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Introduction and context




Purpose of report

South Tyneside Council (STC) has commissioned Hatch Urban Solutions and
Winning Moves to undertake an independent economic assessment for South
Tyneside. The aim of the study is to provide a comprehensive and robust
evidence base on South Tyneside’s recent performance and future growth
prospects, and analyse its strengths, weaknesses, opportunities and threats.
The evidence will help South Tyneside Council to shape the priorities of its
Economic Growth service and provide a baseline against which to measure the
borough’s economic recovery.

This report provides the key findings from the different research strands, which
have included:

+ A comprehensive analysis of socio-economic datasets to analyse recent
trends and the key factors explaining this.

+ A business survey of 400 local businesses asking them for their views on the
strengths and weaknesses of South Tyneside, barriers to growth and support
needs

+ More in depth interviews with a range of stakeholders including business
and sector representatives, neighbouring local authorities and commercial
agents.

The evidence base starts by analysing long and short term trends in economic
performance, before looking more closely at the key factors which have
influenced these trends, including:

+ Business and sectors

+ People, including labour market trends and the demand for and supply of
skills

+ Infrastructure, including digital infrastructure, housing and sites and
premises.

+ Place, in which we analyse differences within South Tyneside and the key
strengths and weaknesses of different areas.

Evidence base structure
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Business Survey

The business survey was conducted online and over the telephone during
November and December 2021. 400 businesses South Tyneside were
interviewed in total, with topics including:

+ Recent trends and future expectations for turnover and employment

+  Future growth plans and key barriers to growth

+  Supportrequirements and where they go to access support

Table 1.1 shows the sector profile of businesses who responded to the survey,
and how these have been grouped for the purpose of reporting differences by
sector. This aggregation was necessary to increase sample sizes so that we have
greater confidence that differences between sectors are statistically significant.
However this does impose constraints on the level of sector detail that we are
able to infer from the survey results.

The size distribution of survey respondents was as follows:

+  Micro (0 to 9 employees): 290 (73%)

Small (10 to 49 employees): 84 (21%)

Medium (50 to 249 employees): 15 (4%)

Large (250+ employees): 6 (2%)

+ + o+ o+

Unknown: 4 (1%)

Full results from the survey can be found in the appendix.

Table 1.1: Sector profile of responses to the business survey

Raw materials

Manufacturing
and construction

Retail and

hospitality

Professional
services

Public and other
services

Agriculture, Forestry, Fishing and Mining
Utilities and Remediation Activities
Manufacturing

Construction

Wholesale And Retail Trade

Transportation And Storage
Accommodation And Food Service Activities

Information And Communication
Finance and insurance
Real Estate Activities

Professional, Scientific and Technical Activities

Administrative and Support Service Activities
Education
Human Health and Social Work Activities

Arts, Entertainment and Recreation
Part of community and voluntary sector
Other Service Activities

for analysis responses
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1
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Local Policy Context

The table below describes the key priorities identified in a range of existing policy and strategic documents for South Tyneside. This was our starting point for understanding the key
issues facing South Tyneside which we have sought to test through independent analysis. Key themes in these documents are boosting productivity through investments in
transport, skills and digital infrastructure, supporting growth in high value sectors such as advanced manufacturing, renewable energy and digital technology, and ensuring that this
growth is inclusive and environmentally sustainable. Strategy documents also draw out South Tyneside’s key place and cultural assets, including the natural environment
(particularly the coastline and beaches) as well as its diverse offer of libraries, museums and visitor attractions.

m Key themes and priorities

South Tyneside * Aims to boost productivity, catalyse growth in low carbon industries and promote inclusive growth

Economic Recovery * Identifies sector strengths which could drive growth in South Tyneside in future, including advanced manufacturing, renewable energy and digital technology

Plan » Outlines the actions needed to deliver on priorities which include transport improvements to capitalise on opportunities at IAMP, investments in sites and premises and
improvements to the local skills system to provide the skills needed by industries of the future.

Economicinclusion * Prioritises improvements in careers information, boosting aspirations and employability of young people and encouraging collaboration between employers and training

and skills action plan providers to upskill residents.

(draft) * Identifies an immediate need for workers in the health and care sector, short term skill needs in advanced manufacturing and medium term needs in the renewable energy
sector

» Key challenges include high levels of economic inactivity and unemployment particularly among young people, low skills among residents and a lower proportion of people
working in higher skilled roles.

South Tyneside * Thisrecognises the important role culture plays in the lives of residents and outlines how the council will improve its cultural offer. Itidentifies five key themes where culture can
Cultural Strategy contribute to different agendas including People, communities and programming; Communication and strategic planning; Skills, education and employment; Regeneration and
(draft) economic development; Health and wellbeing

* South Tyneside’s wide range of cultural activities and natural assets are identified as a key strength. In particular, the libraries, history, heritage and museums contribute to the
cultural offer and provide benefits for tourism, skills and wellbeing, while the seafront, coastline and beaches improve quality of life.

Digital Infrastructure * Outlines how the borough will improve digital connectivity to drive economic growth, boost productivity, upskill and reduce inequalities
Strategy * Theplan sets out three key priorities including expanded coverage of fibre and mobile networks, and creating a connected borough where smart solutions can be piloted
 Digital exclusion is identified as a major challenge for South Tyneside with 53% of population excluded (which is not just related to infrastructure barriers)

Climate Change * Five-year action plan, which covers 11 key themes to bring about carbon neutrality for the Council.
Strategy




Economic Geography

Between two large economic centres

Before analysing the recent performance in South Tyneside, it is important to
understand the wider context, and key relationships with neighbouring areas, which
have an important bearing on growth in the borough.

South Tyneside is located within the North East LEP area which is recognized as a
functional economic area containing two main economic centres, Newcastle and
Sunderland. Newcastle is the largest economic centre in the city region and the main
driver of growth. It is also the main office market and the key location for high skilled
services such as professional services, HQs and ICT. Other Tyne and Wear districts are
more reliant on manufacturing for wealth creation, with different sub-sectors operating
in different parts of the city region eg automotive manufacturing in Washington and
pharmaceuticalsin Durham.

South Tyneside sits between the two major centres; as such there is a very high level of
out-commuting from the borough. According to the Annual Population Survey there
were 62,000 employed residents in 2020/21 but only 31,000 people working in South
Tyneside workplaces, which implies a net outflow of 31,000 commuters each day. This
also explains why South Tyneside has one of the lowest jobs densities in the country
(0.52 jobs for every working age resident). The 2011 Census shows the main
destinations of commuters were Sunderland and Newcastle (8,700 and 6,500
commuters respectively).

South Tyneside also shares strong migration links with other Tyne and Wear districts;
over 60% of moves in/out of the borough are within the North East LEP area. South
Tyneside is a net-importer of migrants with the largest flows being from Sunderland,
Gateshead and Newcastle. These flows are particularly high for people aged 30 to 44,
which suggests South Tyneside is seen as an attractive location for people more
advanced in their careers, who may want to start or raise a family.

Wherever data permits, the analysis in this report benchmarks South Tyneside’s
performance against the North East LEP area and England minus London (this is
because London is unique in England and skews the national average).

Figure 1.1: Origins and destinations of commuting flows to and from South Tyneside, 2011
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Figure 1.2: Net migration flows with other districts by age group, 2014-2019
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Economic performance

Economic growth has lagged behind the national and regional
average

South Tyneside’s economy, as measured by Gross Value Added, had a value
of £1.85bn in 2019 (in 2018 prices). Figure 2.1 shows economic growth was
broadlyin line with the national average until the 2008/9 economic downturn
when there was a sharp fall in GVA. Following an initial strong recovery, GVA
declined again after 2014, while the North East LEP area and national
economy have continued to expand.

Figure 2.2 shows that the main reason for underperformance in the long term
has been a large fall in value in the manufacturing sector. This was the
largest contributor to output at the start of the century, accounting for a fifth
of GVA. Since then its value has declined by £137m (40%) and now accounts
for only 11% of South Tyneside’s GVA. Manufacturing has also been in decline
in England and the LEP area, but these areas have benefitted from a more
diverse economy and a stronger services sector which have driven economic
growth.

The decline since 2014 has been due to a combination of falls in GVA in the
manufacturing and health and care sector (the result of a decline in
employment in this sector in South Tyneside) and weak growth in other
industries.

Source: GVA Regional Accounts

Figure 2.1: GVA change index, 2000-2019 (2000=100)
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Figure 2.2: Change in GVA by industry in South Tyneside, 2000-2019 (2018 prices)
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Local economic performance

Port of Tyne and Boldon Business Park support high levels of
GVA

Figure 2.3 shows where in the borough GVAis generated, using middle super

["] South Tyneside
GVA by MSOA 2019 (Millions)

output areas. It shows the three most economically productive areas are:

] £0-£50
+  South Shields, which is the main administrative, retail and service [ £50-£100
centre for South Tyneside. High GVAin this location therefore reflects = g

the high volume of employment in this area. B -£200¢250

+ Thearea surrounding the Port of Tyne which has a large concentration
of manufacturing employment and port related industries (see the
footnote about how the size of this geographical area is exaggerated in
the map).

+ Thesouth of the borough, around Boldon Business Park which is driven
mainly be a concentration of automotive manufacturing due to
proximity to Nissan in Sunderland (as well as proposed development at
IAMP).

Cleadon

- Whitburn

The map shows a high proportion of activity in the west and south of the
borough, which are more accessible by road, with the A19 running north to
south from Jarrow to Boldon. Commercial agents reported that access to the
A19is a key requirement for manufacturing and distribution businesses,
while northern and eastern parts of the borough are seen as inaccessible.

“
4 1\ . BoldonFell
Ry h

Source: ONS UK small area GVA estimates
Note: the data aggregates the GVA for two MSOAs around the Port of Tyne. This gives the impression that
areas to the south of the port, in the centre of South Tyneside generate high levels of GVA when in practice
there is very little economic activity in this area. It is not clear why these MSOAs have been combined.




Productivity

The labour productivity gap is widening

Labour productivity, as measured by GVA per filled job, was £40,407 in 2019
(in 2018 prices). This has fallen by £1,900 since 2002 compared to a rise of
over £3,000 in the sub region and England. As a result the productivity gap
between South Tyneside and both the sub region and national average is
widening. Labour productivity was around 87% of the national average in
2002 butis now around 81%.

Figure 2.5 shows the sector contributions towards changes in productivity
since 2002. This shows the net change as a result of two different effects:

- ‘within sector effects’ relating to productivity changes within sectors.

‘structural change effects’ as a result of reallocation of employment
from low to high productivity sectors, or from sectors with growing to
declining productivity (or vice versa).

It shows the main reason for underperformance was a shift away from
employment in manufacturing (a high productivity sector) towards lower
productivity sectors such as wholesale and retail. Manufacturing accounted
for 20% of employment in 2002 but this had declined to 11% of employment
by 2019. Atthe same time there has been limited growth in highly value
service sectors such as ICT and professional, scientific and technical
activities which have contributed to productivity improvements elsewhere.

Productivity improvements within sectors have also been lower in South
Tyneside than the national average. Change in labour productivity was
broadly flat in manufacturing but has increased by around £3,000 per worker
in the UK as a whole. There were also falls in labour productivity in ICT and
professional services compared to large increases elsewhere.

Figure 2.4: GVA per filled job index, 2002-2019 (UK = 100)
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Figure 2.5: Sector contributions to change in GVA per filled job, 2002-2019
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Household income

But the gap in household income has narrowed Figure 2.6: Gross Disposable Household Income per head, 2000-2019

Changes in household income can be used to assess whether living

standards for South Tyneside residents has improved. Thisis particularly

important for South Tyneside because a high proportion of its residents work 22.000
outside the borough, and therefore changes in GVA and productivity do not ’

reflect changes in the prosperity of a large section of the population. 20.000 ,‘—/\/—

Figure 2.6 shows that Gross Disposable Household Income (GDHI) per head 18.000 "
was £15,900in 2019. This increased by around £2,300 between 2000 and ’ e

2019 (in 2019 prices), equivalent to a rise of 17%. This was higher than both 16,000 J— /—J_/
the LEP and national average (11% and 14%) meaning the gap in living - ﬁ/—/\_’§

standards between South Tyneside and comparator areas has narrowed 14,000 ~ —

slightly over the past twenty years. GDHI per head is now 78% of the national

average, up from 76% in 2000, although the difference was 82% in 2011 12,000

before falling again.

o 10,000

A number of factors could explain this improvement S 29 QT VUL YYLONMT VYN R
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+  South Tyneside has a higher proportion of people on low wages than
comparator areas. Therefore increases to the National Living Wage and
Working Families Tax Credits are likely to have disproportionately
benefited South Tyneside.

= South Tyneside ====North EastLEP ===England minus London

Source:
ONA Gross Disposable Household Income

+ Increasesin the value of state pensions are also likely to have benefited
South Tyneside because of the higher share of the population aged over
65.

+  Anincrease in employment of residents will have helped to raise GDHI
from 2012 onwards as the unemployment rate fell sharply from around
12% to 6% in 2018.




Impacts of Covid

South Tyneside experienced a 10% loss of output in 2020
primarily driven by losses in the accommodation & food
sector.

As the medium term and long term impacts of Covid-19 are still evolving, it is
not yet possible to fully understand the impact on GVA. We have used the OBR’s
latest estimates of sectoral impact at a national level to understand impactsin
South Tyneside.

The model indicates that Covid19 led to a £183m contraction in GVA between
2019 and 2020, equivalent to a 10% fall in the value of South Tyneside’s output.
The Government’s revised central scenario (as of October 2021) is that the UK
economy contracted by 9.8% in 2020.

The distribution of losses varies across sectors. The greatest fall was in the
accommodation & food services sector, which accounted for 21% of total losses.
The education, transport & storage and wholesale & retail sectors also saw large
contractions in GVA, each accounting for more than a tenth of GVA losses. These
estimates reflect a mix of the magnitude of sectoral impacts at the national
level as well as each sector’s relative importance to the local economy.

Although the Covid-19 Scenarios presented here are not forecasts, they give an
indication of the growth rates required to both make up for the 2020 GVA loss
and return to the pre-Covid growth path. Under Covid Recovery Scenario A,
South Tyneside maintains its historic growth rate since 2010 (0.1%) and does
not rejoin its pre-Covid growth trajectory. Covid Recovery Scenario B is based
on the latest OBR figures (October 2021), expecting growth to peak in 2021 at
6.5% nationally, followed by growth rates of 6% in 2022 and 2.1% in 2023, whilst
ranging from 1.3% to 1.7% thereafter. It shows that South Tyneside’s economy
needs to grow at a faster rate than historically to return to its pre-pandemic
growth path.

