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EXECUTIVE SUMMARY

EM3: A diverse economy with niche
specialisms, high value industry and business
led innovation at its core

The Enterprise M3 economy is extremely diverse.
Understanding the complexities and the
relationships that operate within it is key to
interpreting how the LEP functions not only
economically, but innovatively.

On a surface level the economy can be dissected
into broad sector strengths: Science, Professional
and Technical activities and Health both have a
12% share of employment and are growing.
Information and Communication is not far behind
with 7% share but has experienced job losses in
recent years.

Innovative businesses in sub-sectors like Space,
Digital and the industry are drawn here to reap the
benefits of the r e gi o knéwdedge-based
economy. Proximity to London provides ample
opportunity for businesses to locate themselves in
a strategic position to access skilled Ilabour
through well-connected infrastructure and other
services.

EM3 has one of the highest number of scale-up
businesses outside of London but the economy is
also dominated by micro businesses, making up
90% of all businesses. The success of the games
industry and the Digital sector correlate to the

presence of strong smaller businesses whilst
scale-ups are thriving in association with research
institutes and universities.

Yet dig a little deeper and there are signs of
concern. Overall job growth has been slow and
many of EM36 snost productive and specialised
sectors have seen job losses at a time when they
are growing rapidly in other parts of the country.

EM3 is preparing its local industrial strategy at an
opportune moment to ensure the economy
remains on its historically successful path. Key to
ensuring future success is making the most of
EM306 distinctive offering as a diverse economy
where high value innovation occurs across sectors
and place.

A private sector powerhouse of R&D with the
commercialisation of innovation central to
industry success

Business investment is the primary source of R&D
(80% of total expenditure). EM306 sbusinesses
spend 1.8 times more on R&D than businesses in
the UK, with notable high-value innovation
occurring in priority sectors such as Space, Digital
Services and Materials & Manufacturing.
Farnborough is a huge contributor towards this,
home to an internationally important cluster of
Aerospace companies, hosting their main UK R&D
research facilities.

Commercialisation and sales of innovative
products is a stand-out strength of EM36 s
businesses. The region attracts an average of
£13.5m of Innovate UK funding each year and has
supported more than 1,200 projects in the region
since 2003/04 i the 4™ highest number among all
LEPs. This has been invaluable to many
businesses looking to undertake R&D.

This type of funding has enabled Surrey Research
Park to develop an international reputation for its
expertise in the Space industry, with businesses
like Surrey Satellite Technology and Earth-i well
established. Southampton Science Park
meanwhile thrives in technological solutions for
Transport and Health.

However, the success seen in these research
parks may not have been possible without the
universities acting as a beacon of innovation,
providing the infrastructure that not only attracts
business but supports and retains them. It is the
provision of the 6 r i gmhad caaddthe business
support that has resulted in a thriving innovative
environment in these areas.

Industry is clearly driving R&D, particularly in
business parks in Farnborough and Basingstoke,
but the university association with Surrey and
Southampton research park have provided a
strong support network for innovation.



EXECUTIVE SUMMARY

Scaleups are thriving in innovative spaces and
are a key economic asset

EMS3 is ranked as the 71 highest LEP in terms of
number of scale-ups, increasing by 1,200 scale-up
businesses since 2011. University spaces,
business incubators and organisations like the
EM3 Growth Hub provide the perfect environment
for their continued success.

Southampton Science Park and the University of

It is within these companies that emerging sectors
and technologies develop. The nature of work
within these industries is vital to the innovation

ecosystem and will be key to future-proofing EM306 s

economy.

High entrepreneurship but collaborative

innovation falls short

There is a substantial amount of entrepreneurship
within the LEP. The number of innovation active

Surrey work closely with SETsquared, the wo r | d 6 dirms in EM3 is 1.13 times greater than the LEP-

number 1 ranked business incubator, advising
scale-ups on how to specialise and obtain large
funding.

Royal Holloway has invested into the creation of a
cyber security data centre that will aim to grow 25
businesses, creating 500 new jobs over the course
of 5 years. In addition, the creative spaces offered
by companies like Rocketdesk ensure businesses
have the spaces to work, innovate and thrive.

As a consequence of the support for the scale-up
industry across numerous platforms, key sectors
including Creative, Digital and Health have
produced exciting companies, utilising new and
emerging technologies. The Story Futures
Academy lead by Royal Holloway is a primary
driver in this, using immersive technologies, such
as virtual and augmented reality, to push forward
innovation in the creative sector.

wide average. Telecommunications and Digital
communication are particular stand out performers,
drawing activity from a high number of firms.
Consequently, EM3 is ranked as the 5™ highest
LEP in terms of sales of innovative products,
indicating a high success in transitioning patents to
market ready products.

