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Further to our letter dated 6 September 2010 which set out our outline proposal for
the Solent Local Enterprise Partnership and the letter from Government of 28
October 2010 inviting the Solent LEP to establish its partnership, we are now pleased
to enclose our submission to the Regional Growth Fund containing a package of
projects that will:

Encourage private sector enterprise by providing support for projects with
significant potential for economic growth and create additional private sustainable
private sector employment

Support those areas and communities that are currently dependent on the public
sector to make the transition to sustainable private sector led growth and
prosperity.

The submission is in line with our response to the consultation on the Regional
Growth fund (attached as an annex to our outline proposal) and is characterised by:

Strong financial backing from the private sector

Activities that will lead to transformational outcomes in terms of GVA growth and
an increase in the employment rate and the number of jobs created

A strong evidence base to show the funds will directly support sustainable private
sector growth and enterprise, leading to the rebalancing of the economy in favour
of the private sector

A focus on areas and communities that are currently dependent on the public
sector ensuring they make the transition to sustainable private sector led growth.

Our submission provides an early demonstration of the ambition of the Solent LEP
area to become a globally competitive area through business-led growth and a strong
coalition between the private, public and voluntary sector.



Our submission is divided into two parts:

1. Solent Gateway (infrastructure led) - projects that seek to both: unlock
economic growth and create private sector jobs; and arrest economic decline in
areas reliant on the public sector.

Three projects are put forward for recommendation:

Enhancements to Junction 5 of the M27 , a regionally significant transport hub,
that will significantly improve access to Southampton International Airport,
Southampton Airport (Parkway) Rail Station, Southampton and the Port of
Southampton. The enhancements include full signalisation of the existing grade
separated interchange and the provision of dedicated left slip lanes on all arms of
the junction.

Platform Road Improvement Scheme, Southampton, an infrastructure
enhancement designed to improve access and support expansion of operations
at the Port of Southampton and support the delivery of key regeneration sites in
the city centre, supporting economic development and new jobs in Southampton
and the wider Solent area.

Dunsbury Hill Farm Science and Business Park, Hava nt (part of the
Portsmouth and Havant Growth Zone) — development of a new link road from the
A3M junction to the development site in order to bring the site to market and lead
to private sector investment of circa £90m. Furthermore, it will generate capital
receipts which will be re-invested in the enabling works at two other strategic
sites: Northern Quarter and Tipner Regeneration Area in Portsmouth

2. Solent Futures (sustainable economic growth)  — projects that will support
sustainable economic growth through labour market engagement, green
technologies and innovation and growth to enable higher levels of employment and
deliver a more balanced and sustainable pattern of growth ensuring that local
residents are equipped to take up the jobs that are created.

Two projects are put forward for recommendation:

Solent Apprenticeship Training Agency  — establishment of an employer-led
Apprenticeship Training Agency with a focus on small to medium sized
businesses (SMES), priority sectors in the Solent area and sectors which
currently have low proportions of apprentices, providing a flexible demand-led
approach to the employment of local apprentices

Solent Ocean Energy Centre (SOEC) is a collaborative, industry-led initiative to
de-risk and accelerate the technological advancement, manufacture and
commercial deployment of 1%, 2" and 3™ generation Marine Current Energy
Converters (MCECS) located in and around the Isle of Wight coast and Solent
region with an operational base in Newport, Isle of Wight. The project will
enhance the UK’s marine current energy capabilities and exploit the Solent’s
existing private sector expertise, physical infrastructure and skills base.

Whilst this is a single project, it does comprise a number of phases, each
dependent on the other. This is especially relevant for phase one of the project
where the RGF will effectively be used to de-risk future phases for the private
sector, thereby securing its engagement and significant investment in the project.



In the event that the overall funding allowance to be distributed through RGF
Round One limits priority of, or investment in, high value strategic projects, there
is the option of funding phase one of the project from RGF Round One with a
commitment to funding phase two from RGF Round Two.

These five discrete projects should be assessed on their own merits. However, it
must be recognised that they are part of an overall package of projects with clear
synergies between them. For example, there is strong connectivity between the
enhancements to Platform Road and Junction 5 M27 due to the impacts they both
will have on the economic activity of the Port of Southampton and International
Airport. Additionally, it is recognised that by bringing forward the site enhancement
at Dunsbury Hill Farm and the development of the Solent Ocean Energy Centre we
will be able to secure more balanced economic growth across the Solent region and
whilst they are discrete projects it is important to recognise their critical role in the
regeneration of the Portsmouth, South East Hampshire and Isle of Wight economies.
The Solent Apprenticeship Training Agency element underpins all of the projects and
puts in place a robust architecture in order to fully exploit and realise the employment
opportunities that will emerge from the projects which is critical to securing
sustainable employment for local residents in the area. Without such a framework
any skill gaps will continue to be met by inward migration of labour thereby reducing
opportunities to reduce economic inactivity and unemployment in the Solent area.

The proposed enhancement to the key Solent gateways of Jct 5 of the M27, Platform
Road and Dunsbury Hill Farm will have a programme value of £26,271,843 and
require a RGF contribution of £20,348,132. Critically these three projects will create
3,155 direct new jobs over the next 2-3 years. The establishment of the Solent
Apprenticeship Training Agency underpins this, bringing forward a total programme
value of £2,365,600 with a RGF contribution of £400,000 creating 600 Apprenticeship
opportunities and 542 direct new jobs into sustainable employment. Finally, the
Solent Ocean Energy Centre will have a total programme value of £30,728,000 and
will require a RGF contribution of £21,395,000 over the three phases. The SOEC
has the potential to create 4,800 direct and indirect jobs. Crucially it will pave the way
for new sustainable energy developments.

This Regional Growth Fund submission sets out an overarching rationale that
supports all of the projects and which builds on the outline proposal for the Solent
LEP, endorsed by Government on 28 October 2010. It demonstrates that the
commitment and ambition articulated in our initial proposal is now been taken
forward. The Solent LEP has a range of innovative ideas put forward in our bid that
will start to tackle the variety of challenges facing the local economy. We have
demonstrated the importance of allowing local areas to determine their own
economic development and drive private sector job growth and we now seek support
for our Solent Gateway and Solent Futures initiatives.

Yours faithfully

Solent LEP Shadow Board Members
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1. The Solent Local Enterprise Partnership

The Solent Local Enterprise Partnership (Solent LEP) is driven by the business
community and is supported by four university partners, the further education sector,
three upper tier authorities (Isle of Wight, Portsmouth and Southampton), eight
district councils (East Hampshire, Eastleigh, Fareham, Gosport, Havant, New Forest,
Test Valley and Winchester) and the voluntary and community sector, all of whom
are actively working together to secure a more prosperous and sustainable future for
the Solent area.

There is also a strong willingness to deliver a broader alliance that incorporates
Bournemouth and Poole, reflecting the wider Solent coastal economy, and to work
collaboratively with other LEPs where it is appropriate to do so.