Figure 2.7: GVA impact of Covid and recovery scenarios

2,500

2,000

0
20100 2011 2012 20013 2014 2015 20016 20017 2018 2019 2000 20001 2022 2023 2004 2025 2026 2027 2028 2029 2030

e Historic GYA Current Prices = = = Historic Trand Projectad GyA Source} )
e COVID ReCOVERY SCRNATIO A (HISTONC Growth) s COVID Recovery Scenario B (OBR Forecast) Modelling by Hatch using
OBR assumptions

Figure 2.8: GVA impact of Covid by sector (£m in 2020 prices)
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Impacts of Covid

Impacts on employment have been less severe than turnover Figure 2.9: Impacts on turnover and employment in last 12 months compared to expectations
) ) ) ) B Substantially increased I Increased a little
The business survey carried out to inform the economic assessment asked 500, ™ Met expectations Decreased a little

businesses how their business had performed over the past year. 56% of

450, M Decreased a lot
businesses reported that turnover had decreased, with 39% saying that this

40%

was by a lot. All sectors had a greater share of businesses reporting a fall in 350
turnover than an increase, but the greatest falls in turnover were reported by 30%
businesses operatingin public services and in retail and hospitality, with over 550
40% of businesses stating that turnover had fallen substantially (see Appendix
. I I - I I Source:

20%
l) ' 15%
10%

Effects on employment have been more muted. Overall a larger proportion of -

businesses reported that employment had fallen than increased (31% vs 16%), 0%
but 44% businesses reported that employment levels had remained stable. Turnover Employment South Tyneside business
This suggests most employers have retained their staff during the pandemic, e

including those who experienced a substantial fall in turnover. _ ' ) )
Figure 2.10: Main reason for change in business performance over past 12 months

When asked for the reason for the change in business performance, the 90%
impacts of Covid-19 was cited by 79% of businesses, significantly more than 80%
any other factor. This was also cited as the biggest influence on business 70%
performance in all sectors. In comparison Brexit was a minor issue, cited by 60%
10% of businesses, although this was higher in certain sectors including 50%
professional services (22%) and manufacturing and construction (17%). 40%
30%
Most of the other factors identified by businesses were highly specific, 20%
although a large number of these related to increased costs (eg steel) or the 10% .
loss of key clients or contracts. 0% ] ]
COVID-19  Increased costs UK Exit from Other
or loss of the EU Seiiacs
contracts South Tyneside business

survey




Economic Forecast

Oxford Economics show a fast recovery from the Covid pandemic
followed by a reversion to the long-term growth rate

Economic forecasts produced by Oxford Economics suggest a fast recovery from
the Covid pandemic; GVA is expected to have surpassed pre-pandemic levels by
2022, in line with the national average.

After 2022 South Tyneside’s economy is expected to grow at a slower rate than
the national average (0.9% per annum between 2022 and 2029 compared to 1.5%
p.a. in the UK) butin line with past trends over the last twenty years. Similarly
labour productivity is forecast to grow at a slower rate (0.8% p.a. compared to
1.0% p.a. in the UK).

The forecasts show a growing dependence on health and social care and
wholesale and retail to support economic growth in South Tyneside. These two
sectors account for 46% of forecast GVA growth between 2019 and 2029
compared to 26% in the UK as a whole. While higher value sectors such as ICT
and professional, scientific and technical activities are expected to account for a
higher share of growth in the UK.

Oxford Economics local economic forecasts are largely trends based and are
aligned with Oxford Economics’ global and national forecasts. They do not take
in to account local factors which have the potential to increase growth in certain
sectors. Forinstance, the forecasts show a small fall in GVA in manufacturing but
this does not take into account planned investments at the International
Advanced Manufacturing Park (IAMP) which straddles the border of Sunderland
and South Tyneside. IAMP is expected to create more than 6,000 direct jobs plus
more in the supply chain, which could deliver a major boost to South Tyneside’s
manufacturing sector which are not reflected in these forecasts. Similarly, these
forecasts do not capture the benefits that could be delivered from growth in
offshore wind, such as the planned investment by Equinor at the Port of Tyne.

Source: Oxford Economics

Figure 2.11: Forecast change in GVA, 2019-2029 (UK = 100)
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Figure 2.12: Sector contributions to GVA growth, 2019-2029
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Industrial structure

South Tyneside is home to around 4,100 businesses employing 41,400 The number of businesses in South Tyneside has increased by 290 since 2015
emplo(yeocjs) in 2020. This has fallen by nearly 4,000 employees in the last five (7%), with half of this growth coming from the construction sector.
years (-9%).

Table 3.2 also shows the borough has strengths in manufacturing (LQ of 1.46),

Table 3.1 shows South Tyneside’s main sector strengths are manufacturing, hospitality (LQ of 1.4) and construction (LQ of 1.11). Public services such as

construction and hospitality, which each have a Location Quotient above 1, education and health also account for a large proportion of the business base.

indicating these sectors account for a higher share of employment than the

national average. High LQs in public services sectors show the borough is also Both tables show an underrepresentation of high skilled service sectors such as

dependenton the public sector as a source of jobs. 26% of jobs are in the public professional services and ICT which have driven growth in other parts of the

sector compared to 22% in the LEP area and 17% in England minus London country.
Table 3.1: Industrial composition of employment Table 3.2: Industrial composition of business base
I T I N ]

2020 2015 LQ 2021 2015

Agriculture and mining 470 195 0.53 Agriculture and mining 0.22
Manufacturing 4,750 -250 1.26 Manufacturing 315 50 1.46
Construction 2,500 125 1.19 Construction 555 145 1.11
Wholesale and retail 6,125 -450 0.94 Wholesale and retail 690 -10 0.97
Transport & storage 1,875 -375 0.86 Transport & storage 250 95 1.13
Accommodation & food services 3,500 0 1.20 Accommodation & food services 390 30 1.40
Information & communication 650 -100 0.41 Information & communication 145 25 0.57
Financial & insurance 275 -100 0.26 Financial & insurance 70 10 0.75
Property 900 -50 1.30 Property 90 5 0.62
Professional, scientific & technical 1,875 -875 0.57 Professional, scientific & technical 540 -80 0.93
Business admini & support services 3,250 -1,250 0.90 Business admini & support services 330 65 0.94
Public administration & defence 2,125 125 1.26 Public administration & defence 25 0 0.77
Education 4,250 0 1.10 Education 120 5 1.21
Health 7,000 -500 1.24 Health 265 -40 1.23
Arts, entertainment, recreation & other Arts, entertainment, recreation & other
services 1,875 -375 1.10 services 325 0 1.26
Total 41,420 -3,880 Total 4,160 290 1

Source: Business Register and Employment Survey Source: ONS business counts




South Tyneside’s sectors

Evidence of strengths in advanced manufacturing and offshore
wind

Figure 3.1 considers a number of specially defined sectors which have the
potential to drive growth and wealth creation in the future in South Tyneside.
These include high value sectors such as creative and digital industries and
advanced manufacturing, lower value sectors that contribute to trade balance
(eg tourism) and emerging sectors where there may be future growth
opportunities (eg low carbon).

These sectors have been defined using 4 digit Standard Industrial
Classification codes (SIC). While we have used accepted industry definitions
for these sectors (eg DCMS for creative and digital, OECD for advanced
manufacturing and ONS for tourism), it should be noted that SIC codes have a
number of limitations, particularly for defining emerging industries such as
low carbon. The results should therefore be treated with caution.

The chart provides evidence of strengths in advanced manufacturing (LQ of
1.15) and offshore wind supply chain sectors (1.07). The tourism and low
carbon industries account for a similar share of employment in South Tyneside
as the national average.

The chart shows clearly that creative and digital industries and professional
services are not sector strengths in South Tyneside. These are high skilled
sectors which require access to a large supply of graduate level skills, which is
not available in South Tyneside. Thereis little value in trying to compete with
other areas such as Newcastle and Gateshead which have far larger
concentrations of employment and competitive advantages. Therefore, in our
view, these should not be priority sectors for South Tyneside.

Figure 3.1: Sector strengths analysis for specially defined sectors
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In focus: Advanced Manufacturing

South Tyneside’s advanced manufacturing sector is made up of 60 The main concentrations of employment in advanced manufacturing are in
businesses, employing around 1,600 people. Closer analysis shows that the south of the borough at Boldon and Monkton business parks. These
South Tyneside’s main strengths are in automotive manufacturing and business parks are South Tyneside’s most sought after industrial locations
related supply chain sectors (manufacture of electrical equipment and because of their access to the A19 which gives businesses good connections
machinery), which each have an employment LQ of over 1. This reflects the to the Nissan plant and markets to the south.

proximity of South Tyneside to the Nissan plantin Sunderland.

It is estimated that IAMP will create more than 7,000 direct jobs over the next Figure 3.2: Locations of employment for advanced manufacturing, 2020
10 to 15 yearsin Sunderland and South Tyneside, a substantial proportion of
which will be in automotive related sectors. The investment could also
create up to 10,000 additional jobs in the North East through multiplier
effects, many of which could be based in South Tyneside.

Table 3.3: Employment and businesses in advanced manufacturing subsectors

] Employment 2020 Businesses 2021

Number LQ Number LQ e,
Automotive 440 5 _
Chemicals &
Pharmaceuticals 175 5 0.9
Computers & electronic -
products 110 15 :;:*‘“‘9" 4 ».a
Electrical equipment 345 5 11 o Whitburn
Machinery and o L ; e Boldonlats

- > “ = . Sl :'-.’ g onEastBoldon Whitburn Moor

eqUipment 500 30 - b " R “!,_ o [] South Tyneside
Medlcal and dental . 4 lA:clvlar(;ced Manufacturing Employment
equipment 5 0.1 0 0.0 [ 1-100
Other transport 5 0.0 0 0.0 = o
Total 1,580 60 S 300 -400

Source: ONS Business Count and Business Register and Employment Survey Source: Business Register and Employment Survey




In focus: Offshore Wind Supply Chain

Table 3.4 below shows South Tyneside has above average concentrations of
employment in a range of sectors which are likely to form part of the offshore wind
supply chain (although defining this sector with SIC codes has a number of
limitations).

The Port of Tyne is a key sector asset for South Tyneside, as demonstrated by the
Port being named as the operations base for the Dogger Bank wind farm, which will
create 200 direct jobs by 2023 plus more in the supply chain. Consultees from the
Port also reported they are currently receiving record numbers of inquiries from
energy developers, mostly from the offshore sector but also tidal, hydrogen and
other green energy projects. The Port has a number of quayside and riverside sites
with significant development potential, while the new Manufacturing Zone at Jarrow
Business Centre has provided accommodation for businesses in the offshore wind
supply chain. The Tyne therefore has capacity to become a major hub for the
installation and maintenance of offshore wind farms and service the supply chain
that will grow from it.

Table 3.4: Employment and businesses in offshore wind supply chain sectors

] Employment

Number LQ Number LQ
Construction and civil engineering 880 1.2 225 1.7
Electricity supply 140 1.1 0 0.0
Ecr:r%isr:ﬁ;rliqr;)g/ and technical 830 19 190 18
Manufacturing 285 1.2 20 1.7
Shipbuilding and repair 185 2.1 20 3.2
Ports and support activities 630 1.3 15 1.0

Support services 205 0.5 25 0.9

Source: ONS Business Count

The main concentrations of employment in offshore wind supply chain sectors are
all along the Tyne, reflecting the need for good access to ports in this sector. The
Port of Tyne consultee reported that the cluster of energy and port related
businesses is growing. Premises at the port have traditionally been occupied by a
wide range of businesses, but they are now attracting a growing number of
complementary businesses, which is strengthening the cluster and making it a more
attractive investment location.

A key challenge facing this sector is access to skills; Equinor are already trying to

recruit but are struggling to find certain skills from the local workforce, including
electrical engineering, digital and surveying skills.

Figure 3.3: Employment locations for offshore wind supply chain, 2020

[ South Tyneside
Offshore wind employment
[Jo-50

[ 50- 200

[ 200- 300

I 300- 400
I Over 400




In focus: Tourism

South Tyneside’s visitor assets include its coastline and sandy beaches, the Ocean
Beach Pleasure Park, Jarrow Hall, Customs House, Arbeia Roman Fort and most
recently The Word (the National Centre for the Written Word). These have helped South
Tyneside to establish itself as a quality visitor destination.

STEAM data for 2019 showed there were 6.6 million total visitors to South Tyneside,
providing a £331m boost to the local economy. This represents a 26% increase in visitor
numbers since 2010 (although visitor numbers and expenditure both fell sharply in 2020
as a result of the Covid pandemic).

The table below shows that the only sub-sector that accounts for a higher proportion of
employment than the national average is food and drink service. A substantial
proportion of this activity is likely to be serving local markets and therefore unrelated to
tourism. The low LQ for accommodation suggests that South Tyneside is yet to
establish itself as a destination for overnight visitors compared to other locations.

The main concentrations of tourism employment are in South Shields, which is the
location of a large proportion of South Shelds bars and restaurants.

Table 3.4: Employment and businesses in tourism sectors

| Employment

Number LQ Number LQ
Accommodation 150 0.2 15 0.5
Cul.tural,sportlng and 990 0.9 140 0.8
lesiure
Food and drink service 3,170 1.3 370 1.5
Passenger transport and 120 0.4 15 0.6

travel agencies

Total 4,430 1 540 11

Source: ONS Business Count

A number of consultees felt that South Tyneside, and South Shields in particular, was not
meeting its full potentialin this sector, given its natural assets. They pointed to the need
for:

+ higher quality hotels, leisure and recreation assets so that South Shields is not only
known as a budget visitor destination.

+  more attractive linkages between the ferry terminal and the foreshore (see Place
chapter).

+  better place marketing and promotion to markets outside the North East. There
was a perception that it is currently known as a day trip destination.

Figure 3.4: Employment locations for offshore wind supply chain, 2020
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In focus: Foundational Economy

The three sectors discussed so far are all tradable or exporting sectors, which here “"ble e bl =N A allsiTess ssihiolndat 2 al Econo—m SUbhseCtrS
refers to sectors whose main markets are outside South Tyneside. These sectors are Employment Businesses

critical for wealth creation and are rightly prioritised in existing economic strategies. Number LQ Number LQ
Nevertheless, cumulatively these sectors only account for around 15% of jobs in Health and care 6,870 1.22 265 1.25
South Tyneside. Even if these achieved a high rate of growth, this may have a High street retail 4,870 1.10 510 1.13
limited impact on a large proportion of residents’ quality of life beyond any indirect Education 4,240 1.10 125 1.28
‘trickle-down’ benefits. Food and drink service 3,150 133 370 1.50
In contrast, a high volume of employmentis in the foundational economy; these tResc:dentlal construction and 2 570 157 495 1.25
are ‘essential’ service sectors which local residents depend upon in their everyday rades . ’ : :
lives, including health, education, certain types of retail and local skilled trades. ReCoilaler aallsehiols BERIEes 1,230 s 190 1.08
) g ) ) ypP

These sectors account for 64% of jobs in South Tyneside compared to 57% in the Pr9perty i el L 28 ey
North East LEP and 52% in England minus London (although definitions of the Leisure and recreation el Lo i Lo
foundational economy vary, giving different results). Post and communications 810 1.46 120 1.78

Other public services 790 1.34 15 1.82
Furthermore, Table 3.5 shows that South Tyneside has an LQ above 1 in almost Utilities 70 0.29 8 0.27
every subsector for both businesses and employment, indicating the local economy Total foundational economy 26,370 1.22 2,265 1.21
is highly dependent on these sectors. To be clear, high LQs are not indicators that
South Tyneside has particular strengths in these sectors; the jobs and businesses Key hallmarks of this approach are as follows:
are there because people are there. Rather it reflects a low share of private sector
jobs compared to other areas, and the loss of employment in key tradable sectors +  Plural ownership of the economy: encouraging and facilitating the use of co-operative or
such as manufacturing over the last 20 years. participatory ownership models, which enable wealth to be retained locally rather than

flowing out as profits to shareholders.

