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Cornwall & the Isles of Scilly: Evidence Base Review
Context

Although Cornwall & the Isles of Scilly has been designated for a new EU Convergence
Programme, the successor to the current Objective One Programme, there has been a
renaissance in many parts of Cornwall over the past 5 years. Strong employment growth has
been accompanied by major new developments such as the iconic Eden Project and the
Combined Universities in Cornwall.

There has also been a change in the external profile and image of Cornwall & the Isles of
Scilly, which has become associated with positive change, and the perception of the area as
a high quality destination, which has helped to change the image of tourism in the area. This
change of image has been helped by the success of low cost airlines offering services to and
from Newquay, making the County much more accessible from other parts of England. It has
also been helped by favourable coverage of many of the Objective One initiatives, such as
actnow, which dramatically increased the take up of broadband by the business community.

The recent economic growth has brought new issues, which need to be addressed if a high
economic growth rate is to be managed in a sustainable manner. The new factors, which now
need to be taken into consideration, include the implications for climate change of economic
growth and the management on household and economic growth in the most sustainable
manner. Recent developments have also brought in to play new aspects for consideration
such as affordable housing.

The economic projections for Cornwall and the Isles of Scilly highlight the potential to
transform the economy, and there is evidence that the net out flow of younger people has
been reversed. There are however considerable changes in strengthening the business base
to provide the quality employment that characterise a sustainable and prosperous economy.

The key stakeholders now face a challenge in taking advantage of the momentum of the past
five years, managing some new issues arising from success, continuing to address the
underlying structural weaknesses, and reducing the effects on climate change arising from
further economic growth.

GVA growth has been strong in Cornwall and the Isles of Scilly, outperforming both the
regional and national trends. However, there are significant differences in sector contributions
with national trends and it is unlikely that the Cornwall and the Isles of Scilly can rely on all of
the recent high contributors to GVA growth to drive future growth. There is a need to increase
the competitiveness of businesses, raise skills levels, and ensure that there is the economic
infrastructure for a modern, sustainable economy.

Purpose

The purpose of this report is two fold. First, it serves to underpin the review of the Strategy
and Action, which outlines the key economic development priorities, agreed by the Cornwall &
the Isles of Scilly Economic Forum. This covers a broad range of interventions from business
development to social inclusion. A major consultation exercise took place in February and
March 2006 ensuring that all key stakeholders are involved.

Second, it also provides the initial evidence base for the new Convergence Programme. As
with the current Objective One Programme, the new programme will be developed from a
comprehensive analysis of the evidence, accompanied by a review of policy at EU, National,
regional and sub-regional level. Along with lessons learnt from the current programme, this
will lead to an updated Strategy and Action plan, using the new EU Programme guidance. Not
surprisingly, there will be a close alignment between the Regional Economic Strategy,
Cornwall & the Isles of Scilly Strategy and Action and the new Convergence Programme.

In terms of content, this report does not provide an in-depth, highly detailed analysis of every
aspect of social, economic and environmental statistics and trends for Cornwall and the Isles
of Scilly. Such an approach would produce a volume of statistics and reports. Rather, it seeks
to identify key trends and issues, which need to be addressed in order to take advantage of
opportunities, remove constraints and build a platform for sustainable economic growth.

Behind this report sits a wealth of research and analysis, much of it carried out by Cornwall
County Council and other local stakeholders. These reports are available to take forward the
work of developing the detail of both the Strategy and Action and the Convergence
Programme.

This additional analysis includes an assessment of business sectors and sub sectors, their
contribution to GVA, recent growth, and locations and hot spots. In learning, skills and social
exclusion there is a further level of analysis that again focuses on client and target groups,
key issues and also location in terms of residence. With regard to infrastructure, there are
detailed reports on key assets such as the airport and the Combined Universities in Cornwall
as well as a major baseline report on towns and settlements. These reports have acted as the
baseline for this document, and more importantly are available to help take forward the
actions and initiatives needed to address key issues.

Particular thanks are due to Kathryn Meredith of LINC, Robin Miller and Malcolm Brown of
Cornwall County Council and EKOS consulting. Other stakeholders and partners of the
Cornwall and Isles of Scilly Economic Forum also made significant contributions.

