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1. Southampton Economic Assessment background 
 

In the wake of the EU referendum result and its potential implications for the economy, it is no surprise 

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

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

potential move towards 100% business rate retention for local authorities reinforces the need for a 

more place-based industrial strategy. This requires leaders from the public and private sectors across 

a place to 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; 

Ψ{ƻǳǘƘŀƳǇǘƻƴ Ƙŀǎ ǎǘǊƻƴƎ ŀƴŘ ǎǳǎǘŀƛƴŀōƭŜ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘΩ ƛǎ one of the four key outcomes, which 

make up the vision in the 2016-2020 Southampton City Council StrategyΦ Lƴ ŀŘŘƛǘƛƻƴΣ Ψ9ŎƻƴƻƳƛŎ 

growth with social responǎƛōƛƭƛǘȅΩ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ǘƘǊŜŜ ƪŜȅ ǇǊƛƻǊƛǘƛŜǎ ƛƴ ǘƘŜ 2015-2025 Southampton City 

Strategy, a partnership strategy that sets out the vision for the whole city. 

 

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 (TTWA). For example, the PwC 

and Demos Good Growth for Cities 2019 report ranks Southampton as the third highest ranked city 

for good growth.  

 

 
 

Although the findings of these reports provide an indication of the direction of travel, they are not 

specific to Southampton. There therefore continues to be a need for specific intelligence on the 

https://data.southampton.gov.uk/
http://www.southampton.gov.uk/images/council%20strategy%202016-20v2_tcm63-395672.pdf
http://www.southampton.gov.uk/images/southampton-city-strategy-15-25_tcm63-387730.pdf
http://www.southampton.gov.uk/images/southampton-city-strategy-15-25_tcm63-387730.pdf
https://www.pwc.co.uk/government-public-sector/good-growth/assets/pdf/good-growth-for-gities-2018.pdf
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Southampton economy to compliment wider regional analyses and to help drive strategic decision 

making on economic development. The Southampton Economic 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, skills and earnings. Some of the key findings from the latest updated report can be found 

below, whilst the full report and its subsequent updates can be found in the resources section below 

along with datasets and summary slide sets. 

 

2. Productivity and growth 
 

Productivity and growth is typically measured using Gross Value Added (GVA), which is 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 of GVA; the production approach and the income 

approach. This analysis focuses on the income approach, which defines GVA as the income made by 

employees and businesses in a form of earnings and profits/surplus. Data on GVA is published by the 

Office for National Statistics (ONS) at 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 

revisions 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% since 2016, which is higher than the 

England (3.1%), and South East (2.0%) averages. Nonetheless, GVA(i) per head of population in 

Southampton (£25,980) is still lower than the national average (£27,949), although the gap narrowed 

in 2017. GVA(i) per head is a useful way of comparing regions of different sizes and is an important 

indicator for benchmarking economic growth. 

 

 
 

https://data.southampton.gov.uk/
https://www.ons.gov.uk/economy/grossvalueaddedgva
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Between 2016 and 2017, all sectors grew in Southampton with the exception of Information and 

communication (-£25 million). The largest growth was in the Public administration, education and 

health sector (£178 million), despite a reduction of £65 million in 2016 and continued public sector 

cuts. The financial and insurance activities sector also appears to be recovering (£68 million growth) 

compared to a £24 million reduction in 2016. 

 

The Public administration, education and health sector (28.7%) and the distribution, transport, 

accommodation and food sector (21.2%) account for almost ƘŀƭŦ ƻŦ {ƻǳǘƘŀƳǇǘƻƴΩǎ ŜŎƻƴƻƳȅΦ The 

former has consistently been the highest contributor to GVA(i) in Southampton and its share has 

steadily grown from 23.1% in 1997 to 29% in 2017. wŜƭƛŀƴŎŜ ƻƴ ƎǊƻǿǘƘ ŦǊƻƳ ǘƘƛǎ ŎƘƛŜŦƭȅ ΨǇǳōƭƛŎ ǎŜŎǘƻǊΩ 

industry may be a concern for Southampton, especially if this period of austerity and funding cuts 

continue. Further information on GVA(i) and productivity can be found in the full report which can be 

downloaded from the resources section below. 

 

 
 

3. Business and enterprise in Southampton 
 

Information on the number of businesses in Southampton is available from the UK Business: activity, 

size and location annual data release from the Office of National Statistics (ONS) and from the annual 

ONS Business Demography dataset. Both datasets are produced from an extract taken from the Inter 

Departmental Business Register (IDBR), which represents the businesses registered with HM Revenue 

and Customs (HMRC) for VAT and/or Pay As You Earn (PAYE). The former examines the business 

population at the end of the financial year (snapshot), whilst the latter considers all businesses that 

ǿŜǊŜ ΨŀŎǘƛǾŜΩ ŀǘ ŀƴȅ Ǉƻƛƴǘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊΦ ¢ƘŜ hb{ ¦Y .ǳǎƛƴŜǎǎ Řŀǘŀ ǘŜƴŘǎ ǘƻ ōŜ ǳǎŜŘ ǘƻ ŜȄŀƳƛƴŜ 

trends in the number of businesses in the city, whilst the ONS Business Demography data is used to 

examine new business start-ups and business survival rates in line with ONS guidance. 

 

https://data.southampton.gov.uk/
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/bulletins/ukbusinessactivitysizeandlocation/2018
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/bulletins/ukbusinessactivitysizeandlocation/2018
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/bulletins/businessdemography/2017
https://www.gov.uk/government/statistics/guide-to-business-statistics
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In 2018, there were 6,745 businesses in Southampton. Since 2011, Southampton has had a net 

increase of 1,810 businesses, which equates to a 37% increase. This is higher than the England (30%) 

and South East (23%) averages. This growth was particularly dominated by micro enterprises (0-9 

employees), increasing by 35% between 2010 and 2018 (23% in SE). 