Insert Satellite image of the Solent area

The partnership has already established a Solent LEP Shadow Board with the
objective of creating a permanent Board by April 2011. The Shadow Board is made
up of 10 members: five from the business community; and five from the public sector
including one Higher Education representative and four civic leaders. As one of its
first priorities the Shadow Board has agreed to oversee a co-ordinated response for
the first round of bids to the Regional Growth Fund. The bids contained in this
submission were approved by the Shadow Board at their meeting on 19" January
2011.

Our vision is to create an environment that will better deliver economic growth and
private sector investment in the Solent area, allow businesses to grow, become more
profitable, greener and enable new businesses to form and prosper. As a result
there is a need to make the best use of the assets that the area already possesses
(highly skilled people, world class businesses, outstanding further and higher
education, the natural environment, three international gateways and high quality of
life) and achieve sustainable economic growth.



We are determined to put business at the heart of economic growth in the Solent
area, enabling this recognised globally competitive area to realise its full potential.
Solent LEP will be output driven and will deliver improvements in the

coordination of private and public investment in transport, housing, skills,
regeneration and other areas of sustainable economic development, focusing on:

Rebalancing the local economy in favour of the private sector

Reindustrialising the economic base, supporting the development of knowledge
based industries and high value added manufacturing

Regeneration - delivering a coalition between the private, public and voluntary
and community sectors to continue the renaissance of the area’s cities and urban
areas, tackling deprivation, meeting the skills needs of the economy and taking a
leading role in the low carbon revolution.



2. The Solent area

A functional economic area

With a population of over 1.3 million and some 50,000 businesses, the South
Hampshire and Isle of Wight area is a well recognised functional economic area
anchored around the Isle of Wight, the two cities of Portsmouth and Southampton
and the M27 corridor and Solent waterway. This has provided a clear definition in
terms of the travel to work and learn area and includes consideration of the housing
market area and other service markets.

The geography of Solent LEP is therefore based on the realities of the natural
economic area rather than artificial public sector boundaries. It recognises that
economic footprints go beyond the administrative boundaries. By local authorities
and businesses working together on issues such as skills, housing and transport they
can achieve better outcomes.

The Solent area is characterised by deep seated, structural weaknesses in the two
cities of Portsmouth and Southampton, the Isle of Wight and the older urban
extensions including Gosport and Havant. Figure 1 provides a range of economic
indicators for these areas. The data demonstrates a clear dependency on the public
sector for jobs with four of the five areas having an employee job share that is 7
percentage points above the national average. In addition, the areas are in the main
characterised by low job density, most notably Gosport and Havant where the ratio of
jobs to the working age population is up to 30% lower than the national average. The
prospects of securing sustainable employment opportunities in these areas are
therefore extremely challenging.

Individual summary profiles for Gosport, Havant, Isle of Wight, Portsmouth and
Southampton is given in Annex 1.



Figure 1 Key economic indicators for Gosport, Havan

t, Isle of Wight, Portsmouth and Southampton

Economic indicators Gosport Havant Isle of Wight | Portsmouth Southampton National
Mid year resident working age 16-64 population 2009 | 80,000 116,500 140,200 203,500 236,700

Public sector employee job share 2008 25.9 14.5 25.1 26.3 22.6 19.5
Private sector employee job growth 2003 - 2008 19.7 2.8 1.1 6.2 0.1 5.3
Mean weekly earnings (resident) 2010 £451.9 £501.2 £460.0 £480.2 £452.2 £501.8
Mean weekly earnings (workplace) 2010 £436.9 £465.0 £441.0 £540.9 £517.9 £500.4
Number of out of work benefits April — June 2010 5,240 8,560 10,610 16,790 19,170

% of working age population claiming out of work 10.2 12.1 12.6 11.8 11.4 12.0
benefits April — June 2010

Job density 2008 (ratio of jobs to working age 0.51 0.64 0.71 0.88 0.75 0.79
population)

Economic activity rates 86.3 82.7 69.6 76.1 72.5 76.4
Number of working age people economically inactive 6,800 12,300 25,100 32,800 46,400

Entrepreneurial activity (Number of active enterprises | 25.5 34.9 34.7 28.2 26.4 39.1
per 1,000 resident population 2009)

Proportion of working age population qualified to Level | 47.7 43.2 45.6 50.1 53.3 49.3

3 and above

Proportion of 16-18 year olds not in education, 7.7 8.8 6.9 111 9.7

employment or training (NEET) Nov 09 — Jan 10

Number of 16-18 year olds not in education, 195 352 278 449 604

employment or training (NEET) Nov 09 — Jan 10

Source: NOMIS / BIS Location Metrics / Hampshire County Council (NEET figures)
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In addition, whilst the cities of Portsmouth and Southampton have slightly higher levels of job
density this is now forecast to fall as the impact of the contraction of the public sector in Local
Government, Defence, Marine Coastguard Agency and Health takes effect.

A further challenge is evident in that entrepreneurial activity sits well below the national average in
terms of the number of active enterprises per 1,000 resident population 2009.

Unsurprisingly the net result shows that there are over 123,000 people of working age across
these five areas who are economically inactive and nearly 1,900 young people (16-18 year olds)
who are not in education, employment or training (NEET). Together, this represents 16% of the
resident working age population.

This scenario is not sustainable going forward and it is for this reason that the Solent LEP is
focusing on rebalancing the local economy in favour of the private sector and delivering
regeneration through a coalition between the private, public and voluntary and community sectors
to continue the renaissance of the area’s cities and urban areas, tackling deprivation, meeting the
skills needs of the economy and taking a leading role in the low carbon revolution.

Figures 2.1 to 2.3 demonstrate that many of the issues that the Solent area faces is comparable
with city regions such as Leeds, Manchester, Sheffield and Liverpool.

Figure 2.1: Public sector dependency — North city r ~ egion comparators to the Solent areas
of Gosport, Havant, Isle of Wight, Portsmouth and S outhampton

Local Authority Public sector
employee job share
2008
Gosport 25.9
Havant 14.5
Isle of Wight 25.1
Portsmouth 26.3
Southampton 22.6
Leeds 19.7
Liverpool 27.8
Manchester 21.6
Sheffield 24.9

In comparison to the city regions of Leeds, Liverpool, Manchester and Sheffield it is clear, with the
exception of Havant, that public sector dependency is the same or higher than most of the
comparators.
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Figure 2.2: Private sector employee job growth 2003 - 2008 - North city region comparators
to the Solent areas of Gosport, Havant, Isle of Wig  ht, Portsmouth and Southampton

Local Authority Private sector
employee job growth
2003 — 2008
Gosport 19.7*
Havant 2.8
Isle of Wight 1.1
Portsmouth 6.2
Southampton 0.1
Leeds 7.4
Liverpool 7.2
Manchester 2.5
Sheffield -1.8

** Private sector employee job growth in Gosport of 19.7% reflects the commercialisation of former MoD
organisations e.g. Vecta Aerospace.