There is new a need to further refine the analysis to help with the investment decisions
needed for the new Convergence Programme. Investing further resources in research,
foresight and intelligence will contribute to more effective investment decisions.



Policy Context

Both Strategy and Action and the new Convergence Programme will be aligned with a range
of EU, National and sub regional strategies, as well as the strategies of many of the key
delivery agencies. These will be compatible with the strategic planning framework developed
by the County Council, which takes account of the Regional Spatial Strategy.

There are two strategies that are of particular importance in developing the Convergence
Programme. These are:

The Lisbon Agenda, which sets out the objective for Europe becoming an integrated,
competitive, dynamic knowledge-based economy that is amongst the best in the world. It also
incorporates a major commitment to social inclusion and the environment at the core of
economic growth and jobs generation. This places emphasis on environmental policies as
providers of opportunities for innovation and creating new markets.

The focus on raising competitiveness levels and developing a knowledge based economy, is
a direct response to the need to close the gap with the USA and Japan, and the emerging
competition from China and India. Ithough set at the pan European level, the Lisbon Agenda
encapsulates the key challenges and priorities relevant to Cornwall & the Isles of Scilly.

The second key document is the Regional Economic Strategy (RES), which has recently
been revised by the South West RDA on behalf of the region. The revised RES identifies a
number of priorities of direct relevance to Cornwall & the Isles of Scilly. More importantly, the
RES will only meet a number of its key objectives if Cornwall & the Isles of Scilly makes a full
contribution to increased competitiveness and reduced social exclusion. There is therefore a
strong and compelling rationale for the South West RDA to invest in the area.

Cornwall and the Isles of Scilly has an important role to play in the success of the Regional
Economic Strategy. It has a number of strengths in some of the key sectors prioritised by the
revised RES. These include food and drink and tourism; in the latter case, Cornwall & the
Isles of Scilly has strengthened its position as a leading UK tourist destination at the same
time as increasing the quality of the tourism product. Other sectors where the area can make
a major contribution include environmental technologies and creative industries. In both of
these areas, Cornwall & the Isles of Scilly has some competitive advantages over other sub
regions, and with support, can increase the contribution which these sectors make to regional
GVA.

Structure

Following an introductory overview section, this report is structured into three broad sections.
Within each section is a range of topics, although as previously noted, there is a much greater
level of detail in the background and supporting documents which underpin this report. The
overview and three sections are:
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Competitiveness focuses on the performance of the business base in Cornwall & the Isles of
Scilly, following on from GVA and earnings data summaries in the overview section. It
includes the business start up and business density rates in the County; employment
performance at the aggregate and sector level; and the sectors which are most important,
and those which have been growing. It highlights both recent successes and continuing
challenges to improve competitiveness.

People focuses on the social capital of Cornwall & the Isles of Scilly. It looks at economic
activity, unemployment and worklessness, learning, skills and education issues. It identifies
some key issues that need to be addressed to move towards a fully inclusive society.

Place focuses on the social, business and economic infrastructure that underpin both the
quality of life and the economy. This includes population growth and housing; key economic
infrastructure such as the Airport and CUC; and the towns and settlements. This review
highlights some important challenges that could have an impact on economic growth unless
addressed.

Although presented in discrete sections there is substantial overlap between topics. The
levels of skills and qualification covered under people, is directly relevant to businesses and
competitiveness. Similarly, many of the important employment locations are the various towns
covered under Place. In the medium term these linkages are of even greater importance.
Improved connectivity is important to both traditional sectors such as tourism, and the new
knowledge based sectors. Housing, often regarded as a separate issue, could potentially be a
major constraint to economic growth, and new housing has implications for transport
infrastructure and local services. It is important therefore to look at the totality of the evidence
base, not just particular sections.