Despite the success on many fronts, more can be
done to support the innovation ecosystem. EM3
underperforms in terms of collaborative innovation,
ranked 18" amongst all LEPs. There are a wealth
of innovative businesses and despite the nature of
the scaleup industry, collaboration is surprisingly
low.

Currently there is work being done to spur further
innovative activity by developing closer ties
between businesses and Higher Education
institutions. Academia provides key spaces for
innovation while industry leads R&D investment.

Whilst smaller, more flexible businesses have the
means to share workspaces, engaging with larger
businesses to foster collaboration can be the key
to unlocking the potential of innovation across
EMS3.

Understanding innovation networks and the
importance of infrastructure will ensure
continued success

EM3 hosts a variety of globally successful
businesses, specifically in the aerospace industry,
that are crucial to the national economy, whilst also
providing the means for smaller, innovative
businesses to grow. Universities have a strong
presence, with a strong history of success, but the
linkages between both areas is lacking.

EM3 has the right ingredients for a powerful
innovation ecosystem but needs to spur innovative
activity further by developing closer ties between
big businesses, scale-ups and higher education.
Crucially, the interventions designed to achieve
this must draw from the success seen in dedicated
spaces on science and research parks, alongside
targeted support of standalone creative clusters.

EMS is a successful economy with many global
businesses undertaking high value work. This
foundation can be built on to establish the area as
one of the primary innovation ecosystems of the
UK.
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INTRODUCTION

Metro Dynamics has been commissioned by the Enterprise M3 LEP (EM3 or
Enterprise M3 in this document) to develop an analysis of the existing science
and innovation assets and identification of the priority sectors within the EM3
economy.

This data pack consolidates a range of reports commissioned to feed into the
Local Industrial Strategy and technical reports, propositions and strategies that
specifically relate to innovation and priority sectors. These have been coupled
with specialist analysis undertaken by Metro Dynamics to ensure a complete
picture of the innovation ecosystem and sector strength is presented.

The analysis has considered EM3 as a whole, but also variation within the LEP
area. This involves looking at differences between the local authorities, each of
which make unique contributions to the regional economy, specialising in
activities ranging from Digital to Space.

EM3 is a polycentric place without a single major city within its own boundaries
(though it borders London to the north and Southampton to the south), therefore
various case studies have been included assessing specific research activity at
a local level, in order to identify the areas of key innovation across the LEP. This
includes Surrey research park, Southampton Science Park and Royal Holloway.

Comparators have been used to provide context for EM36 gerformance, data
permitting. Comparators range from neighbouring LEPs, benchmarking against
the LEPs of England to compare trends, the South East and Great Britain where
appropriate. Where possible, temporal data and change over time has been
used to contextualise current performance and show trends.

This pack is organised into three sections. The first two sections give an
overarching summary of the sector specialisms and the innovation assets within
EM3 whilst the third summaries EM3 as a place:

Sectors i provides detailed analysis of EM36 sector specialisms, looking in
detail at specialist sub-sectors within the economy and identifying niche
drivers of the economy.

Innovation i covers R&D and innovation, focusing on innovation assets and
assessing whether this activity ties in with sector specialisms.

Place 1 presents population trends, house affordability, natural capital and a
towns breakdown analysis.
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SECTOR COMPOSITION: A VARIED ECONOMY

Employment by broad sector (2018)

6% 2% 6%

9%
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Source: ONS Business Register and Employment Survey, 2018
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= Primary industries

= Manufacturing
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= Retail and hospitality

= Transport and storage

= Information and communication

= Financial and insurance activities

= Property

= Professional, scientific & technical
activities

= Administration and support activities

= Education

= Health

EMS3 has an extremely varied economic makeup, with a greater
proportion of high-skilled jobs than the national average.

12% and 7% of employment is within Professional, Scientific &
Technical activites and Information & Communications
compared to 9% and 4% nationally. On par with these is Health,
consisting of 12% employment within the economy. Other high-
skilled professions reflect proportional employment levels similar to
the national average: Education and Financial professions.

Retail employment is high across the country, and the story is no
different within EM3. Employment in Retail & Hospitality represents
25% of the LEP-wide employment, providing jobs to an estimated
182,000 individuals. Deeper analysis shows that the LEP
specialises in the food service and public houses and bars
sectors. Given its proximity to London and the south coast, the local
authorities comprising EM3 provide a strong evening economy
offer.

The proportion of those employed in production is lower than the
national average. Primary Industries and Manufacturing
comprise of only 2% and 6% of employment in EM3 respectively;
nationally they comprise of 3% and 8%. While the sector-wide
employment is low, the LEP does hold a number of specialisations
in the Primary Industries.