With the exception of Gosport (anomaly in the data due to commercialisation of MoD activities),
four of the five Solent areas highlighted show private sector job growth which is either below or at
a similar level to the North city regions that are highlighted.

Figure 2.3 Entrepreneurial activity : North city region comparators to the Solent areas o f
Gosport, Havant, Isle of Wight, Portsmouth and Sout  hampton

Local Authority Number of active
enterprises per 1,000
resident population
2009
Gosport 25.5
Havant 34.9
Isle of Wight 34.7
Portsmouth 28.2
Southampton 26.4
Leeds 30.9
Liverpool 27.6
Manchester 32.5
Sheffield 30.0

The number of active enterprises per 1,000 resident population in cities such as Leeds, Liverpool
and Manchester is very similar to the areas highlighted in the Solent area and are in many cases
are higher.

Our challenge therefore is to arrest economic decline, unlock economic potential, create jobs in
areas where this is low job density, address low levels of entrepreneurial activity by creating an
environment that will encourage new businesses and improve business survival rates and at the
same time rebuild and rebalance the economy towards the private sector.

However, we know that the current situation will be exacerbated further by the forecast public

sector jobs cuts in the Solent area which in 2011/12 have been estimated at approximately 2,000.
These include job cuts in Local Government, Defence, Health and Marine Coastguard Agency.
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Case study: importance of the defence sector and th e naval base to
Portsmouth and the Solent economy

The defence sector is a major employer in the Solent LEP, both within the armed
forces as well as its private sector supply chain. The naval base at Portsmouth is a
dominant employer, with significant vulnerability to rationalisation. Portsmouth is
home to almost two-thirds of the Royal Navy's surface ships, including the aircraft
carriers, Type 42 destroyers, Type 23 frigates and a mine countermeasure squadron,
as well as fishery protection and training units. There is also associated housing for
naval personnel and their families serving at the base and onboard Portsmouth-
based ships, and significant private as well public sector employment dependent on
the naval base.

A study prepared by the University of Portsmouth® indicates that the Portsmouth
Naval base supports some 35,000 jobs in South Hampshire (13,300 service jobs and
21,600 civilian jobs), of which a significant proportion are in the private sector
(21,600). The Naval base accounts for the employment of 6.2% of people living in
the area and 8% of all jobs in the Solent area. 15% of people living in Gosport, 10%
in Portsmouth and 8% in Fareham are in ‘defence dependent’ jobs. The employment
and the spending of defence firms generates an income of £680m for the local
economy. Approximately 17,200 people work at the base at peak times.

The recent announcements regarding the Strategic Defence Review revealed that it
would lead to reductions in manpower over the next five years across all three
Services and the civilians in Defence:

The Royal Navy will reduce by around 5,000 personnel
The Army by 7,0000

The RAF by 5,000

Civilians by 25,000

In order to meet this new structure the Royal Navy will:

Reduce Royal Navy Service personnel by around 5,000 to a total of about 30,000
by 2015, and with an assumption, for now, of a requirement of about 29,000 by
2020

Decommission HMS Ark Royal immediately

Decommission either the helicopter landing ship HMS Ocean or HMS lllustrious
Decommission four frigates and a Bay Class amphibious support ship
Rationalise the Royal Navy estate.

The outcome of the strategic defence review has significant implications for the Royal
Naval Base in Portsmouth and for those that are directly employed and / or indirectly
employed by employers who are dependent on the naval base for business. Work
undertaken by the University of Portsmouth in 2007 tested out a number of
scenarios: closure of the Naval Base; minimisation of the Naval Base; and growth of
the Base. The minimisation scenario predicted a potential loss of 21,600 jobs
(10,300 service jobs and 11,300 jobs) with the greatest impact on Portsmouth,
Gosport, Fareham and Havant, the residents of which could lose in the region of
13,650 jobs and a loss of income of £350m.

! Socio-economic Impact Assessment of Portsmouth Naval Base. The Centre for Local and Regional Analysis,
Portsmouth Business School, University of Portsmouth 2007.



The economic context has therefore changed. The recession has led to more of our residents
becoming unemployed. It has created substantial challenges for both public and private sector
investment both now and in the future. Whilst these changes could be seen as challenges and a
threat to economic prosperity, we see them as opportunities and a chance to do things differently.
They have challenged all partners to look at how we work in the Solent area and how we can do
things differently and more efficiently. It is clear that we must work together, pool our resources
and align our priorities around a common agenda. We already have a track record of doing this in
the Solent area.

The Solent LEP therefore believes it can deliver higher levels of growth and can grasp the
opportunities afforded to us through the changes being proposed by the Coalition Government.
Central to our strategy is taking action to be innovative in how we deliver and fund activities and
how the public and private sectors should work together.

Preferred alternative growth trajectory

The Economic Development Evidence Base includes analysis of the baseline projections for the
area in light of the recession. This identified challenges for the sub regional economy, particularly
in terms of lower employment rates and persistently higher levels of unemployment into the
medium and long term. The Solent LEP is committed to securing a strong and prosperous future
for the Solent area. In response to the challenges evident in the baseline, Partnership for Urban
South Hampshire (PUSH) in conjunction with Oxford Economics and DTZ has developed a
preferred alternative growth trajectory (refer to Annex 1 for details of trajectory and the model,
modelling assumptions and scenarios tested).

At its heart this alternative future is built on using the assets of the sub region to underpin growth,
and to ensure the residents of the Solent area can participation in a more prosperous future. This
is manifested in:

An increase in the number of jobs to help reduce unemployment and increase the employment
rate as a result of support for key sectors, boosting innovation and ensuring a highly skilled
workforce

Prioritising investment in workforce and skills development to ensure the resident workforce is
well placed to access employment opportunities in the area and avoid the need for employers
to have to recruit as many workers from outside the area

Boosting productivity to raise GVA through higher levels of skills and innovation, particularly
driven by our priority sectors

Ensuring our cities fulfil their potential as drivers of sustainable and high value growth for the
sub regional economy, whilst tackling the disadvantage and deprivation which is present in
parts of the cities and elsewhere in the Solent area.
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3. Solent Gateway

The projects that from part of the Solent Gateway submission are infrastructure led projects that
seek to both: unlock economic growth and create private sector jobs; and arrest economic decline
in areas reliant on the public sector. There is a need for infrastructure investment in order to
accommodate the significant growth that is taking place in the area and to ensure that business is
able to grow. In consideration of this the transport elements of our bid to the RGF focuses on key
infrastructure capacity enhancements.

Three projects have been put forward for recommendation:

Enhancements to Junction 5 of the M27 , a regionally significant transport hub, that will
significantly improve access to Southampton International Airport, Southampton Airport
(Parkway) Rail Station, Southampton and the Port of Southampton. The enhancements
include full signalisation of the existing grade separated interchange and the provision of
dedicated left slip lanes on all arms of the junction.