The large share of jobs in the foundational economy and low share of employment o ) ) i
Tyneside. It means traditional ‘narrow’ approaches, which prioritise a small through the use of credit unions or encouraging local authority pension funds to invest locally.

number of high value sectors may be insufficient on their own to radically improve n
economic performance or the quality of life of most residents. This needs to be
accompanied by broader approaches which build economic resilience and retain

wealthin local communities, and in so doing deliver better social outcomes. These  +  progressive procurement: working with local anchor institutions to use procurement

Fair employment and just labour markets: encourage employers to pay the living wage and
build progression routes for employees.

types of approaches are known as community wealth building, and have been strategies which maximise local returns (eg inclusion of social value clauses).
brought to popular attention by the Centre for Local Economic Strategies (CLES)
and its work in Preston. +  Socially just use of land and property: ensuring local assets are owned and managed in ways

which ensure that they generate wealth for local citizens




Business vitality

. . Figure 3.5: Business start-up rate, 2015-2019
Rates of enterprise are below the national average & P
12

Encouraging entrepreneurship is important for economic growth, as it helps to

create wealth and improve standards of living, not only for the entrepreneurs but 10 /\

also for related businesses. )

Arange of sources show rates of enterprise are lower than the national average in . /\%44
South Tyneside: =

+ 7% of the working age population are self employed which isin line with the

LEP average but below the national average (9%). 5
+  There are 4.4 businesses for every 100 working age people in South Tyneside in 0
2019 compared to 4.6 in the LEP area and 6.6 in England. 2015 2016 2017 2018 2019 éilusféismess
. . . Demography and mid-
+  Figure 3.5 shows that the business start up rate (the number of new businesses ——South Tyneside ——North East LEP  ——England minus London year population
per 1,000 working age residents) is also below the national average, although it estimates

has been above the LEP average in four of the last five years.

. . Fi 3.6: Sect file of busi tarted in 2020
Interestingly, a number of consultees believed the start-up rate was a strength of 'gure ector profife ot businesses startedin

South Tyneside and had been growing over time. They believed the key challenge 25% mSouth Tyneside ~ MNorthEastLEP  ® England minus London
facin% the borough was that a large proportion of businesses are very small (fewer
than five employees) and lack growth ambition. However we find limited evidence 20%
to substantiate either of these claims (see below). L0,

0
Around a fifth of new businesses in South Tyneside in 2020 were in financial and 10%
professional services, which is consistent with national and LEP trends. The sectors
which account for a disproportionately high number of startsin South Tyneside 5%
include construction, hospitality, leisure and recreation and manufacturing. o I I

(4]
The survival rate of newly created businesses in South Tyneside is also slightly lower & o & é@ NS P
than the LEP and national average. Of the 565 businesses that were created in 25,5?0 & & <& ¥ ,bgo‘f
South Tyneside in 2014, only 40% were still active in 2019, compared to 41% in the Q@“ (po" e » &
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Business size and growth

There is limited difference with the LEP average in business size
or growth rates

As noted above, a number of consultees expressed the view that South Tyneside’s
man challenge is not the low start-up rate but the large concentration of very
small businesses with limited growth ambitions. Table 3.6 shows thereis a
slightly larger proportion of businesses with fewer than 5 employees in the
borough than the North East LEP but a lower proportion than the national
average, suggesting this is not a major factor explaining the difference in
economic performance. Although it should be noted that this does not include
those businesses not registered for either VAT or PAYE.

Thereis very limited data available on business growth, but earlier analysis of
IDBR data by NESTA showed there was little difference between the levels of
growth in turnover between 2015 and 2016 in South Tyneside with either the LEP
or national average (see Figure 3.7). This data suggests that economic
stakeholders have a number of misconceptions about the vitality and ambitions
of the business base in South Tyneside. There is evidence of business growth and
there is a role for the public sector to enable this.

Thereis also very limited data on inward investment in South Tyneside, but
consultees were of the view that thisis limited in South Tyneside compared to
other parts of the North East. Both commercial agents and economic
stakeholders believed that its location means it is seen as quite inaccessible and
has a smaller labour catchment area than other areas, which deters larger
businesses. The exceptions to this are in the south of the borough at IAMP and
Boldon Business Park (which is well connected to the A19) and at the Port, a key
economic asset which attracts investments from businesses that need access for
supply chains and distribution and from the offshore sector (eg Equinor).

Table 3.6: Size profile of businesses, 2021

Micro 0 to 4 76.9%
Micro5to 9 12.3%
Small 10 to 49 8.8%
Medium 50 to 249 1.6%
Large 250+ 0.4%

74.2%
13.5%
10.1%
1.7%
0.5%

South Tyneside [North East LEP |England minus London

78.1%
11.4%
8.6%
1.5%
0.4%

Source: ONS UK Business Counts

Figure 3.7: Distribution of SMEs by turnover growth, 2015-2016

80%
T0%
60%
50%
40%
30%
20%
10% . .

0%

<5% growth 5to 25% growth

B South Tyneside M North East LEP

Over 25% growth

England

Source: Nesta: State of Small
Business, 2017




Rates of innovation are very low in South Tyneside

Innovation is crucial for generating new ideas, technologies, processes and
products. This helps to create more goods and services, which improves
productivity. High levels of innovation are also associated with higher wages and
business profitability.

There is very limited data available on innovation for local authority areas. The
data available for LEPs from the UK Innovation Survey shows that the North East
outperforms the national average for innovation activity; 41.2% of firms were
considered to be ‘innovation active’ between 2016 and 2018, compared to 38.4% of
businesses in England. But the LEP underperforms in terms of the value of
innovation; new to market goods and services account for 6.7% of turnover
compared to a national average of 8.5%.

The data which is available for South Tyneside suggests there is relatively low levels
of innovation in the district compared to other parts of the LEP. This is likely to be
linked to the absence of any HEI research facilities in the borough:

+ BRES does notrecord any employmentin research and developmentin South
Tyneside. Similarly EMSI estimates there are only around 175 people working
as scientists or research and development managers in the borough (giving an
LQ of only 0.53 compared to the national average)

+  There were only two Innovate UK funded grants in South Tyneside between
2017/18 and 2020/21, with a total value of £2,900. This represents just a small
fraction of the grants awarded in the North East LEP (650 projects with a
combined value of over £300 million).

+  There was not a single patent registered by a South Tyneside business

between 2015 and 2018, according to the Intellectual Property Office database.

Table 3.7: Innovation Indicators, 2016-2018

I Per cent of businesses I

New to market
goods and services

Innovation Product Process Strategic &as percent of

active innovator  innovator marketingturnover
North East
LEP 41.2 20.9 13.6 25.9 6.7
England 38.4 18.8 12.8 27.1 8.5

Source: UK Innovation Survey, 2016-2018

Although there is limited current evidence of innovation in South Tyneside, a number of
consultees identified potential opportunities to improve performance in future which
could lead to new growth opportunities. Thisincluded:

_|_

Electrification: proximity to Nissan and IAMP plus existing strengths in electrical
equipment means there are opportunities for South Tyneside businesses to be at
the forefront of advances in ‘the electric revolution’, which has applicationsin
multiple markets beyond electric cars.

Mine water heat networks: there are a number of projects in the North East which
will provide renewable heat by collecting minewater from former collieries
including two in South Tyneside. These are highly innovative projects (the first of
their kind in the country), which offer opportunities for local businesses to develop
expertisein a growth market.




Barriers to growth

Access to finance and staff recruitment are significant barriers to
growth

The business survey asked respondents to identify the main barriers to their
business achieving its growth ambitions over the next 12 months. Table 3.8 shows
the results, split by different sector groupings.

Table 3.8: main barriers to growth cited by businesses

Raw

materials

Manufacturing

Retail and |Prof

and constructionlhospitality |services

Public
services

. . ) Accessing finance 22% 15% 22% 31% 28%
Access to finance and taxation/business rates were the two most common .
barriers that businesses faced, cited by 24% and 18% of businesses respectively. Tax and business rates 0% 25% 22% 12% 16%
Other major barriersincluded staff recruitme_nt (16%) and competitipn in t_he Staff recruitment 22% 11% 14% 17%
market (16%). 15% of respondents had ongoing concerns about Covid, while 14% '
identified availability or the cost of premises as a barrier to their growth Competition in the market 0% 18% 8% 25% 20%
ambitions (although these last two were not statistically significant). COVID-19 11% 10% 16% 12% 18% 15%
The responses varied by sector. The table shows that staff skills and recruitment Regulations / red tape 22% 26% 13% 10% 13% 15%
were significant barriers to growth for the manufacturing and construction sector, Jabili £ <Litabl
with around a third of businesses identifying these as a barrier to growth. Avallability/cost of suitable
premises 11% 10% 13% 18% 15% 14%
There were also important differences in the barriers identified by different sizes Staff skills 0% _ 7% 12% 9% 12%
of business.: ,
UK exit from EU 33% 13% 10% 10% 6% 10%
+  Staff recruitment was identified as a barrier by a far greater proportion of Economic environment 11% 16% 12% 6% 4%
medium and larger businesses (60% and 50% respectively) than small or
micro businesses (27% and 11%). Other 0% 13% 3% 16% 6%
Local issues 0% 3% 6% 2% 5%

+  Micro and small businesses were far more likely to identify access to finance
as a barrier; 26% and 21% compared to 6% of medium businesses and 0% of
large businesses.

Source: South Tyneside Business Survey

Note: The boxes highlighted in green are those where the proportion of businesses identifying a particular barrier was
higher than other factors, and where this statistically significant at the 95% confidence level. Boxes in red are those where
the proportion of businesses identifying a barrier was significantly lower.




Support needs

South Tyneside Council can support business growth through
financial assistance, help finding premises and environmental
improvements

37% of South Tyneside businesses have sought external advice in the last 12 months
and 48% said they are likely to seek external advice over the next 12 months, a large
proportion of whom said they are likely to seek advice or support from South
Tyneside Council (63%). This was more than any other type of organisation. These
businesses are likely to seek support on a wide range of matters, with the most
common being financial advice (61%), business growth (60%) and training/skill
needs (51%).

The survey also asked respondents to identify how South Tyneside Council could
help businesses to achieve their growth ambitions. This elicited a wide range of
responses (many of which were specific to their business), with the most common
being additional funding or grants (23% of those who answered). Othersincluded:

+  Support finding or improving business premises (10%): this included sale of
land, faster planning decisions for property expansion, encouraging more
development and grants or gap funding for new premises.

+ Environmental improvements (9%): a large number of these specifically
identified the need for town centre regeneration and high streetimprovements.
Other issues included anti-social behaviour and fly-tipping).

+ General business support, advice and guidance (9%): a number of these were
looking for advice on marketing and growing the customer base.

+ Business rate reductions (9%)

Table 3.9: Matters on which businesses seek external advice
[ Jpercent |
Financial
Business growth
Training / skills needs
Improving business efficiency/productivity
Marketing

Regulations

Employment law / HR

Legalissues

Tax, national insurance, workplace pensions 36%
Net Zero transition 36%
Introducing new technology 34%
Management/leadership development 29%
Procurement 2%
Moving to new premises _
Exporting S 1%

Source: South Tyneside Business Survey

Base: 180 (all those who are likely to seek
support over the next 12 months).

Note: boxes and red and green are
statistically significant at 95% confidence

level

Figure 3.8: How can South Tyneside Council help your business achieve its growth ambitions?

Additional funding or grants

Support finding or improving business premises
Environmental improvements

General business support, advice and guidance
Business rate reductions

Easing parking restrictions

Skills or recruitment support

Networking

Local procurement

0% 10% 20% 30%

Source: South Tyneside
Business Survey

Base: 251




Conclusions and recommendations

The analysis here clearly points to South Tyneside’s main strengths being in advanced
manufacturing, energy (particularly offshore wind) and tourism. These offer the
greatest potential for wealth creation and inward investment and should be the main
focus of local economic strategies. We believe there is little value in continuing to
prioritise other sectors identified in previous strategies, such as digital and professional
services.

South Tyneside’s strengths in advanced manufacturing relate mainly to the
automotive sector. Investment at IAMP therefore creates major opportunities to grow
this sector, and intervention should be focused on maximising the supply chain benefits
for South Tyneside businesses and job opportunities for local residents. This should
also be used as a platform to encourage businesses to diversify into markets with strong
growth potential, such as electrification, which could create opportunities in a range of
markets. Manufacture of electrical equipment is already a strength in South Tyneside,
and council should look to facilitate links between these businesses and the Driving the
Electric Revolution Industrial Centre (DER-IC) in the North East.

The energy and offshore wind sector also offers significant growth opportunities, with
record levels of inquiries from inward investors at the Port of Tyne. This, along with the
planned investments in new heat networks, offer opportunities to develop the supply
chain in South Tyneside. There is a need for a greater understanding of the
requirements of these investments, mapping the skills and expertise that exists in South
Tyneside and identify the support needs of local businesses (eg navigating procurement
processes, brokering relationships). Consultees also identified the need for stronger
cross-border working with other ports and local authorities in Tyneside, which focuses
on the complementary assets, skills and expertise that exists in the sub-region. This
would allow the region to present a more compelling case about the strength of the
cluster on Tyneside and help to secure a larger number of major investments like
Equinor.

South Tyneside’s tourism sector is not yet an established strength of South Tyneside,
but there is clear potential to develop this sector by better exploiting the borough’s
natural assets, including marketing and pivoting towards higher value markets.

The business survey also points towards the importance of creating a favourable environment
and addressing barriers to growth:

+  Skills shortages are a particular challenge in the manufacturing and energy sectors. But
recruitment was also identified as a challenge for hospitality/tourism businesses, with
many vacancies unfilled because people do not want to work in the sector. Thereis a
potential role here for South Tyneside Council to work with schools to help raise
awareness of these opportunities and the progression routes for entry in to these sectors,
and to challenge misconceptions about developing a rewarding career in hospitality. It
was noted that the council is already working with SSE to raise awareness of
opportunitiesin offshore wind in local schools and encourage uptake of STEM subjects.

+  Access to premises: this is a particular issue for manufacturing businesses with 25%
reporting they intend to move to new premises in the next 12 months. The limited supply
of premises therefore has the potential to act as a barrier to growth (see section on
Infrastructure).