CHANGE IN COMPOSITION FROM 2013

Change in broad sector employment (2213.8)

Industry

Professional, scientific &
technical activities

Health

Retail and hospitality
Construction
Transport and storage
Manufacturing

Education

Administration and support
activities

Property

Arts, entertainment,
recreation & other services

Primary industries

Financial and insurance
activities

Information and
communication

Total

Employment
2013

75,750
79,000
173,425
37,625
21,175
42,250
64,500
81,475
10,850
42,750
14,490
22,150
56,750

722,190

Employment
2018

86,500
89,750
182,325
43,625
25,175
45,125
66,000
82,625
11,750
43,500
15,200
22,200
53,875

767,500

Employment
Change

10,750
10,750
8,900
6,000
4,000
2,875
1,500
1,150
900
750
710

50
-2,875

45,460

Source: ONS Business Register and Employment Survey, 2013 and 2018

% Change
EM3

14.2%
13.6%
5.1%
15.9%
18.9%
6.8%
2.3%
1.4%
8.3%
1.8%
4.9%
0.2%
-5.1%

6.3%

% Change
GB

18.9%
6.1%
8.0%

15.8%

17.5%
4.2%
2.7%

11.1%

10.4%
8.6%

11.4%
0.9%

15.3%

9.2%

The picture across EM3 is one of employment growth within
specific sectors, however as a whole the growth rate is below the
national average.

The Professional, Scientific and Technical sector has the largest
growth in absolute terms. This is a sign that EM3 can deliver the
conditions and skills necessary for high-value growth, attractive for
business. However, employment growth is below the national average
for the industry.

The Transport & Storage sector has seen the largest growth in
employment over the last five years as a proportion of total
employment. That is to say: Transport & Storage has become a
proportionally more significant part of EM36 #otal employment.

In many high-skilled industries, activities are high-value and are high
in productivity, driving local growth but sometimes mask declines in
employment. Employment in Information & Communications and
Financial & Insurance has declined across EM3 despite growing
nationally. The growth in employment in Education has been positive
but also lags behind the national average.

Employment in the Health sector is high and growing at more than
double the national rate, observing employment growth in excess of
10,000. Such a large growth in employment is positive in a sector that
struggles to recruit and retain staff..

With such substantial growth, it is worth investigating this sector
further. Employment growth in Health is spread across three
subsectors: Human Health Activities, Residential Care Activities and
Social Work activities. Human Health Activities e.g. Hospital Practices
& Medical nursing home activities, account for over half of
employment growth creating 6,200 out of the 10,750 new jobs in the
Health Sector. However, it is difficult to determine whether this has

been driven by the public or private health care sector.
9



TOP 10 SPECIALIST SUB-SECTORS

Most specialised SIC2 sectors (2018)

Professional, scientific and
technical activities

Information and
communication

Manufacturing

Manufacturing

Professional, scientific and
technical activities

Professional, scientific and
technical activities

Arts, entertainment and
recreation

Agriculture, Forestry and
Fishing

Information and
communication

Professional, scientific and
technical activities

Sub-sector

Scientific research and
development

Computer programming,
consultancy and related activities

Repair and installation of
machinery and equipment

Manufacture of computer,
electronic and optical products

Activities of head offices;
management consultancy
activities

Veterinary activities

Sports activities and amusement
and recreation activities

Forestry and logging

Telecommunications

Architectural and engineering
activities; technical testing and
analysis

Source: ONS Business Register and Employment Survey, 2013 and 2018

LQ Employment Employment

2.27

2.23

2.02

1.80

1.57

1.53

1.49

1.48

1.43

1.40

Change

1,190

2,375

2,410

-815

6,050

920

1,250

175

-3,065

1,025

(2013-18)

17.7%

6.2%

65.3%

-13.8%

23.7%

54.1%

7.8%

43.8%

-30.4%

5.6%

This table shows the sectors that EM3 specialises in by using
Location Quotients (LQs). LQs show the proportion of the local
workforce employed in a sub-sector compared to Great Britain.
For example, in scientific research and development, the
proportion of employees working in EM3 is 2.27 times as large
as in Great Britain.

Science and industry feature strongly in EM306 specialist
sub-sectors. Six of the specialist sectors fall within the Hi-
Tech industry (Information and Communications and
Professional, Scientific and Technical), and two within the
Manufacturing Sector.

The majority of these professions require specific training and
skills, adding to the complexity of the activities. The two largest
employing specialist sectors fall within the Hi-Tech industry,
butt h e ynét neeessarily the most specialist i nor have they
grown considerably over time. In fact, four of the six Hi-Tech
sectors have become less specialist since 2013.