Platform Road Improvement Scheme, an infrastructure enhancement designed to improve
access and support expansion of operations at the Port of Southampton and support the
delivery of key regeneration sites in the city centre, supporting economic development and
new jobs in Southampton and the wider Solent area.

Dunsbury Hill Farm Science and Business Park, Hava nt (part of the Portsmouth and
Havant Growth Zone) — development of a new link road from the A3M junction to the
development site in order to bring the site to market and lead to private sector investment of
circa £90m. Furthermore, it will generate capital receipts which will be re-invested in the
enabling works at two other strategic sites: Northern Quarter and Tipner Regeneration Area in
Portsmouth

The projects directly relate to the ambitions and transformation actions that were set out in our
outline proposal for a Local Enterprise Partnership, details of which are given below. Annex 2
includes the full application providing Parts 1 and 2 for each project.

The development of a growth hub and strategic secto r based clusters which can
deliver export-led growth in high value employment

The area has unique sectoral strengths and there is a need to ensure that the Solent continues to
be recognised as the leading location and growth hub for advanced manufacturing and
engineering (marine, aerospace, renewable energy, environmental technologies and composites)
and transport and logistics.

South Boats vessel servicing wind turbines HMS Daring in Dry Dock, Portsmouth — BAE Systems

The major advanced manufacturing and marine cluster in the UK is located in the Solent area and
is home to 1,750 marine related businesses. With GVA and GDP contributions of £3.6 billion and
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£1.9 billion respectively, the sector represents around 18% of the Solent economy accounting for
some 48,000 jobs.

In addition, the transport and logistics sector employs 36,000 people and has grown faster in the
Solent area than anywhere else in the UK, built on the key assets of the Ports of Southampton
and Portsmouth and Southampton International Airport.

An international gateway

The Solent area includes three international gateways; Port of Southampton, Portsmouth
International Port and Southampton International Airport. They are important to the local, regional
and national economies but are also major traffic generators in their own right so it is important to
understand the current and future situation and aspirations of these gateways.

Of particular importance are the ports which play an essential role in supporting the UK economy,
as stated by the DfT Ports National Policy Statement. Ports are dependent on high quality
infrastructure providing effective connections. As a result the South East Plan recommends
proposals and policies for infrastructure that maintain and enhance the role of ports. The
Eddington Report identified that some of the country’s ports were reaching capacity while forecast
for demand is expected to increase substantially over the next 30 years. The current recession
has affected demand in the short term but the volume of goods is expected to resume once the
economic recovery begins. Therefore it is essential that ports have the capacity to handle this
growth when it does occur.

For the purpose of this submission, our focus will be on the Port of Southampton and
Southampton International Airport:

Port of Southampton

Ocean Terminal, Southampton © Joe Low P&O Nedlloyd Marseille, Southampton Docks
photographer (Joe Low photographer)

The Port of Southampton is a major international deep-sea port of significant global and economic
importance and its short and long term infrastructure and development needs require further
consideration. The location of the port provides the opportunity to encourage the development of
short sea shipping services as a real alternative to land transport.
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Port of Southampton: key facts and figures

UK'’s second largest container port
Handles 40-45% of the UK'’s trade
with the Far East and China
Europe’s largest cruise port

Over 350 cruse ships are due to call
at the port in 2011 with over 1.4
million passengers expected to pass
through.

It has been estimated that each
cruise ship call generates £1.5 million
for the local economy.

The growth in the cruise sector is
increasing significantly faster than
anticipated in the Port Master Plan
and is likely to reach 2.0 million

One of the UK's largest vehicle handling
ports - handling over 470,000
automotive vehicles in 2010

UK'’s largest deep sea vehicle exporting
port, with over 70 percent of the
vehicles through the port going for
export e.g. over 90,000 BMW minis built
in Oxford were exported through the
port in 2010; Honda manufacturing
plant in Swindon exported over 28,000
vehicles; and Jaguar and Land Rover
exported 95,000 vehicles

Southampton is crucial in the supply
chain for exporting vehicles via short
sea to the Mediterranean and main land

Europe, and via deep sea to
Australasia, the Far East, the Middle
East, Africa, USA and South America.

passengers handled well in advance
of 2030.

ABP is committed to supporting the growing cruise market and in recent years has invested over
£41 million in the cruise infrastructure and facilities at the Port of Southampton. In December
2010 it was announced that a new £30m cruise passenger terminal to support the growing
industry is to be built. This will add a fifth terminal to the port, which will be able to accommodate
the largest cruise ships. It is expected the new terminal will boost the economy by about £150m a
year once it is completed in 2013. The new terminal will be the largest turnaround facility in
northern Europe, securing Britain's future as a leading cruise destination. The ability to
accommodate the world's biggest ships, such as Royal Caribbean's Oasis of the Seas and Allure
of the Seas, will bring new lines to Britain's shores and increase its market share.

The biggest challenge for the port identified in the Port of Southampton Master Plan is to expand
and enhance its role. The key infrastructure improvements to meet this demand is through
optimisation and intensification of activities on existing sites particularly through the conversion of
some car storage areas to multi-decks with remaining storage areas being used for the container
port and a new cruise terminal.

The soon to be completed project to enhance the rail gauge to and from the Port to allow high
cube containers to travel on conventional wagons should boost rail's modal share. At present
approximately 70% of containers are transported by road, 25% by rail and the remainder by
inshore water. The majority of motor vehicles are transported by road although there are 10 trains
per week transporting vehicles to the port. The majority of the Port’s cruise passengers arrive and
depart by road, either car or coach. To maximise opportunities from future growth the port are
aiming to achieve a 40% mode share for rail and 25% of container traffic to be trans-shipped by
sea. These mode share targets together with the forecast demand growth results in a 52%
increase in amount of containers transported by road by 2030.

To facilitate and maintain the automotive business through Southampton ABP has invested in
three multi storey trade car parks, at a cost of £15 million, creating an additional 25 acres of car
storage space in the port. These multi storey car parks specifically built for trade vehicles are the
only ones of their kind in a UK port. Today the port continues to work with the car manufacturers
and shipping lines to increase both the export and import business through the port. In particular
the port has seen a rise in the demand from relatively new markets such as China and India, and
it is predicted that the demand from these markets will continue to rise. Significantly in
Southampton it is the Eastern Docks where ‘deep sea’ ro-ro ships operate from, therefore by
increasing the export volumes via deep sea it is the Eastern Docks that is likely to see the heavier
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Southampton International Airport

traffic. The current layout of Platform Road as it currently stands is likely to constrain the ability to
accept the increased volumes for the export market causing the manufactures increased logistic
problems. However, ABP is currently in detailed discussion with the shipping lines and
manufacturers to invest a further £10 million in two additional multi decks to be located in the
Eastern Docks, if the changes to Platform road are made.