+ The need to improve the attractiveness of the local environment, particularly in town
centres, was raised by a number of businesses. This is clearly relevant to the tourism
sector to increase visitor numbers and footfall, but consultees also pointed to the
importance of investment in place to attract the higher skilled workforce needed by
manufacturers and offshore supply chain businesses.

In addition to this sector specific focus, we find there is a strong case for the council to
consider a broader approach to economic development, which supports the foundational
economy and focuses on a wider set of outcomes than GVA and productivity. The councilis
already taking steps in this direction through the proposed roll-out of The Pledge which will
ask employers to commit to local spending and recruitment, and other activities to maximise
social and environmental benefits. However there is scope to go considerably furtherin
supporting the foundational economy if there is political support for this approach. If so, the
council should look to areas which have been at the forefront of this movement, such as
Preston and Wales, for evidence of what works. We believe there is a particular need to
support the health and care sector which is experiencing particularly severe skills challenges.







South Tyneside’s demographics

. . . Figure 4.1: age profile of population, 2020
South Tyneside has an ageing population & sep bop

30%
The age profile of South Tyneside’s population broadly resembles the national and
LEP average, but has a higher share of people in older age groups (over 45) and a
lower share of younger people below the age of 22 (see Figure 4.1).

25%

20%

There are key differences in the age profile of different parts of South Tyneside, 15%
which are explored in more detail in the Place chapter of the report. In summary:
10%
+  Young peoplein their 20s are overrepresented in South Shields
5%
+ Hebburn has a high proportion of people in the ‘young family’ age groups (0 . III
0-15 65+

to 15 and 30 to 44) 16-21 2229 30-44 45-64 Source:

+ Thevillagesin the south of the borough (Boldons, Cleadown and Whitburn) B South Tyneside ~ M North East LEP M England minus London sl

rojections
have a higher proportion of people over the age of 65. o
Figure 4.2: change in population by age group, 2010-2020
South Tyneside’s working age population (16 to 64) has fallen by 2,200 people (- -
2%) over the last ten years compared to a 1% fall in the North East LEP and 2% .
growth for England minus London, which has restricted the local labour supply. .
Figure 4.2 shows the key difference is a large fall in the student age population (16 e
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i 5%
national average. o ..I Il - __I
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average (21% and 22% respectively). 150,
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Migration trends

Population growth has been dependent on domestic and
international migrants

Figure 4.3 shows South Tyneside is increasingly dependent on migration to sustain
its population growth due to deaths outnumbering births since 2015. Internal
migration from within the UK was the main contributor to population growth,
accounting for 56% of net migration. But net migration among working age people
was evenly split between internal and international migrants. Overseas workers
have therefore made an important contribution to South Tyneside’s labour supply,
which may be at risk as a result of future restrictions on migration as a result of
Brexit.

Net migration to South Tyneside was positive for all age groups except those aged
15-19 (due to a large number of young people moving away to university towns and
cities). The large net inflow of people aged 0 to 15 and 30 to 44 suggests young
families are being attracted to South Tyneside. Thereis also some evidence from
the 2011 Census (albeit now very dated and only for one year) which shows in-
migrants were higher skilled than average; 30% of people who moved in to South
Tyneside were in the top two NSSec categories of managerial or professional
occupations compared to 23% of the population overall.

As noted, this may offer some evidence that South Tyneside (or parts of it) is seen as
an attractive location for people who have built their careers in the city region’s
main employment centres, but move out of the city to start or build a family.

Figure 4.3: components of population change, 2010-2020
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Figure 4.4: net migration flows to South Tyneside, 2011-2020
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Future demographic trends

Further falls in the working age population future will Figure 4.5: population projections by age group, 2018-2028

continue to constrain labour supply e

ONS population projections show a 1% fall in the working age population(- 20%

1,100) between 2018 and 2028. This is in line with LEP average but below the 15%

national average of +2%. This has the potential to restrict labour supply and 10%

act as a barrier to growth. Although it should be noted a 1% fall is modest 5% I I
and South Tyneside’s labour supply could still expand if economic inactivity 0% - I

rates were reduced from their current high level (see section on economic

participation). o
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Nevertheless, the data which underpins the population projections shows -15%
deaths are expected to continue to outnumber births in South Tyneside. This -20%
means future population growth is dependent on high levels of netin- 0-15 16-21 22-29 30-44 45-64 65+
migration of over 600 people per annum (see Figure 4.6). This level has been , , Source:
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Economic participation

High economic inactivity rates among women and young people

72% of South Tyneside’s working age people were economically active in
2020/21. This s significantly lower than the LEP and national average (77% and
79% respectively) and has fallen by two percentage points since 2015.

Closer analysis reveals that the difference with the LEP and national average
relate to certain groups, notably women (in all age groups) and young people
aged 16-24 (see Figure 4.7). The low activity rates for women are likely to be
explained by a higher share of the female population having caring
responsibilities (see section on barriers to work).

Of particular concern is that the economic activity rate among young people has
fallen sharply since early 2020 (see Figure 4.8). This fallis not evidentin the data
for North East LEP or national average, which suggests the Covid pandemic has
had a profound and distinctimpact on young people in South Tyneside, causing
them to withdraw from the labour market all together. This was consistent with
the experiences of some consultees who work with people re-entering the
workforce but had noted a large drop off in people seeking support. They feared
that some people had got used to not working during the pandemic and now
faced greater barriers related to confidence about re-entering the labour market.
Thereis arisk that this has a lasting scarring effect on the labour market
prospects of South Tyneside’s young residents if this is not addressed.

Reducing levels of inactivity will ensure that labour supply constraints do not act
as a barrier to growth in future. Increasing the economic activity rate to the LEP
average would boost South Tyneside’s labour supply by 4,000 people, and by
6,000 if it was broughtin line with the national average. This would help to
overcome future falls in the working age population.

Figure 4.7: economic activity rates by age/sex, 2020-21

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Source:
Annual Population
Survey

Note: based on the

Males 16-24 Females 16-24 Males 25-49 Female 25-49 Males 50-64 Female 50-64 average of the three
most recent quarterly
M South Tyneside ~ M MNorth East LEP ™ England minus London surveys to reduce

sampling error

Figure 4.8: economic activity rates of people aged 16 to 24, 2020-21
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Unemployment

Evidence of a strong recovery from the Covid pandemic but a
persistently high level of structural unemployment

Figure 4.9 shows there was a large fallin unemployment in South Tyneside
during the 2010s which helped to halve the gap between the local and national
unemployment rate between 2010/11 and 2020/21. Nevertheless, the persistent
gap with the national and LEP average shows South Tyneside has a higher level
of long term, structural unemployment than compactor areas.

According to ONS modelled estimates South Tyneside had an unemployment
rate of 7.6% between April 2020 and March 2021. It is important to note that this
is inconsistent with claimant count data which shows the percentage of people
claiming Universal Credit who were seeking work (which should be lower than
the headline unemployment rate) was around 9% for much of this period, due to
the Covid pandemic.

Figure 4.10 shows unemployment rose sharply from March 2020 onwards with a
45% increase between March and April 2020. Although the percentage point
increase in the claimant rate was higher than the LEP or national average, it has
also recovered faster and is now only 1.5 percentage points above the level it
was at before the pandemic. If the strong recovery in the jobs market continues
on its current trajectory, it is reasonable to expect that the claimant rate will
reach its pre-pandemic level by early 2022. Similarly, the pandemic caused a
sharp rise in claimant rates among all age groups, but these are all on course to
return to pre-pandemic levels by early 2022. However it should be noted that
the data predates the emergence of the Omicron variantin late 2021, which
could delay the recovery in the jobs market.

This suggests any long term scarring from the Covid pandemicin South
Tyneside is reflected in rise in inactivity rather than an a long term increase in
unemployment.

Figure 4.9: unemployment rate, 2011-2021
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Barriers to work

Reasons for unemployment and inactivity include demand and
supply side barriers

High levels of unemployment and inactivity in South Tyneside are likely to be due to
a number of factors:

+

Personal circumstances: a higher share of South Tyneside residents report they
are unable to work due to particular barriers to work in their personal lives,
including long term sickness and caring responsibilities (see Figure 4.12).
Consultees also pointed to deeply engrained worklessness in some households
in South Tyneside, which in many cases runs through generations. These people
often lack confidence and self-esteem to work, even in the lowest skilled roles,
and it will require intensive support to help them re-enter the labour market.

Lower skill levels: Figure 4.11 shows the correlation between qualification
levels and the probability of being employed in South Tyneside. Part of the
reason for lower employment rates is explained by the fact South Tyneside has a
lower share of residents with a higher education qualification (Level 4+) and a
higher share with only basic or no qualifications (Levell and below). The chart
suggests that reducing the number of people with Level 1 or no qualifications
could make a large contribution to increasing the employment and economic
activity rate.

Availability and accessibility of jobs: South Tyneside has a jobs density of 0.52,
one of the lowest in the country and the result of weak demand for labour. This
means residents are more likely to have to travel longer distances to access
major employment centres which represents a barrier for many lower skilled
people on low incomes, confirmed by a number of consultees.

Mismatch between job opportunities and jobseeker preferences:
Recruitment agents noted that Brexit has led to large numbers of vacancies in
low wage sectors such as food manufacturing. However they reported that
many British job seekers were unwilling to work in these roles.

Figure 4.11: percentage of working age people who are employed by qualification level, 2020
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Figure 4.12: reasons for economic inactivity, 2020/21
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Qualifications

A lower share of people with HE level qualifications, with little sign
of the gap narrowing

Figure 4.13 shows that 75% of South Tyneside’s working age residents have at least
a Level 2 qualification (equivalent to a GCSE at A* to C or 9 to 4) which is only
slightly lower than the LEP and national average. This has also increased by 10
percentage points since 2010.

The key difference with comparator areas is at Level 4+, with only 29% holding a
higher education qualification compared to 35% in the North-East LEP and 39% in
England minus London.

Figure 4.14 shows that the percentage of people qualified to Level 4+ has increased
by 5 percentage points over the last ten years. All areas have seen an increase in
the percentage qualified to Level 4+ because of an age cohort effect; younger
people are more likely to have these qualifications than older people because of
the large increase in HE participation which occurred in the 1990s. Therefore as
older people reach 65, this raises the average for the working age population.
However there is little evidence that the gap with comparator areas has narrowed.
Indeed the latest data suggests the gap has widened by 5 percentage points,
although part of this could be due to sampling error.

Itis important to note that this gap at Level 4+ is due to both supply and demand
factors, as we show in the following sections.

Figure 4.13: highest qualifications held by working age residents, 2020
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Figure 4.14: change in percentage of working age people with a Level 4+ qualification, 2010-2020
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Labour demand - [ong term trends

Zero net jobs growth since 2000

Figure 4.15 shows the number of jobs in South Tyneside is at the same level it
was in 2000. This compares unfavourably with the LEP and national average
which have both experienced strong jobs growth, particularly in the past ten
years.

This weak jobs growth is a result of structural change within the economy, in
which a large fall in employmentin South Tyneside’s manufacturing sector (-
5,300) hasbeen cancelled out by growth in service industries including
education (+1,000), real estate (+700), and professional, scientific and technical
activities (+1,000).

This structural change has also changed the types of skills in demand by South
Tyneside’s employers. The broad occupations with the largestincrease in
employment since 2004 (the earliest date for which data is available) were
caring, leisure and other service occupations (+2,000). But there were fallsin
employment for a number of other occupations including skilled trades,
associate professional and technical occupations and administrative
occupations.

There is only limited evidence of growth in demand for higher skilled roles. The
number of people in managerial occupations increased by 1,000 (34%) which
was higher than the LEP and national average (17% and 25% respectively),
albeit from a low base. The number of professionals fell slightly, compared to
large increases in the LEP as a whole (42%) and England minus London (46%).
This weak demand for professional skills helps to explain why the proportion of
highly skilled residents is still significantly lower than the national average.

Figure 4.15: employment change index, 2000-2019 (2000=100)
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Figure 4.16: employment change in five largest growing and declining sectors, 2000-2019
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Low skill equilibrium

Figure 4.17 illustrates the relationship between demand and supply for high level
skills for local authorities in England. South Tyneside sits in the bottom left
quadrant of the chart which means it has a low skills equilibrium. This tends to
occur in local labour markets where a high proportion of employmentisin low
value activities. This position becomes self reinforcing, creating a circular process
where demand for skills is low, so skills supply is low (reflecting a lack of incentive
to invest) which in turn inhibits the development and expansion of higher value
activities. There may be a number of negative outcomes in these circumstances,
many of which are evident in South Tyneside including low wages, low productivity
and vulnerability to automation.

This means that measures which focus solely on improving the supply of high level
skills will be insufficient unless accompanied by measures which raise the demand
for these skills.

There may be limited interventions that can be applied at a local level to break out
of this low skills equilibrium, but measures should be targeted at one of the
following:

—  Supporting those higher value sectors in which South Tyneside has particular
strengths, including offshore wind and advanced manufacturing, and seeking
to remove barriers to growth. This should also look to develop strong links
between these sectors and local colleges and training providers to ensure that
skill needs of these sectors are met from the local workforce.

—  Raising demand for skills or improving utilisation of skills in high employment
sectors. Thisis more challenging, and would require a sector-by-sector
analysis of the factors which prevent employers from investing in workforce
skills and progression, and how business supportinterventions could
encourage firms to be more ambitious in their product market strategies or the
way they manage their workforce.

Figure 4.17: relationship between skills demand and supply in English local authorities, 2020

70
_ .
e
3] 60
n
i .
S . .
E. 50 . 0': .o.
— . L]
T’C; . : ¢ e o.o. ’,."'
= - . | O .. :.ﬂ ....... . .
gJ.Oﬁ ° o. .. 0'--‘0...-. ..
g 240 . e o Co *° ..".. '_....-.‘..u
g .9 TR PO ,-e."?; .
c E . “ o... N .:.f"}. .-;.' . .‘.. ..'o ¢
2 3 . 4".',:'.{",’9 --.‘;;‘?3?.-: . .
) 8 30 . . O'...o oA k‘ . e, &% .
._.g' . '.,‘j':?. o}' . sl.“ o. .
@ L €. .s';-: 3., :. : . ®
T 20 o« o e
: e
5 .
o
9 10 .
=
wy

0

10 20 30 40 50 60 70 80

Skills supply (% of wa population with Level 4+ qualification)

Source:
Annual Population Survey




Job vacancies

Figure 4.18: sector profile of job vacancies in South Tyneside, 2016-2020
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for 56% of vacancies between 2019 and 2021. Figure 4.19: occupations with highest number of unique vacancies, 2016-2020
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Skill shortages

Skills shortages in skilled trades, which could act as a barrier to
growth in key sectors

According to the UK Employers Skills Survey (UKESS) around a third of vacancies in
2019 were hard to fill due to a lack of skills among applicants. There were eight skills
shortage vacancies (SSVs) for every 1,000 employees in South Tyneside which is higher
than the LEP average (6) but in line with the national average.

