registered with HM Revenué%
and Customs (HMRC) for VAT and/or Pay As You Earn (PAYE). The former examines the bﬂsmess
populatlon at the end of the fmanmal year (snapshot), whilst the latter considers all businesses lﬁ:at
GSNBIWPSQ i ye LRAYG RdNAYy3a GKS &SI N® ¢KS h b {
trends in the number of businesses in the city, whilst the ONS Business Demography data is uséd to
examine new business staups and business survival rates in hmigh ONS guidance

nt: JSNA BackgipOuatbber 2018
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In 2018, there were 6,745 businesses in Southampton. Since 2011, Southampton has had a net
increase of 1,810usinesses, whicbquates to a 37% incrsa. This is higher than the England (30%)

and South East (23%) averages. This growth was particularly dominated by micro enterpises (0
employees), increasing by 35% between 2010 and 2018 (23% in SE).

Number of VAT and/or PAYE based business enterprises in
Southampton: 2010 to 2018
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Source: UK Businesses, Office for National Statistics

Despite these increases, business density (per head of population) remains much lower than the
England average (389 per 10,000 compared to 663). This may be reflective of the local industry profile
(large public sector employers) and a large student pdpniaHowever, it may also be reflective of

the lack ofsuitable premises for new businesses in the agyfloorspace has declined.

In addition, the growth in number of businesses in the city has started to slow (from 9.7% in 201§to
0.5% in 2018). This reflective of the national trend and of thé A RSNJ 'Y SO2y2YeéeQa
performance, with slowing growth in gross domestic product (GDP), which increased by 1.5% incthe
2017 to 2018 fiscal year. This stagnation comes under the backdrop of heightenethurtgeabout
0KS FdzidzNB 2F GKS ! YQa NBflIGA2YAKALl ¢A0K GES 9!
stayed cautious, with Confederation of British Industry (CBI), Bank of England and The Institu%’ of
Chartered Accountants in England and WaleAEMY) all reporting falling business optimism as Brexj§
draws closer. <

%
This also coincides with the Bank of England increasing the bank rate by 0.25 percentage pointszrom
0.25% to 0.5% in November 2017, and by another 0.25 percentage points to 0.75%ust 2001.8. 3
While an increase in the bank rate can deter the creation of smaller businesses because of an increase
in cost of borrowing, the bank rate remains historically low and a small increase in the cost%of
borrowing may not heavily change the decis@rbusinesses to invest.

ategic As

The fall is due to both an increase in business deaths and a fall in businesgstarhis is reflective
of the national trend, although for the first time since 2012 the number of deaths was greater than
the number of birthssuggesting negative growth. This is in contrast to the ONS UK Budatass S
which suggests a small growth; what we can say is that growth in the number of businesses gas
certainly slowed dramatically.

r
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Business births and deaths per 10,000 residents (aged 16-64):
Southampton and comparator areas: 2017
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Source: Office for National Statistics -

Business Demography

Business survival over the first two years appdarde an issue in Southampton. Having had a
relatively good business survival rate over the first and second year of trading, Southampton has seen
a dramatic reduction in 2017. This is most prominent in the two year survival figures which have fallen
from 77% in 2016 to 65% in 2017, a rate which is the lowest amongst comparator areas. Surviva@ver
3 and 5 years is more stable, perhaps suggesting thatcttelenges brought about by Brexit
(depreciation of sterling and higher raw material and import piicaeay have had the greatest impact &
on businesses under two years old in Southamptdore work is required to better understand if
particular industrial groups have been more or less affected in the Eityther information on
business and enterprise iro@hampton can be found in the fuleport, whichcan be downloaded
from the resources section below.
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Survivability of new enterprises, in 2015, over 2 years
(2017): Southampton and ONS Comparators
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Source: Office for National Statistics Percentage of enterprises surviving 2 years

4. Employee jobs

The number of employee jobs is one of the main indicators of the state of the economy. The changes
in employee numbers may indicatghether the economy is growing or in decline, what the Iocajﬁ
strengths are and how significant the local changes are in comparison to other areas or againsgthe
regional or national average. @

The ONS Business Register and Employment SUBR¥ES) is the official source of employee an
employment etimates in the UK. The survey collects employment information from a sample of so
80,000 businesses across the whole of the UK economy, allowing the analysis of webkgiede
employee and employment estimates by detailed geography and industrytjmdl or parttime
workers and by public or private sector businesses. However, it should be noted that BRES doe% not
cover the very small businesses neither registered for VAT neA&dguEarn (PAYE), which makez

up a small part of the economy.

e

A Backgmp8utbbe

In 2017 there were just over 110,000 workers employed in Southampietween 2011 and 2015
there was a net increase of approximately 11,230 jodsdathampton, whichin part, is reflective of
the increased number of businesses in the city. Many of these jobes peettime and potentially less
stable temporary employment.

Southampton Strategic Assessmen
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Number of employee jobs trend in Southampton: 2011 to 2017 (provisional)
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PAYE only and VAT registered and are not directly comparable with previous years

However, between 2015 and 2017 there was a net loss of 5,090 jobs, a reduction of 4.4%. In contrast,
the number of employee jobs across England grew by 3Th&majority of job losses we parttime

(2,669), a reduction of 8%, potentially demonstratihg instable nature oome ofthe parttime job
creation postrecession The public sector was most affected (7.5% reduction) with continued
austerity and funding cuts. However, the prigatector also reduced by 3.6% over the same period.

Employee jobs by broad industrial sector in
Southampton: 2017 (provisional)
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Source: Business Register and Employnsemvey (BRES)
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Despite thisthe public sector continues to be a major employer in the city, with 21% of all jobs. Health,
retail and education sectors are the largest employers in Southampton, with the Univeosipjtad
Southampton (11,500) and the University of Southampton (5,000) being the largest single employers.
Further work is needed to fully understand these changes and whether all of the job losses attributed
to Southampton actually relate to jobs physlgdbcated in the city or whether this is an artefact of
where head/regional offices are located

Unsurprisingly, Southampton continues to be a key employment centre in Hampshire, with a job
density of 22.1 jobs per hectare, although this is below Pootgim (26 jobs per hectare). In terms of

the number of jobs per head of population, Southampton continues to be below the national average
and the lowest amongst comparator areas at 0.64 jobs per working age Bdtther information on
employee jobs in Sghampton can be found in the futeport, whichcan be downloaded from the
resources section below.

5. Labour market skills and qualifications
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