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1.

1.1

Introduction

The Partnership for Urban South Hampshire (hereafter PUSH) was formed in 2003 and
includes eleven local authorities and a number of other key delivery partners such as SEEDA,
the SFA, Business Link and Job Centre Plus.

In January 2007 PUSH published a summary document® which set out the results of a
substantial economic research and scenario development exercise undertaken over the
period 2004-2006. This formed part of the evidence base submitted to the Examination in
Public of the South East Plan and was central to the development of the South Hampshire
sub-regional strategy within said Plan. The economic development evidence base has also
been used to inform the PUSH Economic Development Strategy, Multi-Area Agreement and
other documents and actions.

As the end of the first five year period approaches, and following what is generally recognised
as one of the most severe post WW2 recessions, it was deemed appropriate to update the
economic development evidence base, refresh the growth targets and update the Economic
Development Strategy to ensure a robust basis for further activity and appropriate action to
respond to the challenges brought about by the recession.

DTZ and Oxford Economics were commissioned in autumn 2009 to update and refresh the
PUSH economic development evidence base and strategy, including an assessment of the
impact of the recession on the sub-region.

This document sets out the updated economic development evidence base. This draws on
official statistics, a range of research documents commissioned by PUSH and partners since

the last evidence base, consultations with a broad range of stakeholders® and the outputs of
economic modelling undertaken by Oxford Economics.

Document Structure

The document is structured as follows:
Section 2 provides a brief commentary on the economic performance of the sub-region since
the initial evidence base was developed, including an assessment of the headline implications

of the credit crunch and ensuing recession.

Section 3 provides an assessment of the labour market in South Hampshire including
participation, skills and occupations.

Section 4 provides an assessment of the industrial structure of South Hampshire and
assesses the performance of sectors in the economy.

Section 5 provides an assessment of business and innovation in South Hampshire.

! South Hampshire Economic Drivers and Growth: Combined Report, DTZ on behalf of Partnership for Urban South
Hampshire, January 2007.
2 Many of these consultations were undertaken by Centre for Cities as part of a concurrent research project.
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1.2

Section 6 provides an assessment of demographics and deprivation in South Hampshire.
Section 7 provides a summary of the key issues arising from the evidence.

This document will sit alongside a second paper on scenario development and testing.
Definitions and Benchmarks

The PUSH area is defined as the entirety of Portsmouth, Southampton, Havant, Gosport,
Fareham and Eastleigh Unitary/Local Authority areas and parts of East Hampshire,
Winchester, Test Valley and New Forest Local Authority areas. The geographic definition was
initially developed as part of research into functional economic areas and housing market
areas for SEERA® and refined as part of the initial economic drivers and growth research.
Appendix 1 provides a detailed definition of the sub-region.

Figure 1 illustrates the sub-region. When considering internal variations PUSH is sub-divided
into the cities (Portsmouth and Southampton), urban boroughs (Havant, Gosport, Fareham
and Eastleigh) and rural fringe (parts of Winchester, East Hampshire, Test Valley and New
Forest), as in the first evidence base. Variations at local/unitary authority level are also
considered to highlight issues of note. This is particularly pertinent for the rural fringe when
considering datasets that are not provided below the local/unitary authority level. In some
cases the parts of the districts outside PUSH influence the entire district data. In general,
where data is not available below the local/unitary authority area PUSH is approximated to the
six district/unitary authority areas wholly included within South Hampshire. Wherever possible
PUSH is benchmarked against Hampshire, South East England and GB.

Figure 1 Map of PUSH Sub Region
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® |dentifying the Local Housing Markets of South East England, DTZ on behalf of English Partnerships, SEERA and
the South East Regional Housing Board, October 2004.
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2.

2.1

2.2

Headline Economic Performance

This section of the report provides a brief assessment of a range of headline performance
indicators for the PUSH economy.

Summary

i The GVA gap between South Hampshire and the South East identified in the previous
evidence base remains, although there is some evidence that the gap narrowed slightly
through the early 200006s.

i GVA has fallen as a result of the recession with 2009 output of the economy below 2006
levels.

T GVA per capita gap between South Hampshire and South East persists at 10% and after a
slight narrowing the gap has started to widen again.

i GVA per worker (labour productivity) is lower than the South East but some evidence of
gap closing since mid 20006s

i Total Employment growth 1998-2008 in PUSH slightly below SE and GB levels.
Employment data is subject to a lag and so the effects of the recession are not yet seen.

i Very different patterns are evident in employment performance between the cities, which
have seen falls in employment, and the urban boroughs and rural fringe, which have both
experienced growth ahead of the regional and national averages.

i Economic activity and employment rates persist below the SE levels but above GB. Lower
levels of labour market participation in the cities are the most significant issue.

i Poorer GVA performance in PUSH continues to be caused by both lower levels of
productivity and lower employment rates.