Of the top four specialist sub-sectors, two are within the
Production Sector in Manufacturing. The repair and
installation of machinery and equipment has grown relatively
more specialised compared to other sub-sectors since 2013
(see the following slide). Furthermore, the growth in
employment has outpaced many others.

The overall picture however is perhaps a consequence of such
a varied economy; there are limited stand out specialisms
within  EM3. Clear strengths are within scientific R&D,
computer programming and manufacturing but as a whole,

there is a lack of headlining sub sector specialisms. 10



10 FASTEST GROWING SUB-SECTORS

The ten fastest growing SIC2 sectoyd Q growth(2018) The ten fastest growing SIC2 sectoyemployment growth(2013- 2018)
Sector Sub-sector LQ 2018 LQ Growth Employment Sector Sub-sector LQ 2018 Employment Employment
2018 2018 Growth
Manufacturing Repair and installation of 202 0.76 6,100 Human health and social Human health activities 0.83 48125 6,200

machinery and equipment work activities

Manufacture of paper and Professional, scientific ~ Activities of head offices;

Manufacturing paper products 0.60 0.37 860 and technical activities =~ management consultancy activities 1.57 81,525 6,050
égr;]ci:#éture, Forestry and Forestry and logging 1.48 0.33 575 Construction Construction of buildings 1.35 15,925 6,025
. Manufacture of motor vehicles, Human health and social Social work activities without

Manufacturing trailers and semi-trailers 0.84 031 3,490 work activities accommodation 1.04 23,375 3,900

Construction Construction of buildings 1.35 0.29 15,925 Accqmmoda.t lon and food Food and beverage service activities 1.01 46,625 3,125
service activities

. S Wholesale and retail

Professional, scientific . I ) . Wholesale trade, except of motor

and technical activities Veterinary activities 1.53 0.25 2,620 trade; repair of motor vehicles and motorcycles 1.33 40,250 2,875
vehicles and motorcycles

Professional, scientific ~ Other professional, scientific Administrative and -

and technical activites ~ and technical activities 1.18 0.20 6,425 support service activities P oyment activities 0.77 19,100 2,790

Manufacture of other non- Wholesale and retail Wholesale and retail trade and
Manufacturing o 0.52 0.20 1,110 trade; repair of motor repair of motor vehicles and 1.16 16,575 2,525
metallic mineral products )

vehicles and motorcycles motorcycles

Human health and social Social work activities without . Repair and installation of machinery

work activities accommodation 1.04 0.20 23,375 Manufacturing and equipment 2.02 6.100 2,410

Transportation and . L Information and Computer programming,

storage Postal and courier activities 0.82 0-18 5,005 communication consultancy and related activities 2.23 40,500 2,375

Source: ONS Business Register and Employment Survey, 2013 and 2018 11



FASTEST GROWING SECTORS

The fastest growing SIC2 ss#ctors by Employment growth (2018)

3.00

2.50

2.00

1.50

1.00

0.50

0.00

Repair and installation of Computer programming,
machinery and equipment consultancy and related activities
Activities of head offices;
management consultancy activities
Wholesale trade, except ‘

of motor vehicles and
motorcycles

Wholesale and retail

trade and repair of motor
vehicles and motorcycles

Employment activities

Food and beverage accommodation

service activities

1000 2000 3000

Professional, scientific and technical activities
@ Human health and social work activities
e Administrative and support service activities

@ Manufacturing

Social work activities without

4000 5000 6000 7000

Construction
Accommodation and food service activities
® Wholesale and retail trade; repair of motor vehicles and motorcycles

Information and communication

Source: ONS Business Register and Employment Survey, 2013 and 2018

Construction of buildings

Human health activities

8000

This graph shows the change in
absolute employment between 2013
and 2018 along the x-axis, the 2018
LQ value along the y-axis, and the
relative size of employment in the sub-
sector (as the size of the bubble).
Those sub-sectors with high LQs are
highly specialised (have considerably
higher employment than the national
average).

The activities of head offices;
management and consultancy
services sector alongside the human
health sector demonstrates a high
level of specialisation and employment
has grown significantly i reflected in
its location far right.

What should be noted is the
distribution across the LQ axis. Whilst
some sectors are experiencing
significant employment growth,
specialisms remain low.