Southampton International Airport

With runway expansion at the two key
South East England airports (Heathrow and
Gatwick) not being considered, there will
be an increased reliance on significant
regional airports (such as Southampton
International Airport) to accommodate
increases in demand.

Southampton International Airport whilst a
major employer in its right with 1,200
employees based on site across 30
companies, also acts as a catalyst for
rebalancing the economy.

Specifically the Airport supports the growth of the region through enabling increased International
trade through connectivity with Europe and onwards to the emerging world economies. This
enables the region its potential through external connectivity for the key sectoral strengths of
advanced manufacturing and engineering. In addition the Airport acts as a major gateway for
foreign visitors in support of increasing the visitor economy. To achieve this vision however
requires key supporting infrastructure developments in parallel with private sector investment in
transport infrastructure. Southampton Airport is privately owned and has actively invested in its
future in parallel with the growth in the regional economy. Demand grew steadily after 1994 and
rapidly in 2003-2005 mainly due to increased services operated by low cost carriers such as
Flybe, which has its largest base at Southampton, and is one of only a handful of carriers to have
returned a profit throughout the recession. In late 2010, FlyBe, Thomas Cook, Airtours and Direct
Holidays all announced new routes from Southampton Airport to commence in 2011.

Interventions that “encourage Southampton International Airport to sustain and enhance its role
as an airport of regional significance” are key. It has been identified as a location of substantial
modal interchange and traffic generations attracting a range of related and nonrelated
developments. The concentrations of this economic activity and high level of accessibility means
that it is vital that the surface access strategies ensure multi-modal access to help reduce the
environmental impact of surface access.

Southampton International Airport  — key facts and figures

50 destinations, 900 weekly flights
1.8m passengers (2009)
Directly employs 1,200 staff + a

Economic contribution of £86.5m a year
to the economy
Catalyst for growth — crucial role in

further 300 indirectly through local
suppliers generating £100m to the
local economy

40% of air traffic is business related
(similar proportion to Heathrow)

73% of passengers come from the
Solent area

15% of passengers use rail to access

attracting new businesses e.g. NATS
move from West London to Swanwick;
MSC move from Dover to
Southampton; development of
Rosebowl International Cricket Ground
Key role in future major sporting events
including Test Cricket at the Rosebowl,
Island Games in 2011 and Olympics in
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the airport 2012

BAA has invested over £80m since - Southampton Airport has recently
2004 announced plans to create 100 new
Major £7m refurbishment of the jobs

terminal recently completed

Realising the potential of our cities and supportin g areas that are economically
vulnerable

This includes the two cities of Portsmouth and Southampton, Isle of Wight and older urban areas
such as Havant and Gosport. South Hampshire and Isle of Wight is the largest expanse of
urbanised land in the South of England, outside London, with a resident population in excess of
1.3 million.

High levels of welfare dependency are evident and the combined numbers of young people not
engaged in education, employment or training (NEET) exceeds 2,000. In the Solent area the
number of people claiming unemployment benefit has increased almost three-fold from around
8,500 at its lowest point in October 2004 to over 23,000 in 2010. Continuation of these trends will
lead to the emergence of a ‘low skill — low value added economy’ and higher levels of welfare
dependency.

The LEP will arrest these trends and furthermore facilitate an additional 10,000 job opportunities
for those not in work to become re-engaged thereby generating revenue for the treasury and
reducing the dependency on the welfare state.

Reviewing strategic sites and focusing available re sources on investment in key
locations that have the greatest potential to suppo rt business growth and
employment

One of the constraints on growth in the Solent is the availability of land suitable for housing
development and employment. The overall position is that there is no shortage of development
land but, given the constraints over the use of greenfield land for environmental and policy
reasons, much of the area’s potential development potential is located in urban areas and
requires significant investment to make it fit for purpose.

Large sites with employment and housing potential are available in the Solent, some of which
require significant investment in infrastructure. Work is underway to review strategic sites,
including those wholly owned by the private sector or local authorities in order to develop a
framework for the stewardship of these key sites and to assess how the use and disposition of
them can best support enterprise and economic growth and contribute to the area’s economic and
investment priorities. The first part of this work has been completed in November 2010. Part of
this will include the potential for private-public ventures in order to unlock sites that are currently
not fit for purpose and where there is market failure.

The review of sites will include SEEDA’s Solent property portfolio  which comprises 14 sites in
the Solent LEP area with a book value of around £45m. The bulk of the land in the Solent portfolio
comprises market failure sites left over from the restructuring of defence and marine industries:
sites such as Tipner in Portsmouth previously used for ship breaking and munitions handling;
Daedalus in Fareham and Gosport, an ex-military airfield; Woolston in Southampton; and Cowes
and Hythe Marina; all of which are no longer fit for purpose as a result of changes in marine
technology. All these sites have access problems and carry heavy investment requirements. But
they are also of strategic importance to South Hampshire and the Island, and have huge
development potential for new homes and businesses.
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A project group has been established to co-ordinate actions in relation to the proposed asset
transfer and Grant Thornton has been appointed to advise and to seek to identify a balanced
package of SEEDA land and property that can be transferred to a Solent public sector agency and
to establish what corporate structure might best be established to own, manage and fund the
development of the assets. It is likely that some of these projects will be the subject of a future
Regional Growth Bid submission. These will include Daedalus, improving access to Gosport and
Gosport Waterfront

Daedalus Airfield - there is a
strong commitment from the
aerospace and aviation sector
to work with the public sector to
develop strategic sites such as
Daedalus Airfield and realise
their potential to deliver tangible
and timely regeneration benefits
to economically vulnerable

areas.
Daedalus Airfield

For the purpose of this Regional Growth Fund submission, our focus will be on improving access
to the strategic development site of Dunsbury Hill Farm in Havant (which in turn has the potential
to unlock the economic potential of Tipner and Northern Quarter in Portsmouth), enhancements
to Junction 5 of the M27 to improve access to Southampton International Airport, Southampton
and the Port of Southampton, and upgrading of Platform Road in Southampton which will
improve access to the Port of Southampton.

Dunsbury Hill Farm, Havant — owned by Portsmouth City Council but located wholly in the
Borough of Havant, Dunsbury Hill Farm is a 20 hectare employment site near the A3(M) which will
provide up to 3,000 new homes and significant employment opportunities providing up to 1,700
jobs. The site adjoins Leigh Park, an inter-war housing estate, and one of the most deprived areas
in the South East. Enabling works are need to unlock the economic potential of the site (link road
to the A3 (M) junction. The development of the site has the potential to generate capital receipts
which in turn can then be re-invested in the enabling works at Northern Quarter and Tipner
Regeneration Area to bring forward the market investment and implementation of these
developments.