Gross Value Added (GVA)

GVA is a measure of economic output frequently used to assess regional and sub-regional
economies. As of 2009, GVA generated in the PUSH area is estimated to be £17.8bn, down
on the 2008 estimate of £18.7bn. The impact of the recession has been to reduce GVA to
below 2006 levels. However, in total GVA is 28% higher in 2009 than 1997.

Table x: Total GVA in PUSH

[ 2005 2006 2007 2008 2009

PUSH £17.4bn £18bn £18.5bn £18.7bn £17.8bn
Source: OEF

Looking at indexed GVA growth of PUSH and the SE it is apparent that the SE has seen
faster overall GVA growth than PUSH. GVA has grown by 34% in the SE over this period, in
comparison to 28% in PUSH. However, since approximately 2004 the GVA gap between
PUSH and the SE has remained relatively unchanged.
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2.3

Figure X: Indexed Change in GVA, PUSH and SE
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GVA per Capita

GVA per capita provides a helpful comparative measure of economic output as it is linked to
the scale of the resident population. In 2009 GVA per capita in PUSH is estimated to be
£17,100, having fallen since its peak of £18,000 in 2008. Current GVA per capita is below the
SE level of £19,200. Figure x shows the gap between the GVA per capita in PUSH and the
SE. The gap in GVA per capita with the SE has emerged since 1991 and was at its widest in
2002, at approximately £2,600, a gap of 14%. However, this gap has closed slightly since. In
2007 the gap was at its narrowest (10%) since the late 1990s and currently stands at 11% or
£2,100 per resident.
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2.4

2.5

Figure x: GVA per Capita
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Source: OEF
GVA per Worker

GVA per worker is a measure of labour productivity. In line with GVA and GVA per capita
there is evidence of a performance gap between PUSH and the SE. The GVA per worker gap
currently stands at 9% equivalent to around £3,500 less GVA generated by each worker in
PUSH compared to the SE. This represents an improvement since 2004 when the GVA per
worker gap stood at 12% equivalent to £4,400 less output per worker.

Total Employment

In 2008 the total employment in PUSH was 440,100". Since 1998 employment has grown by
7%. Over the same period employment grew by 10% in the SE and 10% in GB. Employment
growth has been strongest in the Rural Fringe at 21% well ahead of regional and national
averages. The Urban Boroughs have also grown at a faster rate. In stark contrast, the cities
have experienced falls in employments.

* ABI 2008

® Please note that there was a change in the way employment data was collected that caused a discontinuity in the
data. In particular this has affected the retail sector as the employment survey date switched from December (when
there was substantial seasonal retail employment) to September. This in part explains the poor performance of the

cities.
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2.6

Table x: Employment in PUSH

Employment in Change in % Change in
2008 Employment Employment 1998 -
1998 - 2008 2008
PUSH Cities 209,200 -2,700 -1%
PUSH Urban Boroughs 172,900 20,400 13%
PUSH Rural Fringe 62,000 10,700 21%
PUSH Total 444,100 28,400 7%

Source: ABI, 2008
Employment and Economic Activity Rates

The tables below provide headline data on two key labour market indicators, economic activity
and employment rates. The key messages emerging from the data are that compared to
national averages PUSH performs well, but compared to the South East, and particularly
Hampshire as a whole performance is weaker. This is particularly a result of lower levels of
labour market participation in the cities. The urban boroughs perform well, and the constituent
authorities within the rural fringe (no data available below district level) also perform well,
particularly Winchester and Test Valley that have very high participation rates.

Table x: Economic Activity Rates

] 2005 2006 2007 2008

PUSH Cities 77.0 78.1 78.2 78.7
PUSH Urban Boroughs 83.3 82.1 82.0 82.2
PUSH 10 LAs 80.9 81.4 81.2 81.2
Hampshire 84.2 84.6 83.6 83.6
SE 82.3 82.1 82.0 82.3
GB 78.4 78.6 78.6 78.8
Source: APS

N.b. data not available below District/Unitary Authority level. Rural fringe cannot therefore be presented PUSH 10
LAs includes the entirety of East Hampshire, New Forest, Test Valley and Winchester.

Table x: Employment Rates

] 2005 2006 2007 2008

PUSH Cities 72.8 72.8 73.0 74.3
PUSH Urban Boroughs 80.5 79.4 80.0 78.5
PUSH 10 LAs 77.9 7.7 77.8 77.8
Hampshire 81.4 81.7 80.8 80.6
SE 79.2 78.4 78.4 78.5
GB 74.5 74.3 74.4 74.2
Source: APS

N.b. data not available below District/Unitary Authority level. Rural fringe cannot therefore be presented. PUSH 10
LAs includes the entirety of East Hampshire, New Forest, Test Valley and Winchester.
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3.1

3.2

Labour Market

This section of the report looks at the labour market conditions in the PUSH area and places
them in context by benchmarking them against the comparator areas. We look at the
participation of the population in the workforce, through the economic activity, employment
and unemployment rates. We review the data on self employment and commuting to
understand where people work. Then we assess the skills of the workforce and the types of
occupations that they are working in.