12



EMPLOYMENT OF FIRST DEGREE GRADUATES BY SECTOR

Employment of first degree graduates

Employment of First
Degree Graduates 02 0.6
Across Industry Py o @ @
Sectors (%)
Farming, Fishing Miniing & Electricity, Gas & Construction  Wholesale, Retail Hotels & Transport, Storage
& Forestry Manufacturing Water Supply & Motor Trades Restaurants & Communication
Financial & Real Professional, Defence, Public Education Health & Arts, Other Community,
Estate Activities Scientific & Administration, Social Work Entertainment  Social & Personal
Technical Social Security & & Recreation Services, Private
Activities International Household
Organisations Employees

*Information relates to the old EM3 boundagyincluding the New Forest and isolating areas of Test Valley, Winchester areBgstite

Just shy of a quarter of first degree graduates enter into employment in the Professional, Scientific & Technical sector i one of Enterprise M3s
most specialist and fastest growing sectors. It is also one of the most high-value, highly innovative sectors within the LEP. Enterprise M3 appears to have
little trouble recruiting to this industry, reflecting its strength and performance. Health & Social Work and Education are the next two largest graduate
employing sectors. These are similarly high-skilled areas. Social work activities (without accommodation) is one of the fastest growing specialties in the
LEP by employment, growing by 3,900 since 2013.

13



BUSINESS COUNT BY SIZE AND EMPLOYMENT

VAT-Registered Business count by size (2017)

Employment by business size (2017)

Medium
(50 to 249)

Total Small
businesses (10to 49)

Total %

Enterprise M3 79,265 71,715 90.5 6,095 7.7 1,160 15

Bucks Thames

31,080 28,375 91.3 2,185 7 425 1.4
Valley
Coast to Capital 90,335 82,075 90.9 6,875 7.6 1,120 1.2
Solent 41,635 36,670 88.1 4,155 10 670 1.6
Thames Valley 4,680 | 40200 902 = 3,390 76 755 17
Berkshire
London 505,655 | 459,440  90.9 37,035 7.3 7,185 1.4

295

90

265

140

245

1,995

Source: SQW Headlines Productivity Report (2019) based on ONS Business Count data

The table to the left shows EM3 and ¢ o mp a r dusioessbceunt broken
down b% size and share of the total business stock. The chart to the right
shows the share of people employed by businesses of different sizes

Micro-businesses comprise roughly 90% of the business base in EM3,
similar to many of the comparator LEPs, employing 18%-25% of workers.
This highlights the fact that smaller businesses are dominating the economy.
Whilst this is a common trait in many economies, this value cannot be
underestimated. Within EM3 micro businesses, particularly scaleups, are of
great value to the economy, undertaking research and innovative,
specialised work.

Small and medium businesses account for roughly 8%-12% of the total

0.3 30%

100%

90%

80%

0.4 70%
60%

0.3 50%
40%

20%
10%

0.3

0.5 0%

04 EM3 Bucks Thames Coast to London Solent Thames Valley
Valley Capital Berkshire

Micro = Small mMedium mLarge

Source: Metro Dynamics analysis of ONS employment by Enterprise Size date

business base and employs 25%-35% of workers. Large companies with
over 250 employees account for 40%-60% of employment and less than
0.5% of the business base.

52% of EM36 sworkers are employed in large businesses. Coast to
Capital, London and Thames Valley Berkshire all have over 50% of workers
employed in large businesses

Buckinghamshire Thames Valley has the lowest share of workers employed
in large businesses at only 40%. It also has the highest share of workers
employed in micro businesses at roughly 25%.

14



BUSINESS COUNT BY SECTOR

Summary table: Business count by sector (2019)

Wholesale & retail;
Transport;

Arts, recreation & other

Public sector,

Production Professional Services IT & Finance

\ Education, Health services
Accommodation
No. Share No. Share No. Share No. Share No. Share No. Share

EM3 15,130 19% 15,410 19% 28,655 35% 12,620 16% 4,175 5% 5,025 6%
Buckinghamshire 6,460 21% 5,595 18% 11,015 35% 4,370 14% 1,695 5% 2,010 6%
Thames Valley

Coast to Capital 19,065 21% 19,950 22% 29,895 32% 12,035 13% 5,410 6% 6,325 7%
London 73,010 14% 101,895 20% 197,075 38% 87,665 17% 26,905 5% 35,695 7%
Solent 10,650 24% 13,380 30% 11,345 26% 3,905 9% 2,565 6% 2,640 6%
Thames Valley 7,245 16% 8,650 19% 15,480 34% 9,110 20% 2,295 5% 2,620 6%
Berkshire

United Kingdom 645,270 24% 657,500 24% 800,805 29% 286,845 11% 153,995 6% 174,020 6%

Source: ONS Business Count Data (2019)

The table above shows the sector composition of EM36 $usiness base. Within the Production sector, Construction has the largest number of

Professional Services is the largest sector by business count at over
35% of the business base. Only London has a higher share of
Professional Services firm at 38%.