Tipner Regeneration Area, Portsmouth -
requires significant enabling works associated
with the new M275 junction which include land
remediation, flood defence measures and site
infrastructure. These enabling works have the
potential to unlock the economic potential of the
site to create 1,600 homes (30% affordable),
25,000 sq m of employment space for 1,500 new
jobs, community facilities, 150 bed hotel, 1,800
car parking spaces and public open space
providing access to the waterfront.

Northern Quarter (Portsmouth City Centre)  — requires the realignment of the existing road
network to release a comprehensive parcel of land for the private sector to bring forward which
will include: circa 55,000 m2 GIA of retail space; two department stores; a minimum of 100 new
residential units; car parking, circa 2,000 spaces; commercial leisure and significant public realm
improvements.
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4. Solent Futures

The projects that from part of the Solent Futures submission are projects that will support
sustainable economic growth through labour market engagement, green technologies and
innovation and growth to enable higher levels of employment and deliver a more balanced and
sustainable pattern of growth ensuring that local residents are equipped to take up the jobs that
are created.

Two projects have been put forward for recommendation:

Solent Apprenticeship Training Agency  — establishment of an employer-led Apprenticeship
Training Agency with a focus on small to medium sized businesses (SMES), priority sectors in
the Solent area and sectors which currently have low proportions of apprentices, providing a
flexible demand-led approach to the employment of local apprentices

Solent Ocean Energy Centre (SOEC) is a collaborative, industry-led initiative to de-risk and
accelerate the technological advancement, manufacture and commercial deployment of 1%,
2" and 3" generation Marine Current Energy Converters (MCECs) located in and around the
Isle of Wight coast and Solent region with an operational base in Newport, Isle of Wight. The
project will enhance the UK’s marine current energy capabilities and exploit the Solent’s
existing private sector expertise, physical infrastructure and skills base.

Whilst this is a single project, it does comprise a number of phases, each dependent on the
other. This is especially relevant for phase one of the project where the RGF will effectively
be used to de-risk future phases for the private sector, thereby securing its engagement and
significant investment in the project. In the event that the overall funding allowance to be
distributed through RGF Round One limits priority of, or investment in, high value strategic
projects, there is the option of funding phase one of the project from RGF Round One with a
commitment to funding phase two from RGF Round Two.

The projects directly relate to the ambitions and transformation actions that were set out in our
outline proposal for a Local Enterprise Partnership, details of which are given below. Annex 3
includes the full application providing Parts 1 and 2 for each project.

Focus on environmental technologies and the future development of the Low
Carbon Economic Area

This is a growth sector where the Solent LEP has significant potential due to existing business
base and assets.

The Solent area has the UK’s largest concentration of cleantech companies outside London and
the largest number of sustainability researchers, many of whom specialise in marine and maritime
energy. The Environmental Goods Services sector employs nearly 20,000 people has
experienced +60% growth since 1998.

The Isle of Wight is a centre for renewable energy activities and a technology hub for composite
materials and their application in marine technology, renewable energy and aerospace

The aim is to accelerate R&D and business investment, attract companies and inward investment
and develop a critical mass of low carbon skills.

The proposed Solent Ocean Energy Centre (SOEC) responds to these ambitions representing a
significant infrastructure project designed to stimulate the low carbon economy in some of the
most deprived, yet innovative, locations in the South East. The project will drive growth and
rebalance the economy within the local area, but also help to advance the UK marine renewables
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industry and contribute significantly to the UK'’s leading position in the global marine energy
industry. The potential of the sector is considerable, but exploitation of this energy resource is
clearly constrained to sites with strong marine currents. The Solent area provides one of the best
opportunities for the UK. Following research into local tidal currents, Admiralty data suggests the
sites selected combine strong tidal flows with physically protected waters, along with easy access
to Solent based portside facilities. These include Ventnor, Woolston, Portsmouth, Porchester,
Hythe, Cowes and others.

A strong focus on employment and skills

Our investment in skills to enable higher levels of employment will reduce the need for in-
migration or higher levels of in-commuting, boosting the employment rate, ensuring that GVA per
capita can rise more quickly and retaining the benefits of growth within the existing population.
The Employment and Skills Board (ESB) has been established with an independent chairman and
is delivering joined-up working. It comprises seven private sector members drawn from some of
the largest employers in the Solent area including Pall Europe UK, BAE Systems, EADS Astrium
and De Vere Hotels, together with representatives from the wider public sector. An action plan
provides a clear focus for engaging with and supporting sectors where the area has a clear
advantage regionally, nationally and globally including marine, aerospace and environmental
technologies.

The action plan includes the establishment of an employer-led Apprenticeship Training Agency
which forms the second part of the Solent Futures Regional Growth Fund bid submission. The
Solent ATA will focus on priority sectors, and in particular, small to medium sized businesses
(SME’s), providing a flexible demand-led approach to the employment of apprentices. The Solent
ATA will deliver higher completion rates, high quality placements and opportunities for apprentices
to switch to other host companies, reducing the perception of risk for both host employer and
apprentice.

Apprentices will be employed by the ATA and “hired
out” as a flexible workforce to other employers, for the
work-based element of their apprenticeship. The
Training Agency will take on most of the administration,
dealing with the payroll, support and supervision of the
apprentice and being their legal employer. A key
benefit is that this will result in a far more flexible and
demand-led approach to the employment of
apprentices. This is particularly attractive to SMESs
given the current economic climate, and will support the
small business economy within the Solent area. It will
target sectors which have low proportions of
apprentices, particularly transport, logistics, health and
financial services, as well as our key growth cluster in
advanced manufacturing and marine. This is a high
value-added, knowledge-intensive sector where the
combination of a skilled workforce, innovative
companies and a world class research base could have
strong positive returns for the economy in the longer
term.

The Solent ATA will target 16-25 year olds who are not in education, employmen  t or training
but will also focus on *higher level apprenticeship s’, targeting the significant number of young
people who have achieved a Level 3 in Further Education but are unable to access Higher
Education. The Solent LEP will seek to be a national pathfinder for developing additional
employer led apprenticeship pathways and launched a pilot from January 2011 for up to 50 young
people supported by 10 employers in the advanced manufacturing and engineering sector and
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business services. There are already 10 people supported under this scheme and further
opportunities will be announced at the forthcoming employment and skills summit to be held on 28
January 2011, which will see Higher Education, further education and employers come together.
By summer 2011 the LEP will expect to extend this pathfinder to other priority sectors including
retail, the creative industries sector and health and social care, and it is critical that a more robust
architecture is established under the auspices of a Solent ATA, to ensure that we have a pipeline
in place to support the creation of the wider apprenticeship pathways, and that resources are
pooled to deliver a cost effective and sustainable solution for both employers, small enterprises
and the education and training sector.