GVA Growth 1995-2003

Overview and Prospects

Current Situation 170

160 -
In 2005, the population of Cornwall & the Isles of Scilly stood at 519, 400 - approximately 150 - ///:;:
10.2% of the total South West population®. The population of Cornwall & the Isles of Scilly 140
has risen significantly over the last 25 years rising by 21.8% since 1981 compared to 15.6% 130 / —e— UK
for the SW and 6.7% nationally. Between 2001 and 2004 alone, the population of Cornwall & 120 / South West
the Isles of Scilly rose by 2.7% (+14,033). The main growth has been focused in North —a— Cornwall & oS
Cornwall and Restormel. Kerrier and Restormel are the largest districts in Cornwall. 110 1 /
Population growth on the Isles of Scilly has been understandably slower. 100 -

90 -
In 2003, the total Gross Value Added (GVA) for Cornwall & the Isles of Scilly was £5,322 80 ‘ ‘ ‘
million2. This represented approximately 7% of the total South West GVA. The Cornish 1995 1997 1999 2000 2001 2002 2003
economy has expanded at a much faster rate since 2000, with growth easily outstripping the
regional and national economy. This growth can largely be attributed to GVA increases for the Source: Regional Accounts, ONS.
retail, real estate and other business services and the manufacturing sectors between 1999
and 2004. Headline GVA by NUTS3 area at current basic prices 1995-2003 (£ million
, , , , 1995 1997 | 1999 2000 2001 2002 2003

The latest data prOVIded by Eurostat appears to confirm the very hlgh level of grOWth since UK 639,1 15 720,028 799,387 841 ,505 883,412 930,796 981 ’732
2000. The GDP per capita figures produced at the European level indicate that Cornwall & S West | 47.654 54522 | 60.795 63.713 67335 71.095 75.086
the Isles of Scilly has experienced a marked improvement relative to the EU average — from C&l10S 3:227 3:625 4:009 4:293 4;6 46 4:985 5:322

68.6 to 75.8 (2000-2003)3. The data also suggest that the growth in Cornwall & the Isles of
Scilly has been exceptional relative to other regions of similar standing i.e. it is more
significant than the general trend.

Source: ONS (2005) Local Gross Value Added - First Release 21 December 2005

GDP/Capita In Selected Areas EU =100

Policy Pointers 100
The growth in GVA in Cornwall and the Isles of Scilly has been impressive in recent years. 90
Indeed, the sub-region exhibits GVA growth once the increase in population has been taken 80
into account, albeit at a lower rate. This does not diminish the need to continue to focus on 70
productivity increases, in addition to improving the employment and economic activity rates in 60 1 o 2001
future years. 50 -+ 2003
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The most marked increase in GVA per head has been in Carrick and Kerrier, with Carrick
being the only Cornish district above 80% of the national average*. In spite of a marked
increase in Caradon it remains the lowest of the districts. The GVA per head figures for
Caradon, Penwith and Kerrier are exceptionally low with all below 65% of the national
average.

The three sectors that have contributed most to the overall growth in Gross Value Added are
real estate and other business services; retail, wholesale and repair; and manufacturing.
These three sectors account for almost 50% of growth in value added (1999-2004).

However, less positively, sectors such as retail and wholesale tend to have a low GVA per
worker (i.e. low productivity). It is likely that the contribution education makes to GVA has and
will continue to increase as the full benefits of CUC are incorporated into the figures for 2005
and 2006 and beyond.

Medium and Long Term Forecasts

This continues a long term trend, evident for over 30 years. The period 2002-2010 is
predicted to be a period of economic growth in the UK. This will particularly be the case in
Cornwall & the Isles of Scilly, which is forecast to see an average annual real GVA growth of
3.9%. In comparison, the South West is forecast to experience a 2.8% growth rate5.

GVA per Head as Percentage of the National Average
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Source: The Cornwall Economy 1994-2004, © 2006 Owen Nankivell
Growth in Gross Value Added, by Sector

Policy Pointers

The growth in GVA has been largely driven by the growth in sectors, such as retail, real
estate and other business services. GVA per head remains very low in most of the Cornish
Districts, partly as a consequence of under representation in higher value added sectors.
Given the predicted GVA growth rates across Cornwall and the Isles of Scilly, it is important
that policies are targeted in areas across the area that can generate sustainable future
increases in GVA per capita.