The next two largest sectors by business count are the Production sector i
which includes Agriculture; Mining & Utilities; Manufacturing and
Construction 7 and Wholesale & retail; Transport; Accommodation sector.
Both of these broad sectors account for 19% of EM36 $usiness base
respectively.

businesses with over 9,565 businesses equating roughly 63% of the 15,130
businesses within the sector.

Within IT & Finance, 8,340 businesses are within Computer
Programming, Consultancy and related activities equating to roughly
2/3 of the 12,620 businesses within the sector.

Within the Professional Services firms, Activities of Head Offices;
Management Consultancy activities account for 9,045 businesses,
or roughly 1/3 of the total 28,655 businesses.

15



BUSINESS AND EMPLOYMENT CONCENTRATION

Given that over 90% of businesses in EM3 are microbusinesses and that the economy is
home to niche sectors such as Space and Gaming, it is helpful to supplement LQ analysis
at the SIC4 level with a business concentration analysis. SIC codes can be limiting when
analysing specific sectors therefore additional analysis can help to assess local economies.

The table overleaf shows the employment figures and business count alongside LQs and
business concentration for EM3, compared to the UK average. The rows in light green
show the total employment and company count for the whole sector. Sub-specialisms of
note are also listed in the white rows.

Experian MarketlQ has been supplemented with official UK Business Count data for the
games sector only to capture companies that are not on the Interdepartmental Business
Register (IDBR). Please note that Experian MarketlQ and IDBR data is self-reported and
non-exhaustive. It is intended to provide a snapshot of how the share of companies in
specialist sectors within EM3 compare to the UK, rather than a definitive value.

With the exception of Gaming, strategic sectors such as Aerospace/Defence/Space;
Digital; Telecommunications have seen stagnant or even decreases in jobs across multiple
sub-sectors.

More encouragingly, some subsectors maintain a high LQ despite job losses
indicating that while EM3 maintains a high specialism, further support is needed to ensure
future success.

In the Aerospace/Space/Defence sector there has been a 10% decrease in jobs between
2013-18. Some specialised sub-sectors include the Repair and Maintenance of Aircraft and
Spacecraft which has seen employment increase by 23%. Its LQ of 2.40 indicates it is twice
as specialised as the UK average and a clear strength. An additional specialism is in the
Manufacture of Air and Spacecraft and Related Machinery, with a business concentration
of 1.95, indicating there are almost twice the number of businesses within EM3 than there
are nationally.

Due to confidentiality issues with Business Count data, the number of Defence Activities
companies has been rounded to 0. In reality, there are likely between 1-5 companies
engaged in Defence Activities, employing 2,835 workers and have an LQ of 2.27.

Source: Metro Dynamics Analysis of Experian and UK Business Count data (2019)

In the Digital Sector, there has been an 1% increase in the number of jobs. There are
9,160 digital companies in EM3 employing 47,630 workers, both of which are twice the UK
average. However it is within the sub sectors where greater context is found. Despite many
sub-sectors experiencing job losses, accounting for the overall subdued employment
growth between 2013-18, there are strengths in computer consultancy and computer
programming, both having high business density and are more specialised than GB.

Telecommunications employment decreased by 29% between 2013-18. Overall, the
sector is 1.5x as specialised as GB, with particular business concentration strengths in
wholesale of electronic and communication equipment and, more substantially, the
manufacturing of fibre optic cables by 5x the national density. All telecommunications sub-
sectors have experienced decreases in employment with the exception of manufacture of
fibre optic cables.

The games industry emerges as a strong sector in terms of companies and jobs
concentration. It is the only sector showing strong employment growth between 2013-18.
This uses Experian data and highlights the publishing of computer games as almost 5
times as specialised as GB. There is a high concentration of software development and
video games companies. However, SIC code classification in is inconsistent and these
figures should be viewed with caution.

It is difficult to determine the cause of job losses. For some sub-sectors, such as
Manufacture of Electronic Equipment, the jobs and companies count have both decreased,
as expected. However in other cases, such as Data Processing, job losses have been
accompanied by an increase in the number of companies (+10) where there were 1,200
jobs lost between 2013-18. Due to the rounding methodology that is applied, it is possible
that there were one or two large companies responsible for job losses, which is not offset
by the increase in the number of companies that have since opened. Unfortunately the raw
data does not provide visibility of the size of businesses.

There are some clear strengths throughout these sectors that contribute to the economy of
EM3, however niche sectors remain difficult to draw definitive conclusions due to limitations
of SIC codes. Sectors are understood more when assessed in conjunction with further
analysis, something this evidence base will explore when looking into innovative activity.