Creating opportunities for residents to access jobs in sectors that underpin employment
growth , such as financial and business services, the health and care sector, retail and the visitor
economy, is another key priority for the Employment and Skills Board. The financial and business
services sector is expected to create an additional 35,000 jobs by 2026 accounting for 25% of all
employment. Over the same period the health and care sector is forecast to create an additional
10,000 jobs as the population continues to grow and as people live longer. We must ensure our
residents have the opportunity to access these jobs and deliver the skills investment that is
required to support this ambition.
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5. Our capacity to deliver

The Solent LEP is in a very strong position to respond to the Regional Growth Fund and to deliver
the two key objectives of: encouraging private sector enterprise by providing support for projects
with significant potential for economic growth and create additional private sustainable private
sector employment; and supporting those areas and communities that are currently dependent on
the public sector to make the transition to sustainable private sector led growth and prosperity.

Our capacity to deliver is demonstrated by:

There is widespread support and a commitment from t he private sector to lead the LEP.
Our outline submission for the LEP had the full support of a wide range of business leaders
and representative bodies. The partnership has already established a Solent LEP Shadow
Board with the objective of creating a permanent Board by April 2011 to be chaired by a
prominent local business leader. The Shadow Board is made up of 10 members: five from the
business community; and five from the public sector including one Higher Education
representative and four civic leaders

A strong and well established private-sector led Em ployment and Skills Board (ESB)

that is already operational and which has been instrumental in establishing the Apprenticeship
pilot and the preparatory work to develop an Apprenticeship Training Agency for the Solent
area. The ESB’s function includes the commissioning and promotion of workforce training. In
addition, given the labour market challenges we face, it is leading on the area of workless
ness, both in relation to alignment and rationalisation of local programmes within the Work
Programme and scrutinising the delivery of the Work Programme to ensure it meets local
need.

Strong civic leadership . The Solent LEP is supported by three upper tier authorities
(Southampton, Portsmouth and Isle of Wight) and eight Hampshire district councils (Eastleigh,
East Hampshire, Fareham, Gosport, Havant, New Forest, Test Valley and Winchester).

A track record of delivery and partnership working . The Solent LEP is building on
structures that are already in place through Partnership for Urban South Hampshire (PUSH)
and the KDP characterised by a track record of effective partnership working and delivery of
support for business in the local economy. Through PUSH, eleven local authorities in South
Hampshire have been working together on major issues of economic concern, for example on
employment and skills and the land allocation both for housing and employment. There is a
successful South Hampshire Agreement (SHA) which binds together the commitments of
PUSH and other partners to facilitate the delivery of economic development and enterprise
linked to those aspects of housing, strategic planning and transport that support the
Partnership’s overall objective of sustainable economic-led growth. This has succeeded in
bringing together a wide range of partners to shape strategy across South Hampshire and has
produced a significant evidence base to underpin its economic strategy. It is expected that the
Isle of Wight will become a member of PUSH early in January 2011. This will strengthen the
partnership and ensure that it is configured to support the newly created Solent LEP. As we
move forward the Solent LEP will maximise the legacy of partnership working.

A strong transport partnership capable of deliverin g the transport infrastructure that is
needed to unlock the economic potential of sites an d areas. There already exists a
strong partnership for transport called ‘“Transport for South Hampshire’ (TfSH) which has been
successful in securing funding to deliver transport infrastructure and economic growth in the
area, and which is recognised nationally as an example of excellent transport partnership
working. The Solent LEP will be developing these arrangements further across the Solent
area which will include the streamlining of services and shared transport functions. Itis
expected the Isle of Wight will become a member of TfSH in January 2011. This will
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strengthen the partnership and ensure that it is configured to support the newly created Solent
LEP.

A comprehensive economic evidence base . The area commissioned an independent
refresh of the economic base and strategy to inform a more comprehensive approach to
economic development (completed in September 2010). The refresh acknowledges the
progress and achievements that have been made by partnership working in the area but also
recognises that the context has changes in terms of the effects of the recession and changes
to the public policy environment. The refresh of the economic base and strategy has been
jointly developed in partnership with business, the Universities and further education colleges
and public sector organisations to ensure that we have a strong and coherent strategy which
all partners endorse. This has been through an extensive public consultation and was adopted
in November 2010. The evidence base forms the basis of a framework for the LEP and has
been used to support the package of projects which make up our submission to the Regional
Growth Fund.
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Annex 1 Data / technical annex

Annex 1.1 Preferred alternative growth trajectory

The table below provides a direct comparison of the key indicators for the preferred scenario over

the period 2006-26 compared against the baseline trajectory, which projects what will happen if
no action is taken. A ‘Do nothing’ scenario will see a decrease in the employment rate of the

resident labour market to 2026 and this is clearly not sustainable as we seek to arrest economic

decline and challenge areas where levels of welfare dependency are high. Whilst there are
uncertainties about absolute numbers, this comparison clearly illustrates the direction of travel

which is aspired to in terms of:

A higher level of GVA generated in the economy

More rapid increase in GVA per capita, closing the performance gap with the South East

Increasing the level of employment and the employment rate to ensure more residents of the
Solent area can patrticipation and benefit from economic growth; and

Higher levels of productivity growth.

Key Indicators for the Preferred Growth Scenario an

d Baseline (2006-26 unless otherwise

stated)
Preferred Baseline
scenario
GVA Growth +£9.6bn +£8.7bn
GVA Growth Rate (CAGR) 2.1% 2.0%
GVA per Capita Change +£6,400 +£5,300
GVA per Capita Gap (PUSH vs South East 7% 12%
2026)
Employment +51,200 +41,300
Employment Rate (2026) 75.9% 72.7%

Employment Rate Change

+0.8% points

-2.4% points

Productivity Growth (CAGR)

1.7%

1.6%

Source: Oxford Economics
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Annex 1.2  Profiles for Gosport, Havant, Isle of Wig  ht, Portsmouth and
Southampton

Profile of Gosport

Gosport is an urban district in the Solent area bordering the Solent and Portsmouth Harbour.
There is a wealth of maritime history combined with a strong industrial and military background.
Gosport has a number of very striking contrasts. Together with some affluent areas and historic
buildings, it has large pockets of deprivation.

The economic indicators reveal the following key challenges:

Gosport is one of two Districts in Hampshire to have the highest levels of deprivation , health
need and associated high-risk lifestyle factors. Gosport is ranked 168 (2007) in the rankings of
most deprived Local Authorities in England (out of a total of 354 with a rank of 1 being the
most deprived).

Economic investment in the area is being frustrated by a constrained and congested
transport network exacerbated by the high levels of out-commuting . Improvements to
the transport network need to be made in order to arrest economic decline and to unlock the
potential of regeneration schemes at Gosport Waterfront, Haslar and Daedalus.

The relatively high economic activity rates of 86.3% compared to the South East average of
79.1 are in stark contract to the very low job density of 0.51 compared to South East and
national averages of 0.82 and 0.79 respectively and the low entrepreneurial activity in terms
of the number of active businesses per 1,000 of the resident population (25.5% compared to a
national average of 39.1%). This reflects the high degree of out-commuting that is taking
place.