The ongoing population growth may present a number of challenges however the increases
in local expenditure and the pool of labour will create many new opportunities for local
businesses.
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Chapter 1: COMPETITIVENESS

Output

The real estate and business service and retail and wholesale sectors and are the biggest
contributors to the Cornish economy, each accounting for almost a fifth of total output.
Services as a whole, excluding the public sector, now make up almost 60% of output, higher
than the national average. Cornwall & the Isles of Scilly has, however, a disproportionate
share of its output from lower value service sectors.

The combined output of the wholesale/retail and hotels/catering sectors reflects the
importance of tourism to the local economy and the growing population. Output growth from
the hotels/catering sector has lagged the national trend over the past decade, reinforcing the
challenge of upskilling the workforce and making better use of other inputs in order to secure
higher productivity and growth rates. Elsewhere in the service sector e.g. finance, output
growth has outstripped growth nationally, although the overall contribution to total output still
lags considerably behind.

Agriculture now accounts for 3% of output in Cornwall and Scilly overall®. However this does
not take into the account the influence of the sector on the county’s wider economy, for
example food and drink manufacturing. Some areas of Cornwall are heavily dependent on
agriculture and the sector’s activities concerning the management of the countryside
contribute to the areas such as tourism. Agriculture’s share of output fell between 1994 and
2004, exceeding the reduction nationally, however this masks a recovery in the sector
apparent since 2000 and accelerating into 2004.

The public sector has grown in importance over the past decade, although it accounts for a
smaller share of output than in the national economy. As the additional funding for health and
education in particular starts to plateau in the medium term, then future increases in output
will become more and more dependent on improvements in productivity in the public sector.

Sectoral Share of Output

Policy Pointers

Output has increased in many sectors over the past decade, and in some cases at rates above
the national average. However, increases in the use of labour, evidenced from the employment
numbers, account for some of this increase, rather than the improvement being entirely
generated by productivity improvements.

There is a high proportion of output in lower value added sectors and significant structural
change is required to increase the contribution to national GDP. As the economy continues to
expand, making better use of capital, the workforce and other inputs will be essential to
boosting output and increasing GVA per head.
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Recent GVA growth

A paper published in support of the post 2006 preparation entitled “Changes in Cornwall & the
Isles of Scilly’s economy: GVA, earnings and income”7, attempts to pinpoint the areas of
growth between 1999 and 2004.

The graph below shows the contributions each sector has made to the growth in the economy
over the period 1999-2004. Added together, the sectors therefore make 100% of the growth.

This allows for analysis of sector growth in terms of the relative size of each sector. The local
contributions to growth are also compared to the national contributions to growth.
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The graph above shows that:

=  Added together, the fastest growing three sectors (real estate and other business
services; retail, wholesale and repair; and manufacturing) account for almost 50%
of the growth in Cornwall and the Isles of Scilly’'s economy over the period.

= Real estate and other business services has also been the most significant
contributor to national growth. However, it has been a much greater driver behind
the national growth than local growth (30.1% compared to 21.9% locally).

= The three areas of most difference between local and national growth are
highlighted in the graph and table 2 below:

Sectors of most difference in contribution to GVA growth
Contribution to growth:

Cornwall & 10S UK
Financial services 1.6% 15.4%
Manufacturing 10.9% -1.7%
Real estate & other business services 21.9% 30.1%

Source: Regional Accounts, ONS © Crown Copyright; LocalGVA model © Nankivell 2006

The sector analysis uses Gross Value Added measured by output. In addition, Gross Value
Added is also measured by income. GVA measured by income can be divided up into three
main types of income to the economy:

= Compensation of employees income (employee income, e.g. salaries)
= Mixed income (mainly self employment income)
= Operating surplus and rent income (e.g. income from profits and rental activity)

The graph (below) compares the proportions of GVA income type by area.

GWA by income
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Source: Reglonal Accounts, ONS @ Crown Copyright LocalGVA model @ Nankivell 2006

When measured by income, the most significant contributor to GVA growth is compensation
of employeess (i.e. salaries, wages and social contributions) at 57.7% (compared to 65.6%
nationally). However, this element of income still contributes less to the local economy
(53.8%) than in the South West (61.3%) and UK (62.8) — as shown in the graph above. This
reflects the much higher proportion of the economy’s income coming from mixed income
(mainly income from self employment), which amounts to 24.5% of GVA locally compared to
7.5% in the SW and 6.3% in the UK.