There is substantial variation in the profile of these SSVs. SSVs were spread among a
wide range of occupations in England but over 50% in South Tyneside were in skilled
trades and a further 25% were in care, leisure and other service occupations. The data
for South Tyneside does not provide a breakdown of SSVs by sector but the largest
employers of people in skilled trades are manufacturing and construction, which are
both key sectors in the borough. Skilled trades are also a vital part of the offshore
wind sector workforce.

Thisis supported by evidence from the business survey which found that staff
recruitment was identified as a barrier to growth by 34% of businesses in the
manufacturing/construction sector. This was significantly higher than the average
(16%) and was the highest of any sector. Technical or job specific skills were identified
as the skills which were most difficult to recruit, cited by 88% of businesses.

Consultees also identified skills as a barrier to growth in key sectors, particularly
manufacturing and the energy sector. Employersin these sectors reported it was
difficult to recruit staff at all levels, but particularly when recruiting experienced staff
who are more advanced in their careers. Consultees noted there are few policy levers
to help address this challenge but pointed to the importance of making South
Tyneside a more attractive place to live through more family housing, town centre
regeneration and investment in more aspirational leisure and recreation facilities.

They also identified the need to build the pipeline of young people who pursue a
career in these sectors. They felt there are still too many young people who lack
awareness of the job opportunities that might be created at IAMP or in growth sectors
such as offshore wind.

Figure 4.20: occupation profile of skill shortage vacancies, 2019
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Figure 4.21: percentage of vacancies in North East LEP that were due to skill shortages, 2019
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Post 16 education and training

Education and training provision is well aligned with industrial
profile of South Tyneside

South Tyneside’s main post 16 education and training provider is South Tyneside
College and South Shields Marine School which form part of Tyne Coast College.
This was rated Good by Ofsted in its most recent inspection (2019) and has some
outstanding assets; the Marine School is one of only four specialist providers of
maritime education and training in the country and has a national reputation in the
sector. The School won a national Queens Award for Industry in 2019 and has strong
links with global shipping companies and the offshore wind sector.

There were 3,500 enrolments on learning aims in South Tyneside in 2019/20
(excluding preparation for life and work modules). Figure 4.22 shows that two sector
subject areas (SSAs) accounted for 55% of provision (Health, Public Services and
Care and Engineering and Manufacturing Technology). The latter accounts for a
much greater share of provision than the LEP or national average. South Tyneside
has a low share of provision in ICT, Arts, Media and Publishing and Science and
Mathematics, all of which also account for a much lower share of employment

Although this analysis is at a high level, this suggests that post 16 education and
training provision is generally well aligned with the skill needs of South Tyneside’s
economy (counter to the views of some consultees). The one concern is that
Construction and the Built Environment accounts for a low share of enrolments,
despite accounting for a high share of employment in South Tyneside.

Apprenticeships data shows a slightly different pattern. There were 870
apprenticeship starts in South Tyneside in 2019/20, meaning there were around 21
enrolments for every 1,000 jobs in the borough. Thisis above the LEP average and in
line with the national average. Engineering and Manufacturing Technologies again
accounts for a high share of provision, whilst Health, Public Services and Care
account for a lower share. The most popular apprenticeship is the business
administration standard which is used by a wide range of sectors and explains why
Business, Admin and Law accounts for the highest share of apprenticeship provision.

Figure 4.22: enrolments on learning aims by Sector Subject Area, 2019/20
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Figure 4.23: apprenticeship starts by Sector Subject Area, 2019/20
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Earnings

Average earnings are still well below the national average Figure 4.24: median gross salary of full time workers, 2016-2020
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Figure 4.25 shows the nature of labour demand explains some of the Figure 4.25: advertised salaries of job vacancies in South Tyneside, 2016-2020
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Future skills demand

High levels of replacement demand raise the chances of future
labour shortages, particularly in the health and care roles

Future demand for labour/skills can be broken down in to two main
components:

—  Expansion demand: additional workers required as a result of future jobs
growth in South Tyneside. We have used Oxford Economics forecasts to
provide an indicative estimate of future jobs growth.

—  Replacement demand: labour required to replace people leaving the
workforce (eg through retirement). We have drawn upon Working Futures
forecasts for the North East LEP, which we have adjusted in line with the
workforce profile of South Tyneside.

The charts show that replacement of workers is expected to be the main driver
of demand over the next ten years, with a requirement for 15,000 workers
between 2017 and 2027. The largest requirement is expected to be for caring
occupations and professionals (a large proportion of which are likely to be
health and education professionals).

Oxford Economics forecasts show very limited net jobs growth over the next ten
years (+500); the result of continued falls in manufacturing and growth in public
services, particularly health and social care (in line with past trends). It should
be noted that these forecasts are subject to significant uncertainty and do not
take into account planned investments such as IAMP, which could reverse
declines in the manufacturing sector.

Despite limited net jobs growth, when combined with a declining working age
population and high levels of inactivity in South Tyneside, these forecasts
suggest there could be a labour shortage in future. This s likely to be a
particular concern for the health and care sector.

Figure 4.26: forecast expansion demand by industry (jobs growth), 2019-2029
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Conclusions and recommendations

The evidence suggests South Tyneside faces a number of stark labour market
challenges:

+ Demographic challenges: South Tyneside’s working age population is falling,
while the number of retired peopleis increasing. Thisis increasing demand for
labour (through workers leaving the workforce) at the same time as shrinking the
available workforce.

+ International migration: this has been a vital source of labour supply over the
last ten years but is now under threat as a result of stricter migration controls.
Thiswill be a particular challenge in those low wage sectors that are dependent
on migrant workers such as food manufacturing and hospitality.

+ High levels of economic inactivity and structural unemployment: the
proportion of people who are economically inactive is at its highest levelin ten
years. There has been a particularly large fall in economic activity among young
people since the Covid pandemic.

When combined these challenges could undermine even modest levels of jobs growth
and lead to severe labour shortages in many sectors. Of particular concern is the risk
that the Covid pandemic has a long-term scarring effect on the labour market
prospects and life chances of young people. Working with Jobcentre Plus and other
stakeholders to identify the reasons for this fall in participation and the support needs
of young people who have withdrawn from the labour market should therefore be a
high priority (it was noted that the council has recently started working with JCP
through the skills hub South Tyneside Works).

A further option for addressing labour market challenges that the council should
consider is housing led growth to attract more skilled migrants to live in South
Tyneside. This should particularly focus on opportunities for housing development
close to metro stations, and creating family friendly communities, which has proven
successfulin Hebburn (see Place chapter). This would ensure residents can access
job opportunities elsewhere in the sub-region but also provide additional skilled
workers for South Tyneside’s growing sectors.

The key skills priorities are as follows:

+  Meeting the high volume skill requirements of large sectors. This particularly relates to
health and care but also construction and hospitality.

+  Addressing skill shortages in priority sectors, particularly advanced manufacturing and
offshore wind which could act as a barrier to growth. The requirement may be smallerin
volume but relate to higher level skills.

In relation to the first priority there is a need to prepare the large number of unemployed
people for work in these sectors. This could involve the creation of sector based work
academies which offer pre-employment training, a work experience placement and a
guaranteed job interview (we understand one is already proposed for the adult acre sector).
Hatch is evaluating one work academy for the social care sector which has so far provided
support to over 600 unemployed people, of whom over 200 have entered employmentin the
sector (so far). We are also aware of construction academies which have been highly
successful. The Council should also continue to promote the Pledge in these sectors, which
commits employers to recruiting locally, including people who face barriers to work.

The second priority is more challenging to address through public intervention, particularly
the immediate challenge of recruiting experienced engineers. There is a need for greater
awareness raising of the opportunities in these sectors, which focuses not just on young
people but also existing workers who may have transferrable skills, and providing them with
the support to retrain if needed. The council should also look to facilitate relationships
between employers and Tyne Coast college to ensure that there is a pipeline of relevant skills
in future.

Finally, it is clear that South Tyneside’s poor economic performance is also due to low
demand for skills. This can only be addressed by working with employers themselves, by
helping them to diversify into higher value markets or adopt new ways of working which
make greater use of workers skills and offer progression routes for staff. This is highly
challenging and there are few examples of interventions that have successfully allowed an
area to escape from low skills equilibrium. Nevertheless this should remain an ambition for
the Council.
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Limited evidence that access to housing is acting as a barrier to
growth

South Tyneside’s housing stock is notable for having a higher share of
flats/maisonettes than the LEP and national average and a much lower share of
detached homes. There s also a very high share of affordable housing; 30% of
homes are either rented from a council or housing association, which is one of the
highest proportions of social housing in the country.

Overall there is limited evidence that the supply of housing is acting as a barrier to
growth in South Tyneside. The current absorption rate (ratio of monthly average
sales to homes on the market) is currently 8% (an absorption rate below 10% is
generally an indicator that the market has an oversupply relative to demand).
Housing is also affordable; the district has an affordability ratio of 4.92, which is the
lowest in the North East LEP area and well below the England average (7.84). While
house prices have been increasing, this has been broadly in line with inflation and
earnings growth (around 2.3% per annum).

There is evidence of an oversupply of certain types of property, particularly flats for
owner occupation, which have an absorption rate of just 3% compared to 14% for
terraced homes. House price growth for flats and maisonettes has also been much
weaker than other types of property (1% p.a.) which in real terms represents a fall
in value. This suggests future supply should be geared more toward smaller
houses than flats.

There is also some evidence of an undersupply of private rented homes in South
Tyneside. The absorption rate for private rented homes is currently over 100%,
with the average home staying on the market for just 20 days. This market
imbalance s yet to be reflected in average rental values which have remained
stable over the last few years. However this should continue to be monitored, as
access to private rented accommodation is particularly important for low income
workers.

Figure 5.1: profile of housing stock by house type, 2020
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Office market: demand

Strong demand for small self-contained offices

South Tyneside’s main office market is South Shields Town Centre, which is home
to 305 office units (c. 45% of the total for South Tyneside). Thisis a very small
office market in comparison to Newcastle city centre which is the dominant office
market location in the LEP area and attracts the vast majority of demand from
HQs and larger businesses serving a regional or national market.

Demand for office space in South Tyneside is small scale. Figure 5.3 shows that
gross demand for office space has been below 40,000 sq ft in five of the past six
years and net take-up has been close to zero since 2015. Nevertheless, local
agents reported there is demand for office space in the borough, which is mostly
local businesses who have an established presence and are looking to update or
expand their premises. Thisincludes a diverse mix of sectors including financial
services, IT, call centres and recruitment consultancies.

The most popular locations are business parks in the south and west of the
borough, due in part to transport connections but also the fact they offer good
quality office accommodation. Agents reported demand is strongest for small,
self-contained office buildings with good parking. These were popular before the
pandemic but have grown in popularity since because they are less dense and
offer a degree of privacy and segregation from other businesses. Businesses are
looking for good quality accommodation but not Grade A. There was also
reported to be some demand in South Shields town centre but this is mostly very
small businesses seeking affordable and flexible accommodation.

The vast majority of office requirements are small (below 5,000 sq ft). Larger
requirements over 10,000 sq ft are much smaller in number but more difficult to
satisfy. An agent offered one example of a national company based in the
borough which is looking for 20 or 30,000 sq ft of space but has been unable to
find any suitable premises.

Figure 5.3: gross and net demand for office space in South Tyneside, 2015-2020
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Office market: supply

Need for public intervention to increase supply of office space Figure 5.5: vacancy rates for office space in South Tyneside, 2015-2021
0

Vacancy rates have remained broadly stable over the past five years, between 5 and 7 o
per cent. According to CoStar there is currently around 55,000 sq ft of office space 8%
available, half of which is in small floorplates of less than 5,000 sq ft and all of which is 7%
Grade B. Based on past trends in net take-up, this would appear to be sufficient to meet 6%
most requirements for office space. However there is a very limited choice and agents

reported there is a shortage of certain types of premises, particularly the small self- 5%
contained office buildings which are currently in high demand. 4%
Agents reported that this undersupply has resulted in some local businesses relocating 3%
outside South Tyneside, and believe this will continue unless new development comes 2%
forward in future. The business survey also found that 18% of businesses in the 1%
professional services sector identified access to premises as a barrier to growth; higher

than any other sector. 0%
2015 2016 2017 2018 2019 2020 2021

The main barrier to developing new office space is achievable office rents. Agents

reported decent quality self-contained office buildings need rents of £19 to £20 per sq ft Figure 5.6: example of self contained office unit

to be viable, but the maximum that could currently be achieved was £14 per sq ft. For

larger requirements in need of higher quality space the viability gap is likely to be even

greater.

There is therefore a need for publicintervention to address the undersupply of office
space, which could include:

+  Creating plots to sell the land to businesses to build their own buildings (this could
work for local businesses looking for self contained buildings to own)

+  Gap funding development of larger buildings, or taking a head lease on premises
and sub-letting to tenants.

+ Identify opportunities to refurbish disused or underused buildings to create small
business centres offering flexible and affordable space for small businesses.




Industrial market: Demand

Strong demand for industrial space in well located business parks

South Tyneside’sindustrial market is larger and more established than the office
market, reflecting its history as a manufacturing location. Demand was reported to
be strongestin the south and west of the borough on sites which offer good access
to the A1/A19. The most sought-after locations are Monkton Business Park and
Boldon Business Park followed by Simonside and Jarrow. There is also strong
demand around the Port of Tyne from businesses that need access to the port and
this has intensified in the last year because of greater uncertainty around global
supply chains, which is leading many businesses to stockpile goods close to ports.

Net take-up of industrial space has been around 100,000 sq ft p.a. since 2017
(although this is likely to have been constrained by limited availability in recent
years). Demand was driven by a range of sectors including manufacturing (32%),
wholesale and retail (14%) and transport and logistics (5%). The offshore wind
supply chain is also driving demand around the Port of Tyne (in addition to storage
and distribution sectors) with record numbers of enquiries from offshore wind
developers looking for sites for fabrication and installation.

Agents reported that the automotive supply chain is a large driver of demand in the
south of the borough (eg Boldon Business Park) because of its proximity to Nissan,
and they anticipated strong demand from manufacturers for the land at IAMP
which falls within South Tyneside when it comes forward over the next 2-3 years.

The majority of industrial demand is for small units below 10,000 sq ft. These
accounted for 63% of industrial lease deal since 2017. But there is also evidence of
demand for mid-size units between 20,000 and 100,000 sq ft that provide grow on
space. There was only one deal over 100,000 sq ft, which was the new Amazon
Warehouse in Jarrow. Enquiries data also shows strong market interestin the
borough. There were 184 enquiries received between September 2020 and
September 2021 (this coincided with the pandemic so demand may have been
suppressed). Size requirements follow a similar pattern to recent industrial deals,
although thereis a higher share of enquiries for larger premises over 100,000 sq ft.