16



SIC4 LQs and Companies Concentration Analysis

Aerospace/Space/Defence

2540
3030

2611
2612
2620

6399
8020
9511

: Manufacture of weapons and ammunition

: Manufacture of air and spacecraft and related machinery
3040 :
3316 :
6130 :
8422 :
Digital
: Manufacture of electronic components

: Manufacture of loaded electronic boards

: Manufacture of computers and peripheral equipment
2640 :
4651 :
5829 :
6201 :
6202 :
6203 :
6209 :
6311 :
6312 :
: Other information service activities n.e.c.

: Security systems service activities

: Repair of computers and peripheral equipment
9521 :

Manufacture of military fighting vehicles

Repair and maintenance of aircraft and spacecraft
Satellite telecommunications activities

Defence activities

Manufacture of consumer electronics

Wholesale of computers, computer peripheral equipment and software
Other software publishing

Computer programming activities

Computer consultancy activities

Computer facilities management activities

Other information technology and computer service activities

Data processing, hosting and related activities

Web portals

Repair of consumer electronics

Games industry

3240 :
5821 :

Manufacture of games and toys
Publishing of computer games

62011 Ready-made interactive leisure and entertainment software development
Telecoms

2630 :
2731 :
2732 :
2733 :
4652 :

4742
4743
6110
6120

Manufacture of communication equipment

Manufacture of fibre optic cables

Manufacture of other electronic and electric wires and cables
Manufacture of wiring devices

Wholesale of electronic and telecommunications equipment and parts

: Retall sale of telecommunications equipment in specialised stores
: Retall sale of audio and video equipment in specialised stores

: Wired telecommunications activities

: Wireless telecommunications activities

6190 :
9512 :

Other telecommunications activities
Repair of communication equipment

120

40

70

9,160
25
15
30
25

105
100

1,480

5,955
30

870
110
65
130
75
120
25
179
20
15
144
630
50

[&)]

150
10
30
85
80

195
20

5,510
35
1,260
110
1,230
40
2,835
47,630
110
260
395
70
2,830
485
11,110
24,000
45
5,580
970
140
205
390
890
150
1,100
15
85
1,000
10,890
490
110
55

2,760
305
45
315
605
6,110
95

1.62
1.90
1.95
0.00
1.52
1.29
0.00
1.93
1.74
1.97
1.49
1.98
2.04
1.70
1.77
2.08
1.43
1.82
1.38
1.87
1.44
1.20
1.07
1.54
7.19
1.18
1.87
3.56
1.64
1.67
5.71
0.89
0.00
2.03
0.31
1.78
1.99
2.10
1.55
1.19

1.23
0.11
0.61
1.60
2.40
0.15
2.27
2.05
0.31
1.30
2.26
0.70
2.83
1.62
2.34
2.42
0.65
1.63
0.89
0.40
0.63
1.04
1.19
2.00
6.28
0.13
15
3.08
1.55
1.40
3.52
0.31
0.00
2.94
0.53
0.51
1.33
0.90
1.64
0.63
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SPOTLIGHT ON THE GAMES INDUSTRY

Map of Game Developers, Service Companies and Universities (2019)
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Source: UKIE & Nesta Games Map 2019; UKIE & NESTA A Map of the UK Games Industry 2014

The map to the left was developed by UKIE and Nesta following a report
in 2014 and has since been updated.

This sector is difficult to capture with SIC codes, therefore will be under-
represented using standard LQ methodologies.

The Nesta report identifies Guildford and Aldershot as one of 12
games sector hubs nationwide, representing a key asset within
EM3. Both areas have a high number concentration of games
companies and a high number of games developed. In Surrey and
Hampshire counties there were:

146 game developers and publishers
4,362 games published

9 games related courses on offer

The most popular platforms for published games were Windows PC
games; mobile games, primarily on iOS and Android to a lesser extent;
and console games on Xbox and PlayStation.

The Winchester School of Art and University of Creative Arts Farnham
offers undergraduate course such as a BA in Games Design and a BSc
in Computer Games Technology

Some notable companies include Hello Games and EA games.
Hello Games has a reported turnover of over £25 million and resides in
Guildford. Its latest release is No Ma n 8ky in 2016; EA Games, the 2"
largest company in Europe and North America, also has a game
development studio in Onslow House, Guildford.
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ECONOMIC COMPLEXITY

Economic Complexity ranking by local authority
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Source: ONS Business Register and Employment Survey, 2018

An Introduction to Economic Complexity

The Economic Complexity Index (ECI) measures economic specialisms and
how diverse a local authority is relative to other local authorities. To calculate
it, we first ask, for each place, how many sector specialisms are there? A
specialism is defined as an industry that has a Location Quotient (LQ) which
is greater than 1. We then ask: how specialist are these activities i.e. Across
GB how many local authorities are performing such activities?