Summary

i Labour market participation is above GB averages but below Hampshire and SE.

i The PUSH average is dragged down by low levels of participation in the two cities in
particular.

i Unemployment rates have been rising as a result of the recession.

i Young people typically make up around 30% of the claimant unemployed. Whilst this
proportion has not changed substantially, the volume of 18-24 year olds that are currently
out of work is around 6,000 in South Hampshire and there are risks that some of these
young people will become detached from the labour market for an extended period.

i PUSH has a smaller proportion of its working age population with the highest levels of
qualifications which is likely to contribute to the observed lower levels of productivity.
However, the proportion of the PUSH working age population with the highest levels of
qualifications has been increasing faster than the SE.

T This is also manifest in the occupational structure which indicates lower proportions of the
workforce in the highest order occupational groups. However, there has been some switch
to higher grade occupations in recent years.

i Workplace wages are highest in the cities, but the urban boroughs show wage levels
below the comparator averages. The pattern of resident wages is very different.

Participation in the Labour Market

The Economic Activity rate in PUSH (80% - 6 LAS) is below the activity rates in Hampshire
and the SE but higher than GB. This shows that although the Economic Activity rates are
lower than their nearest neighbours, placed in a context of the national figure they are
performing better than average. The Cities (79%) in PUSH drag down the overall Economic
Activity rate, performing closer to national averages than the SE. Conversely the Urban
Boroughs (82%) have Economic Activity rates which are comparable to the SE.
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Figure x: Economic Activity Rates
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Employment rates in PUSH (76%) tell a similar story, below the employment rates in the SE
and Hampshire but above GB. Over the period 2005 to 2008 there has been no significant
changes in the employment rate at the PUSH level although the rates in teh cities have risen
slightly whilst the Urban Boroughs have slipped back slightly. As with the Economic Activity
rate the Employment rate is higher in the Urban Boroughs than in the Cities.

Similar to the previous two indicators the PUSH region performs below Hampshire and the SE
when looking at the Unemployment rate but better than GB. There has been no change in the
ranking of the areas, but all of the areas experienced an increase in the Unemployment rate in
2008, as the effects of the recession began to filter through to the labour market.
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Figure x: Employment Rates
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Figure x: Unemployment Rates
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The unemployment rate as measured by the APS shows some evidence of an increase in the
number of workers who are unemployed but the survey is only conducted on a quarterly
basis, with a further lag built in as results are analysed. The Claimant Count is a monthly
measure of the number of people who are claiming unemployment benefits and as such it
provides a much quicker indication of the variations in the labour market. Figure x shows that
the proportion of residents who are claiming unemployment benefit increased rapidly over the
period from May/June 2008 until Mar/April 2009. Interestingly the rate at which this Claimant
Count increased was very similar for PUSH and all of the comparator areas and their ranking
in comparison to each other remained unchanged. Since the first quarter of 2009 the
proportion of residents who are claiming unemployment benefit has largely remained
unchanged, aside from a few minor jumps. Anecdotal evidence collected through
consultations indicated that PUSH has faired relatively well in terms of the recession with few
large scale redundancy programmes.

Figure x: Claimant Count Rate
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Source: Claimant Count, ONS
Youth Unemployment

Youth unemployment (18-24 year olds) has followed a similar pattern with a steadily
increasing claimant count throughout 2008 followed by a sharp increase over the first few
months of 2009. Since this point the claimant rate has generally remained reasonably steady
with only a few fairly minor fluctuations. Notice that youth unemployment started from a higher
base level, approximately by 1 to 1.5 percentage points than the overall claimant count rate.
The youth claimant rates are very similar in PUSH, Hampshire and the SE, with the shape of
the increase in claimants broadly following the GB trend.
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Figure x: Claimant Count Rate 18-24 Year Olds

Source: Claimant Count, ONS

Given the common conception that the recessionary period has impacted on those who are
young the most, it is surprising that we do not see the number of young claimants as a
percentage of all claimants increasing more rapidly. There has been some fluctuation in the
share of youth claimants including a peak in summer 2008, but by December 2009 the share
has returned to a similar level as seen in Jan 2008, at somewhere between 28-30%. The
share of youth claimant in PUSH has been higher than either Hampshire or the SE over the
last two years but has recently fallen below the share in GB. The chart also shows the sharp
fluctuations around the start and finish of academic years.

However it should be noted that youths not active in the employment market may not show up
in the claimant count, as they may take other routes such as continuing in education or
training. Young people are more likely to be living at home with their parents with lower
responsibilities and therefore may choose to opt out of the job market entirely rather than try
claim for unemployment benefit.

The more significant cause for concern with regards to youth unemployment is not that the
shares of youth unemployment have risen starkly, but the absolute number of youth
unemployed has risen. There are currently around 6,000 18-24 your olds claiming
unemployment benefits in the six LAs wholly within PUSH. The risk is that without being able
to enter the world of work some of these young people become detached from the labour
force for an extended period which in turn creates additional strain on the public sector
finances and limits the available labour force in the future.
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