Figure 5.7: gross and net demand for industrial space in South Tyneside, 2015-2020

400,000

300,000
200,000
100,000

OII ||I|II||I

-100,000

sq ft

-200,000

-300,000

2015 2016
M Net take-up

2017 2018 2019 2020

W Gross take-up
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Industrial market: Supply

Severe undersupply of industrial premises that could act as a
barrier to growth

The vacancy rate for industrial space has fallen from 14% in 2016 to just 2.9% in
2020. Thereis currently only 165,000 sq ft of vacant industrial space in the
borough, most of which is in a single warehouse at Tyne Dock. There is therefore
currently a severe undersupply of industrial space which applies to most
sizebands. According to agents this is resulting in some businesses relocating
outside South Tyneside to neighbouring boroughs where new developmentis
coming forward (eg Turbine Business Park and Hillthorne in Sunderland).

The business survey also provides evidence that this is acting as a barrier to
growth for some businesses. 14% of businesses reported that availability of
premises was a barrier, and 10% said that South Tyneside Council could help them
by improving access to premises.

Agents reported that there is likely to be some industrial space freed up in 2022
when Faltec, a large occupier at Boldon Business Park, relocates to IAMP. Phase 2
of IAMP (which includes land in South Tyneside) will also provide additional
capacity over the next two to three years. Beyond this, however, there is likely to
be a severe undersupply of sites and premises which will act as a constraint on
growth and investment, including from priority sectors such as manufacturing.

The major challenge facing the industrial market in the medium to long term is the
limited supply of well connected and serviced sites. Beyond IAMP there was
reported to be no other sites in the south of the borough (where demand is
strongest but which is constrained by greenbelt). There were mixed views on
availability of land at the Port. Some agents believed there is a limited supply but
the Port of Tyne itself reported it has enough remediated and serviced land to
meet demand over the next few years, depending on the scale of market
requirements. Recentinvestment at Jarrow Business Centre has also provided
additional space to meet the growth needs of offshore and manufactiring
businesses linked to the Port.

Another potential barrier to development is the viability of development. There has
been only one new industrial developmentin South Tyneside in the last few years
(Infinity Park at Monkton Business Park), which received funding through the Local
Growth Fund due to rents not being high enough for development to be viable.
However there were mixed views over whether this is still the case as the tightening of
supply has led to an increase in rents. Although there was agreement that viability in the
industrial market is marginal. The planned North East Commercial Property Investment
Fund (NECPIF), which is likely to launch in 2022, could help to encourage development
on sites with marginal viability by the public sector reducing the risk to private
developers.

The key priority in the industrial market is therefore identifying new, well connected
employment sites in the south of the borough which can address the undersupply in the
medium term.

Figure 5.9: vacancy rates for industrial space, 2016-2020
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Road infrastructure

Figure 5.10: Average delay (vehicle seconds per mile) on strategic road network, 2019
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identified congestion or road connections as a key issue and only one suggested that Figure 5.11: Average delay (vehicle seconds per mile) on local A roads, 2019
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Public transport

Need for improved public transport connections between high
unemployment areas and key growth centres

The public transport system is important for providing access to employment for
South Tyneside residents. At the time of the 2011 Census, 21% of commuting trips
were made by public transport but this increases to 27% for people working in low
skilled occupations and over 50% for people working in Newcastle upon Tyne.

The main types of public transport infrastructure in the borough are the bus and
Metro network. There are currently ten Metro Stations in South Tyneside. These are
mainly on the Yellow Line which provides a link between South and North Tyneside
via Newcastle. A further three stations are located on the Green Line in the south of
the borough; this provides connections to Newcastle Airport and the city of
Sunderland.

DfT’s employment accessibility indicators suggest that all of South Tyneside’s
residents can access an employment centre of at least 5,000 jobs by foot or public
transport within 30 minutes and 70% can reach a centre within 15 minutes.
However our own travel time mapping shows that a number of key growth centres
cannot be reached within 45 minutes of some locations, including South Shields
which has the highest rate of unemploymentin the borough (see Figur 5.13). In
particular it appears journey times between South Shields and IAMP via public
transport are slow.

Public transport was not identified as a key issue by survey respondents. However
some economic stakeholders did identify this as a key barrier to work (including
recruitment agents who said it was a key priority) and noted that public transport
also needs to operate during the night to ensure night shift workers can access jobs
at IAMP. South Tyneside’s low jobs density and high levels of localised
unemployment mean that public transport connections to those areas where jobs
will be created in future should be a high priority for the borough.

Figure 5.12: The Tyne and Wear Metro System
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Digital infrastructure

Coverage of 4G, superfast and ultrafast broadband all above the
national average

The latest data from OfCOM shows a high level of coverage for digital
infrastructure in South Tyneside:

- 99% coverage of 4G networks compared to an England average of 84%.

—  99% coverage of superfast broadband (speeds of at least 30 Mbps)
compared to an England average of 96%

—  76% coverage of ultrafast broadband (minimum 100 Mbps) compared to
an England average of 64%.

This shows South Tyneside generally has very good access to digital
infrastructure which will meet the vast majority of households and businesses
needs. Nevertheless there remain a number of gaps in ultrafast coverage
including at key employment locations such as Monkton and Boldon Business
Parks. South Tyneside Council’s Digital Infrastructure Strategy also notes that
coverage of gigabit broadband (1,000 Mbps) is still low compared to other areas
(1% compared to 27% nationally) meaning South Tyneside’s digital
infrastructure is not yet as future proofed as other areas. Although coverage of
gigabit broadband is expected to increase as a result of planned Government
investment through the Project Gigabit programme.

Overall there is limited evidence that digital infrastructure is a barrier to
growth. The main priority for South Tyneside is likely to reducing the high
proportion of people who are ‘digitally excluded’,. This does not just relate to
improving access to digital technology but improving peoples’ capacity to use
it. Therefore interventions are likely to relate to improving digital skills rather
than digital infrastructure.

Figure 5.14: coverage of superfast broadband (over 30 Mbps), 2021
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Figure 5.15: coverage of ultrafast broadband (over 100 Mbps), 2021
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Digital Exclusion

70% of the population are in areas with limited or no use of the

internet Figure 5.14: Internet User Classification, 2019
Figure 5.16 shows one way of identifying those communities most at risk from
digital exclusion. The Internet User Classification (IUC) is a bespoke
classification that describes how people living in different neighbourhoods
interact with the internet. The two most common IUC groupsin South
Tyneside are:

+  E-Withdrawn (shown in black): peoplein this group are the least engaged
with the internet. Often strongly correlated with deprived areas, this
group has the highest ratio of people that don’t have access to the internet
or never engage with it.

+  Passive and uncommitted users (shown in yellow): individualsin this
group have limited or no interaction with the internet, typically going
online once a week or less. Access to broadband is well below average,
and for those online, there is preference for access via smartphones. The
internet is typically used for social networks, gaming and some limited
online shopping.
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Conclusions and recommendations

In our view the main infrastructure priorities for South Tyneside relate to
improving access to sites and premises. The business survey shows this issue is
of far greater concern to South Tyneside businesses than other types of
infrastructure such as housing, transport and broadband and in many cases is
acting as a barrier to growth.

There has been very little new development since the 2008 economic downturn
because of viability challenges. This has resulted in a shortage of available
space in the office and industrial market, leading many growing businesses to
look outside the borough for new premises.

The key priority is identifying new employment sites in the south of the borough
with good connections to the A1, which can address the medium term
undersupply of industrial sites and premises. This is the area that is best placed
to attract inward investment from manufacturers and grow high value
industries, as shown in Figure 2.3. The council should also identify smaller plots
suitable for small scale office development in self contained unts, and town
centre buildings which could be refurbished and made available as small
business centres at relatively low cost.

The council should also play an active role in identifying and promoting
potential projects that could benefit from funding through NECPIF when it
launches in 2022. This particularly relates to industrial projects which are on
the margins of viability and are struggling to attract funding.

The key transport priorities are already well-recognised by the council. There
are ongoing investments to address the key pinch-points on the strategic road
network and on other key A roads, which will be vital for improving connectivity
to IAMP and the Port of Tyne. The public transport network is generally strong
but there is a need to enhance connections between unemployment hotspots
and the Nissan/IAMP site.

The availability of housing does not appear to be acting as a barrier to growth.
However, as noted in other sections, there may be an important role for housing to
play in place based regeneration and attracting skilled migrants to South Tyneside
to address future labour market challenges (see Place section). If the council does
pursue this strategy, the main focus should be on increasing the supply of houses
rather than flats, and creating high quality developments suitable for families.

Digital infrastructure is generally good and will meet the vast majority of
households and businesses needs for the foreseeable future. Nevertheless there
remain a number of gaps in ultrafast coverage including at key employment
locations such as Monkton and Boldon Business Parks. The council should aim to
ensure that these are addressed through the Project Gigabit programme.







Place Assets

Outstanding but underexploited natural assets

South Tyneside is a small area with a diverse physical environment. 60% of
the land areais classified as urban, with the main towns of Jarrow, Hebburn
and South Shields forming a contiguous built-up area in the north of the
district. These towns also account for 80% of South Tyneside’s population. To
the south are the villages of Boldon, Cleadon and Whitburn, which make up
the suburban fringe of South Tyneside and are completely surrounded by
green belt. These areas have smaller populations and offer a quieter village
environment.

South Tyneside has outstanding natural assets; its seafront, coastline and
beaches were consistently identified as “the best thing about South Tyneside”
by a range of different stakeholdersin a recent engagement exercise for the
South Tyneside Cultural Strategy. This was reinforced by consultees, who also
identified its high quality parks and riverside as key assets. These all
contribute to the quality of life in South Tyneside, giving it a distinctive offer
which is unique in the city region and make it an attractive place to live and
visit, particularly for families.

Arecurring opinion expressed by consultees was that these assets are not
being used to their full potential. In particular, consultees felt that linkages
between these assets are in need of improvement (particularly the riverside
and the foreshore), and that the current visitor and recreation offer along the
coastis too focused at the budget end of the market. They identified a need
for higher quality visitor accommodation and leisure/recreation facilities that
could attract higher spending visitors to South Shields and make the area a
more attractive place to live for highly skilled people.

More generally, 9% of businesses who responded to the survey reported that
the council could support their growth ambitions by making environmental
improvements (the third most common issue after funding and access to
premises). This particularly included town centre regeneration but also
reducing crime and anti-social behaviour, fly-tipping and graffiti.

Figure 6.1: map of South Tyneside and towns and villages
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Town Centres

Regeneration of King Street is a key priority Figure 6.2: vacancy rates in town centres, 2020

18%
16 per cent of premises in South Shields town centre are vacant, according to 16%
Whythawk and Sqwyre data. This is higher than Hebburn and Jarrow which both 14%
have a vacancy rate of around 14%. Other sources indicate that the national average .
for town centres is also around 14% (BRC-LDC Vacancy Monitor). The vacancy rate for 12%
floorspace is also substantially higher in South Shields than Hebburn or Jarrow. 10%

8%
Consultees were positive about recent investments in South Shields town centre, 6%
particularly the new transportinterchange, improvements around the ferry landings, 29
and investment on Ocean Road, which has included tree planting and traffic calming ’
measures. However they agreed that the town centre, and King St in particular, lacks 2%
vitality and has an oversupply of retail space and stores which is inconsistent with 0%
modern shopping habits and the growth of e-commerce. The poor quality of this area Premises Floorspace
also detracts from the overall visitor offer because it is a key route linking the riverside - . Source:
Hebb mJ m South Shield

and the beaches. The poor quality of South Shields town centre was also raised by a o arrow OH STeies Whythawk and Swyre

number of respondents to the survey. ) ) )
Figure 6.3: King Street, South Shields

The challenge of carrying out large scale regeneration on King Street (including Q ‘ '

unwilling landowners) were well recognised. But all believed that finding new uses ‘ .

for town centre retail space which increases footfall and reactivates King St should be

a high priority. Consultees were supportive of a number of measures to diversify uses

in the town centre, including

+ residential development

+  refurbishment of unused buildings to create flexible office space targeted at
small, growing businesses. This would help to address the shortage of office
space identified in earlier sections.

+  relocation of South Shields College to a town centre site.




Liveability

Analysis of house price per sq ft can also be used to assess the liveability and Figure 6.5 shows how we have divided South Tyneside in to local areas for the purpose
quality of placein different parts of South Tyneside. It shows the highest values of place analysis. This has been based in part around the main towns and settlements
are achieved in the Boldons and Whitburn where property sales achieve values of but also differences in the character of different parts of South Tyneside and in house
over £200 per sq ft, indicating these are seen as the most desirable locations in price persq ft. Disaggregating the borough in this way allows us to explore differences
South Tyneside. West Hoe and Harton in the east and Hebburn in the west achieve in the socio-economic characteristics of different areas and how these can be

values of between £150 and £200 per sq ft. The lowest value areas are in South explained by differences in the quality of place.

Shields and to the south of the town in neighbourhoods around West Park. In
these locations average sales values drop below £100 per sq ft.

Figure 6.4: house price per sq ft by LSOA, based on property sales between 2019 and 2021 Figure 6.5: Definition of geographical areas for local socio-economic analysis.
27 N i T

| LAD boundaries

Rail network:

~ Multi Track
Narrow Gauge

~ Single Track
Tunnel

National roads network

~— Primary

— Motorway

Central

" South Tyneside

Average House Price per Sq Ft
[]£0-£50

[] £50 - £100

[ £100 - £150

B £150 - £200

Bl Over £200




Housing and living environment

A key factor influencing the desirability of certain areas is the quality of the housing
stock. The mapsin Figures 6.6 and 6.7 show that the villages in the south of the
district (Cleadon and Bodon) have a higher proportion of larger family homes and
offer more outdoor space than other parts of South Tyneside. The South Shields
suburbs of Westoe Village and Harton also offer a large number of large, detached
period properties, some of which have been subdivided in to smaller properties.
These areas also offer a high quality and characterful living environment, including

Figure 6.6: proportion of homes with at least 4 bedrooms, 2021
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a conservation area in Westoe Village and close proximity to the coast.

In the west of the district, parts of Hebburn also offer a large number of larger family
homes, particularly around Monkton Fell. A large proportion of these were builtin
the last ten years and are more affordable than the more established areas of South
Tyneside. Although gardens are not as large as other areas, Hebburn offers a
number of parks and green space, including the Hebburn Riverside Park which
increases the attractiveness of this area as a residential location.

Figure 6.7: average size of outdoor space by MSOA, 2020
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Age profile

Significant population growth in Hebburn, driven by young
families

Table 6.1 shows differences in the age profile of different parts of South
Tyneside. Boxes shaded in red show age groups which are over-represented in
the local area by more than one percentage point compared to the borough
average. It shows that the two most desirable areas in South Tyneside (East,
which includes Harton and surrounding areas and Semi rural south, which
includes the Boldons and Whitburn) have a high proportion of older people
over the age of 65. Young peoplein their 20s are overrepresented in South
Shields, while Hebburn has a high proportion of people in the ‘young family’
age groups (0 to 15 and 30 to 44).