GVA and Employment

The transition to a service driven, knowledge based economy is anticipated to accelerate over
the next 20 years in Cornwall & the Isles of Scilly. Using the base case scenario of 2.8% per
annum growth in GVA for the region, the total number of jobs is forecast to grow by more than
35,000; reaching approximately 250,000 in 2026. Overall jobs growth is forecast to exceed
the regional rate.

Outside the service sector, only construction and printing & publishing are anticipated to have
more jobs in 2026 than in 2006 (see top graph right). Agriculture and the rest of the primary
sector are all forecast to continue to rationalise, as will much of the manufacturing and
engineering sectors. As significant job losses have already been experienced in these areas,
the combined reduction in employment will be modest in the context of the economy as a
whole.

Retail/distribution, business services and education/health are expected to be key drivers of
jobs growth, a proportion of which will be derived from the growing and ageing population.
The additional jobs in business services alone will be equivalent to the totality of those lost in
primary and secondary industries. By 2026, service industries will account for 4 in 5 jobs,
including the public sector.

The more optimistic GVA growth scenario (3.2% per annum) delivers employment growth of
almost 21% between 2006 and 2026, or an extra 10,000 jobs over and above the base case
scenario. Under the higher growth scenario, the contraction in primary and industrial
employment is not quite as significant whilst the expansion of the service sectors is even
more substantial.

Forecast Change in Employment - Base Case: Primary and Industry
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Forecast Change in Employment - Base Case: Services

Policy Pointers

The predicted overall growth in employment and output provides a positive context for the
continued regeneration of Cornwall & the Isles of Scilly. The potential decline in manufacturing
jobs (many of which are better paid) could be offset by the growth in services, although many
of the new jobs will be low paid/low value added. Even if a positive balance of higher value
added service jobs is secured, progress is likely to be slow. This means that higher growth
rates are required, with a greater proportion of higher valued added activity, in order to deliver
the desired transformation of the economy. This has implications for both the types of new
investment which needs to be secured and having the appropriate infrastructure in terms of
thriving towns and high quality business space relevant to certain types of investors.
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Business Stock

VAT statistics can be used as an estimate of business counts. All business that have a
turnover of more than £61,000 (for the latest 2006 data) are captured and some register
voluntarily. However, the VAT counts should be used as a guide only as they do not capture
all businesses and are not representative of the scale of business activity, e.g. they do not
distinguish between large and small firms.

At the start of 2006, there were 18,745 VAT registered businesses in Cornwall & the Isles of
Scilly®. Between 1999 and 2006 there has been an overall increase in business stock of
955 (+5.4%). This growth rate is less than those recorded at both the South West (+8.3%)
and UK (+8.8%) levels. The volume of new registrations has been increasing, reflecting a
stronger national and regional economy, the number of de-registrations has also increased.
High levels of registrations and de-registrations are indicative of a dynamic and competitive
economic climate.

With the exception of agriculture, manufacturing, retail and financial intermediation, the other
sectors have seen an increase in total numbers of VAT registered businesses between 1999
and 2004. Whilst agriculture is still a dominant sector with 20.7% of the total business stock, it
has lost 415 businesses over the last five-year period. This is a reflection of the re-structuring
that both agriculture and fishing have experienced over the last decade. It should be noted
however that this measure does not reflect the increase in the size of businesses, which has
been a feature of the agricultural businesses.

In numerical terms, three sectors dominate the business base in Cornwall — agriculture
(3,900), retail (3,900 businesses) and real estate and business services (2,600). In this last
case, while the numbers are considerable, as a proportion of the business base the group
constitutes less than half the corresponding national figure. This under representation is
also reflected in the employment figures and is one of the key structural weaknesses in the
economy.

The percentage stock of VAT registered businesses in the hotels and catering sector in
Cornwall & the Isles of Scilly (11.4%) is higher than those found at the South West (8%) and
UK (7.1%) levels. In contrast, the stock of businesses in the higher paid sectors, such as
manufacturing and high growth/high paid sectors such as finance (0.2%) is lower than the
South West and UK averages.