A high proportion of the working age population in Go sport are employed in the public
sector - 25.9% compared to the national average of 19.5%, reflecting the importance of the
defence sector to the local economy (15% of people living in Gosport are dependent on the
defence sector of jobs — University of Portsmouth 2007).

The Gosport economy is characterised by low wage employment . Gross weekly pay for both
resident and workplace in Gosport (£451.9 and £436.9) are both well below national and
South East averages.

5,240 working age residents currently claim out-of-  work benefits (10.2% of the working
age population).

Profile of Havant

Despite its strategic location close to the A3(M), A27 and rail network with direct services to
London, Havant is an area of striking contrasts with some affluent areas close to large areas of
deprivation, notably in Leigh Park.

The Leigh Park community is an area of approximately 10,000 homes and 28,000 residents
located in four wards (Battins, Bondfields, Barncroft and Warren Park). Over 50% of properties
are now owner occupied but there are high rates of social housing, with Portsmouth City Council
(PCC) owning approximately 45% of housing.

In terms of deprivation, three of the Super Output Areas (SOAs) which make up Leigh Park are in
the top 10% most deprived in England, whilst a further 12 are in the top 20% most deprived.
Leigh Park displays a clear disparity in the achievement of economic and social improvement by
its residents. It is characterised by high unemployment, low skills base and a high level of people
claiming sickness benefit and Income support.
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The economic indicators reveal the following key challenges:

A relatively high economic activity rate of 82.7% is in start contrast to a very low job density
of 0.64 jobs per resident compared to South East and national averages of 0.82 and 0.79,
reflecting high levels of out-commuting.

Havant is a low wage economy . Gross weekly earnings (workplace) of £465 are significantly
below South East and national averages of £523.7 and £500.4.

8,560 people are on out-of-work benefits  (12.1% of the working age population). Over half
of those claiming out of work benefits are located in the four wards in Leigh Park accounting
for 1 in 4 of the working age population: Battins 1,030 (25.3%), Barncroft 1,820 (22.4%)
Bondfields 1,025 (24%) and Warren Park 1,115 (26.5%).

Only 43.2% of the working age population are qualif  ied to Level 3 and above compared
to a South East and national average of 52.6% and 49.3% respectively.

Profile of Isle of Wight

Influenced by local factors such as the perceptions associated with being an Island, limited local
markets and low GVA, the Isle of Wight demonstrates a range of structural weaknesses which
include: lower than average prosperity; a mix of service industries and a large retired population.
These local factors heighten the challenges faced by the Island as they are, on the whole, not
shared with other areas of the South East. The recession of the 1990’s was a major cause of the
economy’s relatively poor performance against the South East Region. It means that the Island
currently has lower productivity lower skill levels and less high value employment compared to the
South East.

The economic indicators reveal the following key challenges:

The Isle of Wight is strongly reliant on the public sector ~ for employment. The current
public sector employee job share is 25.1% compared to national average of 19.5%.

10,610 working age residents currently claim out-of ~ -work benefits (12.6% of the working
age population).

The economic activity rate of 69.6% is substantially lo  wer than the regional and national
averages of 79.1% and 76.4% respectively, with 25,100 of the working age population being
economically inactive.

The Isle of Wight economy is characterised by low wage employment . Gross weekly pay for
both resident and workplace on the Isle of Wight (£460 and £441) are both well below national
and South East averages.

Very limited private sector job growth between 2003 and 2008 (1.1% compared to national
average of 5.5%).

Relatively low job density of 0.71 compared to national average of 0.79.

Profile of Portsmouth

Portsmouth is an island city on the south coast with a population of over 200,000 living within an
area of 15.5 square miles and home to 6,500 businesses. The presence of the Royal Navy and
the dockyard has long shaped the city economy and image, acting as a catalyst to create a
network of defence and related industries as well as a haval heritage based tourist industry.
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Portsmouth is home to a number of industry leaders in defence, aerospace and IT e.g. Qinetiq,
BAE Systems, Thales, IBM, EADS Astrium and Pall Europe. It also benefits from a strong HE
sector. The University of Portsmouth is recognised for its environmental and cleantech
specialisms.

Despite recent investment and the potential for growth (private sector employee job growth of
6.2% between 2003 and 2008 compared to national average of 5.3%), there remain some
significant number of challenges.

Employment levels in the City are low , particularly in areas of deprivation in wards such as
Charles Dickens, Paulsgrove and St Thomas, characterised by lower than average incomes,
lower levels of education and skills, higher rates of crime and other social issues.

16,790 working age residents currently claim out-of  -work benefits (12.1% of the working
age population).

Portsmouth is strongly reliant on the public sector  for employment. The current public
sector employee job share is 26.3% compared to national average of 19.5%.

32,800 working age people in Portsmouth are economically inactive

There are relatively low levels of entrepreneurial activity  in terms of the number of active
businesses per 1,000 of the resident population (28.2% compared to a national average of
39.1%).

Resident weekly earnings (£480.2) are significantly below national and regional
averages. Furthermore, they are £60 below that of the workplace average in Portsmouth
underlining the fact that a significant proportion of the jobs in Portsmouth are taken by people
living outside of the area.

Portsmouth has the highest proportion of young people (16-18 year olds ) who are not in
education, employment or training (NEET) in the Sou  th East equating to 11.1% (449) of
the cohort.

Profile of Southampton

Southampton is one of the largest cities outside of London in the South East and has a population
of around 236,700 with approximately 7,700 businesses operating in the city and around 117,000
people employed in Southampton either as employees or self-employed.

The city benefits from the proximity to two international gateways — the Port of Southampton and
Southampton International Airport. It also benefits from a strong HE sector. The University of
Southampton and Solent Southampton University together have a student population of around
40,000. The University of Southampton is one of the top 10 research-led universities in the UK
and has a global reputation for leading-edge research into oceanography, cancer sciences, sound
and vibration research, optoelectronics and textile conservation. Southampton Solent University
has the internationally renowned Warsash Maritime Academy.

The economic indicators reveal the following key challenges:

A high proportion of the working age population in So uthampton are employed in the
public sector — 22.6% compared to the national average of 19.5%,

No private sector job growth between 2003 and 2008  (0.1% compared to national average
of 5.5%).
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Resident weekly earnings (£452.2) are significantly below national and regional
averages. Furthermore, they are £65 below that of the workplace average in Southampton
underlining the fact that a significant proportion of the jobs in Southampton are taken by
people living outside of the area.

19,170 people are on out-of-work benefits  (11.4% of the working age population).
The economic activity rate of 72.5% is below the so  uth east and national averages of
79.1% and 76.4% respectively. 46,400 working age residents in Southampton are

economically inactive.

Relatively low entrepreneurial activity  in terms of the number of active businesses per
1,000 of the resident population (25.5% compared to a national average of 39.1%).

Southampton has a high proportion of young people (16-18 year olds) w  ho are not in
education, employment or training (NEET) equ  ating to 9.7% (604) of the cohort.
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