Of more interest is what has happened to population change in these local
areas since 2011. Hebburn has seen very strong population growth over this
period; it accounted for over half of net population growth in South Tyneside
asawhole. Figure 6.2 shows this was driven primarily by peoplein the young
family age groups.

This suggests that the inward migration from other parts of the city region
noted in earlier sections, mostly relates to people moving to Hebburn.
Although Hebburn was historically a town of shipbuilding and heavy industry,
this suggests the programme of housebuilding in this area, combined with its
fast access to Newcastle city centre via the Metro has made it an attractive and
affordable location for commuters in their 30s.

Table 6.1: age profile by area, 2020

[ Joto15 [16to21 P2to29 [30to44 [45to64
Central O 20% 6% 10% 18%  27% 19%

East 18% 6% 8% 16%  28%|  24%
Hebburn O 20% 6% 0% 21%  21% 17%
Jarrow 17% 6% 10% 18% 28% 21%
Semi rural south 17% 6% 8% 16%  29%. 24%
South Shields 15% 6% 13%  21% @ 28% 17%
South Tyneside 18% 6% 10% 18% 28% 20%

Figure 6.8: change in population by age group, 2011-2020
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Skills and income

There is a clear correlation between those areas with highest house values and the
incomes and skill levels of residents. At the time of the 2011 Census over 50% of
residents in Boldon work in managerial or professional occupation, and there was
also a higher concentration around Harton. The map does not show a concentration
around Hebburn, however this may be because the data is from 2011 and does not
take in to accountin-migration in to this area over the past ten years.

Figure 6.9: proportion of employed residents working in high skilled occupations, 2011
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The income map shows the same areas have the highest household incomes,
including Boldon, Harton, Fellgate and Hebburn. These areas offer the greatest
potential to attract higher skilled residents to South Tyneside in future, but
particularly in Hebburn because of its links to Newcastle and greater availability of
housing. This would increase household expenditure in South Tyneside and could
lead to higher levels of economic growth in the long term.

Figure 6.10: 2019 Mean household income, 2018
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Deprivation

Wide variation in deprivation within South Tyneside Figure 6.11: Index of Multiple Deprivation, 2019
South Tyneside is home to a diverse mix of neighbourhoods and local areas
with very different socio-economic characteristics. Thisincludes areas
within the 10% most deprived LSOAs in the country and affluent, desirable
neighbourhoods.

Figure 6.11 shows the most severe deprivation is concentrated in the west of
South Shields down to Tyne Dock, Jarrow and the centre of the borough
around Biddick Hall and West Harton. These neighbourhoods score poorly
against a number of measures of deprivation including crime, employment,
income and educational attainment.

The least deprived areas are in the south of the borough around Fellgate,
Boldon and the coastal community of Whitburn which are all more detached
from the main urban area and offer a semi-rural lifestyle. The urban area
itself also contains less deprived areas, particularly Harton and coastal areas
around Hebburn.
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Unemployment

Unemployment concentrated in deprived areas

Figure 6.13 shows out of work claimants are concentrated in South Tyneside’s
most deprived communities, particularly in South Shields and areas to the south.
These same areas also experienced the largestincrease in unemployment as a
result of the pandemic.

Residents in these communities are likely to face numerous and complex barriers
to work, including low skills, poor health, poverty and challenges in their personal
lives. This means reducing the high levels of inactivity and unemploymentin
South Tyneside is likely to require area-based approaches, which tackles barriers
towork in an integrated and holistic way. This will also mean ensuring public
services, including health and education support are joined up.

Figure 6.12: claimants as percentage of working age population, 2019-21
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This also highlights the importance of ensuring that areas where future jobs growth is
expected are accessible for residents living in South Tyneside’s most deprived
communities. Thisincludes ensuring that there are bus connections between South
Shields and IAMP including during the night-time for people working night shifts, which
was highlighted as a barrier to work for many unemployed residents. .

Figure 6.13: Claimant count, 2021
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Conclusions and recommendations

South Tyneside’s place assets are one of its greatest strengths and competitive
advantages. While the borough may be seen as less accessible than other parts
of the city region, all consultees identified it as a good place to live and visit, with
some outstanding natural assets not available elsewhere. This brings potential
benefits beyond the tourism sector. Quality of place is vital for attracting skilled
workers and entrepreneurs, who increase expenditure in the local economy but
who also create wealth and improve long term economic performance. The
ambition for South Tyneside should therefore to be the location of choice for the
city region’s high skilled residents.

However the area faces a number of challenges in achieving this ambition, many
of which are well recognised by the council and have simply been underlined by
this assessment. The main priorities are as follows:

+  Regeneration of South Shields town centre, and King Street in particular.
Thereis a need for a radical reduction in retail space and new town centre
uses which increase vibrancy. There are no easy solutions here, but the
council should be experimental and flexible and should seek a wide range of
ideas for new uses and how the town centre could be reimagined.

+  Encouraging new investment in the foreshore area which improves its image
and makes it a destination for a wider set of markets, including higher
spending visitors. Consultees identified a particular need for a high quality
hotel and opportunities to build its reputation as a food and drink
destination.

+  High quality housing led growth and regeneration schemes such as those in
Hebburn and Holborn, particularly targeted at family housing. These attract
migrants to the borough and inject new life in to former industrial areas and
town centres.

These priorities also need to be balanced against the need to address place
based challenges faced by existing communities. The borough contains a
number of areas among the most deprived in the country, which face deep
structural challenges. Itis in these communities where place and people based
challenges combine including poor housing, high levels of crime, poor health
and worklessness. A high proportion of South Tyneside’s inactive and long term
unemployed residents live in these areas, meaning there is a need for targeted
place based interventions which address the complex challenges and barriers to
work faced by these communities.

Figure 6.14: Index of Multiple Deprivation, 2019
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Strengths

Strengths in key growth sectors. South Tyneside retains specialisms above the national
average in a number of sectors with growth potential and high productivity, including
advanced manufacturing and offshore wind supply chain.

High levels of enterprise: the business start-up rate is higher then the LEP average, although
still below the national average

Outstanding natural assets: particularly the seafront, coastline of beaches which benefits
tourism and contributes to quality of life.

Attractive place to live: a number of areas are seen as attractive places to live, particularly
for families

Good transport and digital infrastructure: congestion is low, public transport is good and
coverage of 4G networks, superfast and ultrafast broadband are all above the national
average

Opportunities

IAMP: planned investment at IAMP which straddles the border of South Tyneside and
Sunderland presents a major opportunity to increase the number of high quality jobs in the
manufacturing sector and its supply chain.

Growth in the energy sector: there is potential for large scale inward investment at the Port,
plus investment in new heat networks. Both of these offer supply chain opportunities.

Increase in domestic tourism: offering potential for further growth in this sector

Attracting more high skilled and high income households: there is an opportunity to exploit
South Tyneside’s appeal to families leaving the city region’s main employment centres by
building more family housing and encouraging investment in more aspirational leisure,
hospitality and recreation facilities. This could increase expenditure in South Tyneside and lead
to higher growth in the long term.

Weaknesses

High dependence on the public sector: a lack of dynamism in the private sector has
limited job creation and density and means South Tyneside is highly reliant on the public
sector for jobs.

Low skills equilibrium: private sector employment is dominated by low value, low skilled
activities which explains a number of areas of underperformance including low
productivity and earnings and low levels of innovation.

High levels of inactivity and structural unemployment: this contributes to lower living
standards and constrains the supply of labour, which may make it difficult to meet future
labour demand.

Deprivation in many communities: high levels of deprivation around South Shields and
in a number of other communities leading to poor living standards.

Underperforming town centres: particularly in South Shields, which undermines the
attractiveness of the town as a place to live and visit.

T

Threats

Ageing population: this will continue to restrict labour supply and also increase
replacement demand, risking future labour shortages.

High dependence on international migrants for growth in the working age population
which is at risk because of Brexit.

Shortage of sites and premises: there is an undersupply of both office and industrial
premises which is acting as a barrier to growth for many businesses.

Skill shortages: a high level of skill shortage vacancies is a major issue for the
manufacturing and construction sectors, and could also limit the growth of the energy
sector.

Other recruitment challenges: other sectors are struggling to recruit the workers they
need due to the nature of work and low wages, including health and social care and
hospitality.




Summary of recommendations

Business and sectors

Prioritise growth needs of the advanced manufacturing, energy and tourism sectors, in
which South Tyneside has clear strengths and where there are growth opportunities.
Maximise supply chain opportunities of major investments, particularly IAMP, heat
networks, Equinor and other investments at the Port. The council needs to understand the
nature of these opportunities, map the skills and expertise of local businesses and identify
support requirements.

Use investments as a platform for innovation and accessing new markets: electrification
and heat networks both offer huge growth opportunities. The council needs to ensure that
local businesses are at the forefront of this by facilitating collaboration with developers and
bodies such as DER-IC.

Supporting the foundational economy: expand on the work done to date on The Pledge to
identify opportunities to support the foundational economy, learning from best practice in
Wales and Preston.

Infrastructure

Identify new potential employment sites in the south of the borough with good connections
to the A19 to address the medium term shortage of these sites.

Identify and service smaller plots suitable for self contained office buildings which could be
sold to owner occupiers and explore opportunities to refurbish underused buildings in town
centres to be used as small business centres.

identify and promote potential projects that could benefit from funding through NECPIF
when it launches in 2022, particularly industrial projects on the margins of viability.

Ensure there are frequent and reliable public transport connections between South
Tyneside’s most deprived communities and growth locations such as IAMP.

Ensure all business parks and employment locations have access to high speed broadband,
and any gaps are addressed through the Project Gigabit programme.

Intensive support for disengaged young people: Work with Jobcentre Plus and third
sector organisations to identify the reasons for the fall in participation by young people,
and provide additional resources for addressing these barriers (building on the work of
South Tyneside Works).

Sector based work academies: consider the creation of new academies for the
construction and hospitality sectors, building on the proposal for the academy for Adult
Social Care.

Raising awareness of future opportunities: work with local schools to raise awareness
of the opportunities to develop rewarding careers in growth sectors. This should also
target the existing workforce and those with transferrable skills.

Support for retraining: provide clear advice and signposting for adults wishing to retrain,
taking advantage of new funding opportunities through the National Skills Fund.

Place

Prioritise the continued regeneration of South Shields town centre, with the aim of
radically reducing the amount of retail space and encouraging new uses which bring
vibrancy to King St.

Encourage new investment in the foreshore area which improves its image and makes
it a destination for a wider set of markets, including higher spending visitors.

Identify opportunities for housing led growth and regeneration around Metro stations
to attract more skilled migrants and inject new life in to town centres.

Provide support and resources for targeted place based interventions which aim to
tackle barriers to work in South Tyneside’s most deprived communities, and ensuring
different services are joined up.
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Business characteristics

Business Size

73% of the businesses surveyed were micro businesses (employing fewer than ten
employees) and a further 21% were small businesses (between 10 and 49
employees).

Table A.1 shows that the survey included a disproportionately large number of
small, medium and large businesses compared to the business population.

Table A.1: Size of businesses that responded to survey

. lsurvey ___[Businessbase

Micro 73% 89%
Small 21% 9%
Medium 4% 2%
Large 2% 0%
Unknown 1%

Sector

Table A.2 shows the sector profile of businesses who responded to the survey and
how this compares to the general business population. There is over-representation
of wholesale and retail and arts, entertainment and recreation businesses and an
under-representation of construction and professional services businesses.

This also shows how these have been grouped for the purpose of reporting
differences by sector. This aggregation was necessary to increase sample sizes so
that we have greater confidence that differences between sectors are statistically
significant. However this does impose constraints on the level of sector detail that
we are able to infer from the survey results.

Table A.1: Sector of businesses that responded to survey

Number
of Business
resp onses%s lit base

Raw materials Agriculture, Forestry, Fishing and Mining

Sector
category for
ENEIVS

Utilities and Remediation Activities

Manufacturing Manufacturing

and
construction

Retail and

hospitality

Professional
services

Public and
other services

Construction

Wholesale And Retail Trade

Transportation And Storage
Accommodation And Food Service Activities

Information And Communication

Finance and insurance

Real Estate Activities

Professional, Scientific and Technical
Activities

Administrative and Support Service Activities
Education

Human Health and Social Work Activities

Arts, Entertainment, Recreation & other
Part of community and voluntary sector

Don’t know

1
41

21

87

44

18

24

19
31

28

2%

0%
10%

5%
22%
1%

11%
1%
5%
1%

6%

1%
2%

5%
21%

7%

1%

0%
8%

16%
15%
6%

10%
4%
1%
2%

15%

8%
2%

4%
8%

n/a




Business characteristics

Age of Business

92% of business owners disclosed the age of their business (368 businesses). The sample included a broad distribution of ages, although nearly three
quarters (74%) have been created sine 2000, and over a quarter since 2015.

Figure A.1 Age of Business N=368
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Business characteristics

Exporting/Importing Businesses

Over 70% of surveyed businesses had never exported or imported goods
or services. Comparatively, 13% were found to have exported previously
and 22% had imported.

Exporters:

+ Manufacturing and construction sector businesses were most likely to
export (21%) with human service businesses least likely (3%).

+ There is a direct relationship between business size and likelihood
that the business exports. Microbusinesses were the least likely to
export (6%) and large businesses the most likely (33%).

Importers:

+ Micro businesses were the least likely to import (12%) and large
businesses the most likely (33%).

+ Similarly, the manufacturing and construction sector was the most
likely to import (29%) and Public Services the least likely (6%).

Note: Findings were statistically significant at the 5% level for businesses,
overall and at a sector level. However, given the sample size when
discussing business sizes, only microbusinesses produced a statistically
significant result.

