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1.  The Panel has asked for a note from SEEDA on sectors and clusters, in the context of the new RES.  In particular:

1. A general overview of sectors and clusters in the region

2. What regionally specific sectors and clusters can be identified and whether they have unmet needs.
2.  This note addresses these two areas in turn.
1. General overview of sectors and clusters in the region.
3.  The RES Evidence Base provides a broad overview of the industrial structure of the region at section 4.15.  
4.  The key points from this analysis are as follows:

· Service sector dominated.  Since the early 1980s the South East’s economy has become more and more service dominated.  Private and public sector services now account for just under 80% of all employment in the region.  Between 1995 and 2005 the economy of the south east grew at an average of 3.9% per annum and the majority of this annual growth was attributable to private sector service sector activity.

· Sub-regional variations.  Berkshire and Surrey have high concentrations of private sector service activity.  East Sussex and Kent on the other hand are more manufacturing based economies. The industrial base provides a platform for growth.  Service sector activity is forecast to be a main driver of growth over the next decade and those areas with a relative specialisation in the service sector are set to benefit from this.

· Significant sub-regional disparities in inward investment.  Although the region receives a significant share of inward investment, Foreign Direct Investment (FDI) is largely concentrated in the Thames Valley and western parts of the region.
2.  Regionally Specific Sectors

5.  The RES itself identifies six key sectors of the economy which have the greatest capacity to deliver growth through a sectoral focus on innovation and development of new products and services.  These are:

· Digital Media
· Marine Technologies

· Health Technologies

· Environmental Technologies and Services

· Built Environment

· Aerospace and Defence

6.  These sectors have been selected because of their high potential to innovate and grow; because they are clustered within the South East; because of their importance in delivering a sustainable future for the region; and because there is evidence that a sectoral focus (on supply chains or other business-to-business links) has particular potential to deliver benefits in these cases.  A brief description of each is set out below:

Digital Media content

7.  Digital content, as an industry sector, is less than 10 years old, but in that short time has grown exponentially and can no longer be considered a niche sub-sector of the creative or IT industries. Driven by rapid developments the industry globally is already valued at over $300 billion and is still growing at over 20% per annum.

8.  The South East of England can already boast some significant strength in this industry and its component sectors including:

· The base for over 4,000 companies in the media and software industries 

· Leading global companies in electronic games, film, e-learning, music and publishing 

· Over 24,000 people already employed in the development and production of content 

· A wide range of first class research institutions and universities with specialist programmes in the creative industries and technology sector 

· Europe's largest cluster of technology companies covering software, mobile and cable network companies and mobile phones 

· A well-developed network of sub-regional business development agencies covering the whole of the South East 

Marine
9.  The UK has the largest marine sector in Europe. With a turnover of £37 billion per annum and employing more than a quarter of a million people, the sector is twice the size of the UK’s aerospace industry and is highly successful in key export markets.

10.  The South East is the most important region for the marine industry in the UK with 40% of the industry's employees. The region is home to commercial and leisure marine companies, and a plethora of trade bodies, research organisations, testing facilities, training providers and other support organisations.

11.  The sector has over 4,000 companies supplying marine markets. Over half of these are highly dependent on the sector. The estimated number of people employed directly in the South East marine sector is over 105,000.

Health Technologies
12.  The UK's health technologies sector is one of the most successful in the world. South East England is the driving force behind this success. It has the highest concentration of health technologies companies in the UK and employs a third of the sector. It is home to world renowned universities, medical schools and institutes undertaking pioneering health research. 30% of the UK's life sciences research and development activity is carried out in the South East; 9 out of 10 of the world’s leading life sciences companies; and the top 12 global pharmaceutical companies have operations in the South East.
Environmental Technologies

13.  It is estimated that there are currently 17,000 companies in the UK which identify themselves as operating in the sector. Collectively they employ around 400,000 people and have an annual turnover of over £25 billion. Nationally, this puts the sector on a par with the aerospace and defence sector. The South East region has at least 1200 companies, employing 25,000 people, with an annual turnover of £4.6 billion. It is also home to 21% of the UK's environmental research and development centres.  
14.  Legislation to curb global warming is a major opportunity for business in this sector, and the RES identifies global leadership in environmental technologies as one of the eight transformation actions that have the potential to have particular impact across the breadth of the strategy.

Built Environment
15.  The built environment is one of the most important economic sectors in the UK accounting for 75% of the nation’s wealth. From a skyscraper to a lamppost, the built environment is made up of everything that provides a platform for human activity. It has a profound effect on the social, economic and environmental well-being of the nation and underpins many other business sectors.

16.  The South East is home to 27% of the UK's firms in this sector with 37,000 companies engaged in delivering the built environment. Clients, developers, designers, contractors and suppliers employ nearly 300,000 people generating £18 billion per annum.

Aerospace and defence
17.  The aerospace and defence sector is one of the UK's greatest economic strengths and a significant contributor to wealth generation. The sector sustains high value jobs; high technology skills; a substantial research and development capability; and is one of the few major manufacturing sectors continuing to thrive in the UK. In international terms, the UK aerospace and defence sector is second only to the US in the share of world trade.

18.  The South East region is home to many of the global industry leaders and has over 1,000 companies employing 44,000 people and turning over £7 billion per annum. 75% of these companies are SMEs supplying parts and systems to the prime contractors on a global basis. 
19.  The RES identifies that appropriate land and premises will be required to meet the needs of regionally important sectors.  Of these the marine sector is the most location specific, requiring a suitable waterside location.  Marine South East has already addressed the panel on this issue.
20.  The need to plan for adequate and suitable land and premises for the other identified sectors could usefully be recognised in the South East Plan, to align with the new RES.  Detailed requirements can be dealt with through the sub-regional strategies or individual LDF’s.
21.  The RES also identifies the importance of three other sectors in delivering cross cutting themes.  These are 

· Land-based industries
· Culture and creative industries
· Tourism and the visitor economy

Land-based industries
22.  The land-based sector (food, fishing, farming, forestry) is small in economic terms but is vital to maintaining and managing the environmental assets of the rural south east, which help top give the region a real advantage in terms of quality of life.  The sector operates in a globally competitive market and is enormous challenges through reform of the Common Agricultural Policy and the move away from subsidy regimes to single farm payments.

Culture and creative industries
23.  The RES sees the cultural sector as an economic catalyst in developing underperforming areas and growth poles in all economic areas of the South East, but particularly Growth Areas, the Coastal Towns and the Diamonds for Investment and Growth.
Tourism and the Visitor Economy

24.  Tourism is a key sector of the South East economy.  After London, the South East is the region that most inbound tourists visit.  The RES sees tourism and the visitor economy as key in particular to the Rural and Coastal South East.

25.  In the Rural South East the priority is to invest in and promote the area’s cultural, heritage and landscape assets, and develop the visitor economy linked to the conservation of a high quality environment.   In the Coastal South East the priority is to raise the quality of the offer to visitors, release the enterprise potential of the creative industries, leisure facilities and the visitor economy and expand the cultural offer.

26.  These three key cross-cutting sectors can be referred to and planned for through the relevant sections of the South East Plan.
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