 

 
 

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 population. However, it may also be reflective of 

the lack of suitable premises for new businesses in the city as floorspace has declined. 

 

In addition, the growth in number of businesses in the city has started to slow (from 9.7% in 2016 to 

0.5% in 2018). This is reflective of the national trend and of the ǿƛŘŜǊ ¦Y ŜŎƻƴƻƳȅΩǎ ǊŜŎŜƴǘ 

performance, with slowing growth in gross domestic product (GDP), which increased by 1.5% in the 

2017 to 2018 fiscal year. This stagnation comes under the backdrop of heightened uncertainty about 

ǘƘŜ ŦǳǘǳǊŜ ƻŦ ǘƘŜ ¦YΩǎ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǘƘŜ 9¦Φ ¢ƘŜǊŜ ƛǎ ǎƻƳŜ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ōǳǎƛƴŜǎǎŜǎ Ƴŀȅ ƘŀǾŜ 

stayed cautious, with Confederation of British Industry (CBI), Bank of England and The Institute of 

Chartered Accountants in England and Wales (ICAEW) all reporting falling business optimism as Brexit 

draws closer.  

 

This also coincides with the Bank of England increasing the bank rate by 0.25 percentage points from 

0.25% to 0.5% in November 2017, and by another 0.25 percentage points to 0.75% in August 2018. 

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 decision of businesses to invest. 

 

The fall is due to both an increase in business deaths and a fall in business start-ups. This is reflective 

of the national trend, although for the first time since 2012 the number of deaths was greater than 

the number of births, suggesting negative growth. This is in contrast to the ONS UK Business data, 

which suggests a small growth; what we can say is that growth in the number of businesses has 

certainly slowed dramatically. 
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https://data.southampton.gov.uk/
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Business survival over the first two years appears to be 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. Survival over 

3 and 5 years is more stable, perhaps suggesting that the challenges brought about by Brexit 

(depreciation of sterling and higher raw material and import prices) may have had the greatest impact 

on businesses under two years old in Southampton. More work is required to better understand if 

particular industrial groups have been more or less affected in the city. Further information on 

business and enterprise in Southampton can be found in the full report, which can be downloaded 

from the resources section below. 

 

https://data.southampton.gov.uk/
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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 indicate whether the economy is growing or in decline, what the local 

strengths are and how significant the local changes are in comparison to other areas or against the 

regional or national average. 

 

The ONS Business Register and Employment Survey (BRES) is the official source of employee and 

employment estimates in the UK. The survey collects employment information from a sample of some 

80,000 businesses across the whole of the UK economy, allowing the analysis of workplace-based 

employee and employment estimates by detailed geography and industry, full-time or part-time 

workers and by public or private sector businesses. However, it should be noted that BRES does not 

cover the very small businesses neither registered for VAT nor Pay-As-You-Earn (PAYE), which make 

up a small part of the economy. 

 

In 2017, there were just over 110,000 workers employed in Southampton. Between 2011 and 2015 

there was a net increase of approximately 11,230 jobs in Southampton, which, in part, is reflective of 

the increased number of businesses in the city. Many of these jobs were part-time and potentially less 

stable temporary employment. 

 

 

 

https://data.southampton.gov.uk/
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/businessregisterandemploymentsurveybresprovisionalresults/provisionalresults2017revisedresults2016


 

 

S
o

u
th

a
m

p
to

n
 S

tr
a

te
g
ic

 A
ss

e
ss

m
e

n
t:
 J

S
N

A
 B

a
ck

g
ro

u
n
d
 

ς 
O

ct
o

b
e

r 
2
0
1

8 

9 

 

 

Email: strategic.analysis@southampton.gov.uk  

Website: https://data.southampton.gov.uk  

Southampton Strategic Assessment: 

JSNA Background 

October 2018 

Intelligence & Strategic Analysis Team 

Southampton City Council, 1st Floor, Municipal Block ς West,  

Civic Centre, Southampton, SO14 7LT 

 
 

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 3.1%. The majority of job losses were part-time 

(2,669), a reduction of 8%, potentially demonstrating the instable nature of some of the part-time job 

creation post-recession. The public sector was most affected (7.5% reduction) with continued 

austerity and funding cuts. However, the private sector also reduced by 3.6% over the same period. 
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Despite this, the 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 University Hospital 

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 physically located 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 Portsmouth (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 adult. Further information on 

employee jobs in Southampton can be found in the full report, which can be downloaded from the 

resources section below. 

 

 
 

5. Labour market, skills and qualifications 
 

As well as the considering the number and makeup of businesses and jobs in Southampton, it is 

important to unŘŜǊǎǘŀƴŘ ƛƴ ŘŜǘŀƛƭ ǘƘŜ ŎƘŀǊŀŎǘŜǊ ƻŦ {ƻǳǘƘŀƳǇǘƻƴΩǎ ǊŜǎƛŘŜƴǘ ǿƻǊƪƛƴƎ ŀƎŜ ǇƻǇǳƭŀǘƛƻƴΤ 

ƴƻǘ ƭŜŀǎǘ ōŜŎŀǳǎŜ ǘƘƛǎ ƛǎ ƳŀǘŜǊƛŀƭƭȅ ƛƳǇƻǊǘŀƴǘ ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ǘƘŜ ŎƛǘȅΩǎ ǿƛŘŜǊ ŜŎƻƴƻƳƛŎ ǇǊƻǎǇŜŎǘǎΦ 

 

https://data.southampton.gov.uk/