Figure A.2 Exporting Businesses N=398
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Figure A.3 Importing Businesses N=398

74%

16%

- -
[ —

4%

4%
—

Mot sure

Never imported Imported inthe last12  Imported more than 12 Mot sure

manths manths ago




Recent performance

Table A.3 Turnover by Business Sector N=377

Change in turnover

When asked “How does your turnover for the past 12
months compare to normal expectations?”, 55% of

businesses responded that it had decreased, while Raw materials 22% 11% 22% 11% 22% 0% 11% 9
24% of businesses recorded an increase. Responses

) . Manufacturi d
varied by sector and size. aniractining an

construction 13% 16% 18% 23% 27% 2% 2% 62
Sectors:
Retail and hospitality % 21% 16% 13% 40% 2% 2% 130
+ Businessesin public services and retail and
hospitality were the most likely to report a fall in Professional services 4% 31% 15% 19% 27% 2% 2% 52
turnover
+ Businesses in raw materials and professional Public Services =i Lo L e HiEh S £ L
services were the most likely to report an
increase. All Businesses 7% 17% 15% 16% 39% 2% 2% 378
Size:
Table A.4 Turnover by Business Size N=377
+  Microbusinesses were most likely to have No of
experienced a decrease in turnover (59%). Substantially |Increased a |Met Decreased a Unwillingto  [Businesses

increased little expectations |little hat answered

+ Medium-sized businesses were most likely to

report an increase in turnover (53%). Micro 5% 15% 17% 15% 44% 1% 2% 279
Small 7% 24% 9% 20% 27% 8% 4% 74
Medium 33% 20% 13% 27% 7% 0% 0% 15
Large 0% 50% 17% 0% 33% 0% 0% 6

Unknown 33% 0% 0% 0% 33% 0% 33% 3




Recent performance

Table A.5 Employment by Business Sector N=391

Change in employment _ ,
Substantially [ncreased a [Met Decreased a No. of Businesses
increased little expectations [little Decreased a lot [Don't know Unwilling to saylthat answered

When asked “How does employment for the past 12
months compare to normal expectations?”, 32% of
businesses reported that it had decreased while 17% of

businesses recorded an increase. Responses varied by Manufacturing and
sector and size construction 8% 10% 56% 18% 8% 0% 0% 62

Raw materials 0% 22% 56% 0% 11% 0% 11% 9

. Retail and hospitality 4% 12% 449 20% 15% 4% 2% 130
Sectors
. . . . . 1 | i) 0, (s} 0, 0, (o) 0, =
+  Public Services (360/0) and Retail and hospltallty (350/0) Professional services 8% 19% 46% 10% 12% 6% 0% 52
were the most likely to report a decrease. _ _
Public Services 3% 9% 38% 17% 19% 9% 4% 138
+ The professional services sector was the most likely to _
. 0 o] 4] 0, o] G, 0,
report an increase (27%). All Businesses 5% 12% 44% 17% 15% 6% 2% 392

Size:

+ Medium sized businesses were most likely to reporta

! Table A.6 Employment by Business Size N=391
decrease in employment (40%). However, large

businesses experienced more substantial reductions Substantial No. of
in employment. Decreased a Unwillingto  [Businesses
i little hat answered
+ La rge busingsses were also the most likely to report Micro % 10% 49% 15% 15% 6% 2% 286
anincrease in employment (50%)
Small 6% 16% 36% 22% 11% 6% 2% 81
Medium 20% 20% 20% 27% 13% 0% 0% 15
Large 33% 17% 17% 17% 17% 0% 0% 6

Unknown 0% 33% 0% 0% 0% 33% 33% 3




Recent performance

Reasons for change in turnover and employment
This question provided further insight into the reasons behind any reported changes in turnover and employment.

79% of businesses reported that COVID-19 was the main reason for any experienced change. This result was statistically significant. Across business
sectors and sizes, it remained the largest reported reason.

Business sectors excluding raw materials experienced 270% of businesses reporting COVID-19 as the main reason for change. Conversely, only 57% of
businesses in raw materials reported COVID-19 as their main reason for change. Changes in workload/revenue was the second most common reason
given (43%).

Figure A.4 Main reasons for any exhibited change in turnover or employment N=277
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Business optimism & Future plans

EXpeCtationS about future turnover Figure A.5 Overall expectations about turnover in the next 12 months N=374

When asked “How do you think your business turnover for the next 26%

12 months will compare to normal expectations?”, 31% of
businesses believed that turnover would increase. By contrast, 21%
5%

19%

14%
13%
I I -

Substa nt|a||}-f increasdncrease a little Meet expectations Decrease a little  Decrease a lot Don't Know — Unwilling to say

27% of businesses expect a decrease.

Businesses within manufacturing and construction (46%), raw
materials (44%) and professional services (39%) were most
optimistic about future turnover. Retail and hospitality businesses
were the least optimistic with 39% of businesses expecting a
decrease.

Table A.7 Overall expectations about turnover in the next 12 months N=374

Raw materials construc’uon Retail and hospitalit Professional services Public Services All Businesses

Substantially increase 11% 8% 2% 6% 7% 5%
Increase a little 33% 38% 27% 33% 17% 26%
Meet expectations 11% 25% 18% 25% 21% 21%
Decrease a little 11% 11% 15% 13% 15% 14%
Decrease a lot 11% 5% 14% 10% 17% 13%
Don't know 11% 11% 22% 13% 21% 19%

Unwilling to say 11% 2% 2% 0% 3% 2%




Business optimism & Future Plans

Figure A.6 Ambitions for businesses over the next 12 months N=391

Ambitions for businesses over the next 12 months

Figure A.6 shows the main ambitions of businesses for the next 12 Find new customers / service users B0

months. Finding new customers and introducing new products were the Introduce new products/services G 55
two most common ambitions of the business sample (80% and 58%). _ ,
. . Recruit new employees /volunteers IS 500
Key sector/size differences were as follows:

Adopt newtechnology NG /2%
+ A large proportion of manufacturing and construction businesses are
seeking to recruit new employees (69%) which was significantly
higher than the average (50%). In the same sector 18% of businesses AMENEprEMEE | [ dE

intend to start to export to new markets which was also significantly Start to export or export to new markets N 6%

higher than the average (6%).

Work towards net zero  INEGGGGGGNGN 7%

Moneoftheabove [ 6%

+ Businesses within raw materials as well as manufacturing and Don't know | 0%
construction were also most likely to be seeking new premises (44%
and 25% respectively). Of those seeking new premises, 56% were Figure A.7 Size of new premises (in Sqft) N=27

seeking small premises of less than 5,000 sq ft (see Figure A.7).

41%

+ There was a direct relationship between business size and intentions
to recruit over the next 12 months, with larger businesses
significantly more likely to be looking to recruit new staff than
smaller businesses. Medium sized businesses were also significantly
more likely than other businesses to be planning to adopt new L

technology (93% compared to 42% overall). .

26%

19%

=1,000 1,000-5,000 5,000-10,000 =10,000




Business optimism & Future Plans

Confidence in achieving ambitions
in South Tyneside

69% of businesses were at least fairly confident in
achieving their ambitions with most businesses (88%)
expecting to stay in South Tyneside to do so.

Although most sectors’ businesses reported >65%
confidence in achieving their ambitions, businesses
within raw materials were the least optimistic. 22% of
businesses reported that they were not at all confident in
achieving their ambition.

For the 5% of businesses that stated they would not stay
in South Tyneside to achieve their ambitions, reasons are
listed below in order of prevalence:

+ Lack of premisesin South Tyneside

+ Competitiveness of council offering/support
compared to other areas

+  Customer/Work prevalence outside of South
Tyneside

+  Other (Moving house/non-business-related
preferences)

Figure A.7 Confidence in achieving detailed ambitions N=384
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Figure A.8 Proportion of businesses staying in South Tyneside to achieve their ambition N=381
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Business optimism & Future Plans

How South Tyneside Council
could help to achieve ambitions

Businesses were asked how South Tyneside
Council could help them to achieve their
ambitions.

Additional funding was the support most
required by businesses (23%), followed by
support finding or improving business
premises (10%).

Note: 46% of the 400 businesses did not answer
or chose not to specify. Digital Infrastructure,
improve public transport, promotion of green
issues, transport investment, rounded to 0%
and hence have not been displayed in Figure
A.9.

Figure A.9 How South Tyneside Council can help to achieve ambitions N=400
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Business optimism & Future Plans

Barriers to achieving ambitions Table A.8 Barriers to achieving ambitions by business sector N=397

Businesses were asked to identify the main barriers to addressing their growth ambitions.
Overall, access to finance (24% of businesses) and Taxation (18% of businesses) were the two
most common barriers that businesses faced.

Manufacturing

and itali Public
materials |construction services |services

As shown in Table A.8, barriers varied by sector. The only statistically significant sector
findings were that staff recruitment and skills were identified as a barrier by a higher

proportion of manufacturing and construction businesses than the average.

. . . . . . . . Accessing finance 22% 15% 22% 31% 28%
By business size, the largest barrier for microbusinesses to achieve ambitions was accessing
finance, whilst staff recruitment was a much greater challenge for medium and large Tax and business rates 0% 25% 22% 12% 16%
businesses.
Staff recruitment 22% 11% 14% 17%
. . hievi . . o Competitionin the
Figure A.10 Barriers to achieving ambitions by business size N=397 ket 0% 18% 8% 25% 20%
oo COVID-19 11% 10%  16%  12%  18% 15%
50% Regulations / red tape 22% 26% 13% 10% 13% 15%
40% Availability/cost of
suitable premises 11% 10% 13% 18% 15% 14%
30%
Staf skl oo R o 1% 9% 1%
20 UK exit from EU 33% 13% 10%  10% 6% 10%
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Business optimism & Future Plans

Skills that are currently barriers to businesses achieving their ambitions
Of those that identified access to skills as a barrier, technical, practical or job specific skills were the most difficult to recruit, cited by 51% of these businesses. .

This was particularly evident in manufacturing and construction sectors where 88% of business owners identified the skill as a barrier. This result was statistically
significant and more than double the proportion of businesses reporting this in other sectors.

Note: Findings were statistically significant overall at the 5% level

Figure A.11 Skills that are currently barriers to businesses achieving their ambitions N=45

51%

40%
36%

29%

24% 24%
20%
18%
11%
9% 9%
. . . :
Technical, practical Sales and IT and digital Leadership and  Customer service Flanning and Mumeracy Team warking Literacy Financial Other skill Don't knaw

or job specific marketing managznal organisational managsment




Seeking advice

External advice in the last 12 months

37% of businesses in the sample population sought advice in the last 12 months. A greater proportion of the sample did not (59%), however responses varied by business sector
and size.

A greater proportion of businesses within the raw materials sector (50%) and professional services (49%) sector sought advice compared to other sectors. Business owners within
retail and hospitality were least likely to seek advice with only 27% seeking advice in the past 12 months.

Larger businesses were also more likely to seek advice, with only 34% of micro-businesses seeking advice compared to 83% of large businesses.

Note: Findings were only statistically significant at the 5% level without sector or size breakdown.

Figure A.13 Businesses seeking help by Business Size N=380

Figure A.12 Businesses seeking help by Business Sector N=380
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Seeking advice

Where have businesses sought Figure A.14 Where businesses have sought advice (by Business Size) N=140
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Seeking advice

How likely are business to seek advice again and where from?

48% of businesses in the sample population stated that they were likely to seek advice again, 32% stated it would be unlikely.

Businesses within the raw materials sector were least likely to return for a second round of advice, whereas businesses in the professional services are most likely. Findings further
showed that the larger the business, the more likely they would be to return for advice. Businesses are most likely to seek advice again from South Tyneside Council (63%) or an

accountant or financial advisor (47%).

Note: Findings were only statistically significant at the 5% level without sector or size breakdown.

Figure A.15 How likely are businesses to seek advice again N=381 Figure A.16 Where would businesses seek advice again from? N=180
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Seeking advice

Matters affecting businesses

When asked ‘what matters affecting your business are you likely to seek external advice or information on over the next 12 months?’, 180 businesses responded. Financial and
business growth were cited as the most common issues on which businesses might seek advice.

Businesses in public Services were most likely to seek advice on financial matters. Businesses in the raw materials sector, retail and hospitality and professional services were most
likely to seek advice on business growth, while manufacturing and construction businesses were most likely to seek advice on employment law/HR (74%, which was significant at
the 5% level). Over 50% of retail and hospitality businesses reported legal issues as the main issue on which they are likely to seek advice (also significant at the sector level).

There were no major differences between different size of business, with finance and business growth being the two most common issues on which all sizes of business seek
advice.

Figure A.17 Matters affecting businesses that they would be likely to seek support on N=180

61% 50%
51%
0 0
45% 45% 4304 i
41% o
3% 36% 36% 34%
29%
22%
14% .
1ot 7%
3% B 1% 1%
| — —
3 5 X -3 a & A
D N ) 2 . & & & < & & 5
O @ _z & .o o & . o o 2 &S 8 e "N o o
& °é° i \:-‘9\{\ ¥ & &\ N \S\'b{\ @Q N " & & & S S € ©
<8 2 & 9 W© & < @ S S & & K S W
< & & F W e < < S
> & © 3 L Y IS & o N
A S S & <€ N & )
'\\ <<S’\\ ’5\._-. \)(.;\ (\"E} O‘\\‘\
A Q\Db Q@ Q2




Seeking advice

Preferences for receiving external advice

Businesses were asked about their preference for receiving external advice or
information on matters affecting their business.

Email was recorded as the most preferred communication with 62% of businesses
recording this answer. Face-to-face support was the second-highest preference (41%).

These preferences were replicated across sectors. Significant findings showed that
manufacturing and construction businesses preferred face-to-face advice compared to
other sectors. Also notably, a higher proportion of Public Services businesses preferred
to receive advice through email compared against other sectors.

Smaller businesses were more likely to prefer email communication (micro and small
businesses), whereas medium and large businesses preferred face to face advice.

Reasons for not seeking external advice or information in the next 12
months

Businesses that had stated they would not be likely to seek external advice in the next
12 months were questioned on their reasoning.

20% of these businesses said there was no reason for these preferences (a statistically
significant result) but 79% provided a reason. These were recorded and coded in
Figure A.19 (Note: 1% responded that they did not know).

Most businesses responded that they did not need advice or could get advice internally
(72%).

Responses for ‘didn’t know where to go, no support available or that they were too
busy were not included in the chart as they made up 0% of the overall responses.

Figure A.18 Preferences for receiving external advice N=378
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Figure A.19 Reasons for not seeking external advice in the next 12 months N=76
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Seeking advice

Reasons for not approaching South Tyneside Council for external advice or information on matters affecting businesses over the next 12
months.

124 businesses responded that they would not seek external advice from South Tyneside Council. Of these businesses, 48% responded that there was no particular reason for this.

52% of these businesses (N=57) stated a reason. These were recorded and coded, and the results displayed in Figure A.20. The main reasons given were because they received a bad
experience or had a negative view of the council (24%), or that they were not aware of the support offered (22%).

Note: Findings were statistically significant at the 5% level.

Figure A.20 Reasons for not approaching South Tyneside Council for external
advice over the next 12 months N=76
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South Tyneside Location Rating

How do businesses rate South Tyneside as a placetoruna

H ?
business? Figure A.21 How would you rate South Tyneside as a place to run a business?

N=373

Views on South Tyneside as a place to run a businesses were
favourable, with 16% rating it as excellent and 36% rating it as
good. 13% of respondents rated it as poor or very poor.

40%
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30%

. . . 25%
Respondents gave a wide variety of reasons for their response. It ’

0,
appears a large number of respondents may have interpreted this iggjz
question as asking for their view of South Tyneside Council. 49% 10% I
of respondents who answered ‘good’ or ‘excellent’ said this was 506

because they had a positive view of the council or had had 0%

positive experiences of working with them (particularly during the & K
pandemic). Other strengths of South Tyneside included the fact @\e Y N Q° &R

that it was a nice place to live (11%) and its transport connections S
or other locational benefits (9%). O

Similarly 41% of respondents who held a negative view of South
Tyneside as a place to do business said this was due to their
experience of working with South Tyneside Council. Other
common responses were the fact it has a weak economy with
limited spendingin the local economy (16% of those with a
negative view), and the cost/availability of premises (9%).
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