This may be misleading as not all specialisms which are held by a few places
are high-value. We again ask the diversity question i how many of these
places have diverse industries?

Economic Complexity can then rank a Local Authority on the number of
diverse, high value sectors, compared to the rest of the country. A local
authority with a higher complexity rank seemingly has a greater
knowledge base within its economy to cater for the diverse industry.

Enterprise M3 A highly complex economy

Enterprise M3 is the sixth most complex LEP and has the fifth highest
GVA per head (measured against the previous LEP boundary). Excluding
the majority of core cities, the more complex economies are located close to
London or contiguous to such economies. Runnymede and Guildford are the
26 and 38" most complex local authorities in the UK, respectively. Both
contain towns with direct rail links to London. Conversely, Winchester and
Andover are further away from London and have less complex economies
(86" and 193 most complex). Southampton is nearby, however, which will
add to the economic complexity of both places.

The map shows a relationship between the proximity of a place to London
and their complexity, but complexity also depends on other characteristics
such as skill levels and the attractiveness of a location. Elmbridge and
Spelthorne are closer to London but have a lower complexity rank than
Runnymede, Woking and Guildford, for example.
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TOP 100 COMPANIES

The top 100 companies by revenue within the LEP boundary (2018)
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This map shows the registered address
location of EM36 $argest 100 companies
by revenue.

Most large companies are located in
the north-east of the L E P gengraphy,
in proximity to London.

This aligns with the trends identified in
the economic complexity; there is a clear
OLond&Ed M emot 6ny in terms of
economic complexity of Local Authorities,
but where the top 100 and the corporate
businesses tend to be located.
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JOB VACANCIES

' @ @@ T\
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256,000 job postings 6.9% postings growth 21% skills shortage 120 skills diversity
in the last 12 months from 2017-19 vacancies in 2017 index in 2019
Ranked 21/39 Ranked 27/38
Ranked 8/38 among LEPs Ranked 3/38
23% above Engl an §"ao89 LEPs for growth among LEPs for share for skills diversity

el ow England®®!| ow Engkillsand?©o

job posting level %ABove LEP index of 100

posting growth of 8.4% shortage of 22%

HIGH DEMAND FOR JOBS IN

) ] + gl

6,753 Programmer postings 25,000 Customer Service 24,000 Information Security 14,000 Nursing postings Financial Services will
in the last 12 month postings in the last 12 months postings in the last 12 month in the last 12 months experience skills shortages

25.6% increase in
programmer postings
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SECTOR CONCLUSIONS

A varied, successful economy but growing slower than national rates.

The 6" most economically complex LEP in the country, with a clear West to East divide driven by the draw of
London, supported by the distribution of top companies.

Primary broad sectors are Professional, Scientific and Technical Activities, Information & Communication, Retalil
& Health.

With scientific R&D, computer programming & consultancy and the manufacture and installation of machinery as
the most specialised sub sectors.

Business concentration analysis brings out more niche strengths in Space (aircraft and spacecraft), the success
in Gaming, Digital (computer programming and computer consultancy) and Telecommunications (wired and
wireless telecommunication activities and the manufacture of fibre optic cables).

However jobs have declined between 2013-17, notably in the Information & Communication broad sector. Digital
and Telecommunications is a mixed picture T specialised but in specific sub-sectors.

With the difficulties around SIC codes assessing niche sectors, these findings will be tested in the following
Innovation section. This will help determine what type of innovation activity occurs within these sectors and how
significant these activities are to the local, regional and national economies.
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INNOVATE UK FUNDING SINCE 2003/04

Grant funding for Innovate UK projects (2003£02018/19)

N
(¢)

Organisations within Enterprise M3 attracted £19.12m in
funding for innovate UK projects over 2018/19. Grant funding
in 2003/04 was £712,046, increasing to £13.74m in the following
year and has continued to grow in size since. Although 2018/19
20 reflects a large level of investment, it was the L E P dowest
funding allocation since 2012/13.

Millions

Just shy of half of this funding was allocated to projects in the
Manufacturing, Materials & Mobility sectors (49.6%), with the
next highest proportion in Ageing Society, Health & Nutrition
Research (16.2%).

15

10 Enterprise M3 has attracted £216.6m of project funding since

2003/04, at an average of £13.5m per year. In comparison,
project grants in 2018/19 attracted a higher than average level of
investment despite being the lowest since 2012/13.

Allocated funding for Innovate UK projects (Em)

0
2003/04 2005/06 2007/08 2009/10 2011/12 2013/14 2015/16 2017/18

*Figures have not been smoothed
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