VAT registered businesses represent the most significant part of the business base (in
turnover and employment terms), but Cornwall also has a large number of smaller enterprises
and people who are self employed (approximately 18% of the working age population). These
businesses are particularly important in certain sectors, including some potential growth
sectors such as creative industries.

VAT registered businesses - Cornwall & the Isles of Scilly (1999- 2006)

Year

1999
2000
2001
2002
2003
2004
2005
2006

De-

Net

registrations Registrations Change Stock

1,275 1,375 +95 17,790
1,290 1,420 +130 17,885
1,195 1,350 +155 18,015
1,275 1,485 +210 18,170
1,415 1,630 +215 18,375
1,425 1,490 +65 18,590
1,300 1,385 +90 18,655

- - - 18,745

Source: Small Business Service

Classification of VAT Registered Businesses, 2004
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Business Start Ups

In 2003, there were approximate|y 41 business registrations per ']07000 Working age peop|e Business Survival Rates — After One Year Business Survival Rates — After Three Years
in Cornwall & the Isles of Scilly. This was higher than start-up rates recorded at the South

West (38 per 10,000) and England and Wales level (30). Indeed, Cornwall & the Isles of Scilly
had the eighth highest start-up rate of all local authorities across England and Wales 0. Number of business start-ups per 10,000 peaple

aged 16-59 (2003)

The sectors experiencing the highest percentage of start-ups in were real estate (22.3%),
retail (22.3%), hotels and restaurants (19.2%) and construction (16.4%). Whilst these trends
are similar across the UK as a whole, the proportion of new starts in real estate, renting and
business services sector (36.2%) at a national level is much higher than in Cornwall.

45
40
351

30+
The high start up rates in retail and hotels and catering reflects the strong tourism economy, % |

and is evidence of increasing levels of personal expenditure. While a healthy churn of new 20
business is important in any sector, it does help to perpetuate the preponderance of lower 15
value added sectors in the business base. In terms of the number of businesses relative to its 101
population size, Cornwall and the Isles of Scilly compares well both to the South West region 5
and nationally. Along with the business start up data this suggests that Cornwall & the Isles of 0 ;
Scilly is not short of entrepreneurs or an entrepreneurial culture, rather it is the type of England and Wales South West Comwall
businesses, the continued dominance of lower paid sectors and low levels of innovation and
productivity which contributes to the area’s poor relative economic performance.

Cornwall also has very good survival rates, and these have been improving for some time.
Over 70% of businesses are still trading three years after being set up. = =

Policy Pointers E / = 0
Cornwall & the Isles of Scilly has both a reasonable number of businesses and =%

a relatively healthy start up rate. The major issue is the structure of the =

business base. There is a need to increase business start up rates of |
particular types of business, notably those in higher value added sectors. This <08 |
suggests that while the volume of new starts should continue to be ®
encouraged, there is a need for an additional focus on securing new starts <8
from both higher value added service sectors and knowledge based business P
and from other sectors where it can be demonstrated that the new starts have =%
the potential for high levels of growth and productivity. S

S
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>
=
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Business Size

The structure of the business base outlined earlier is reflected in the size profile of
businesses. In the UK, the vast majority of businesses have relatively few employees and a
small turnover. These characteristics are reinforced when non-VAT generated businesses are
included, many of which are one-person businesses with no employees.

There are 17,357 businesses in Cornwall employing up to 10 employees. This represents
approximately 84.4% of the total employer stock. This is slightly higher than the regional and
national averages. At the other end of the scale, there is a lower percentage of medium (50-
199 employees) and large workplaces (200+ employees) in Cornwall in comparison to the
South West and national levels .

In the 11-49 category there is a significant pool of manufacturing companies, 187 in total, as
well as over 100 transport and communication companies. This is in addition to over 1,000 in
distribution, hotels and catering (although a large number of these will be involved in retail).

The key structural weakness is in the number of medium sized companies (50-199
employees) where Cornwall & the Isles of Scilly would have an additional 200 companies if it
had a similar profile to the national business base.

In the 50-199 employees category there are a potential 240 companies out of a total of 439,
where productivity could be increased (based on sector). This estimate takes account of
public sector employment units. As noted above, there is a much larger pool of smaller
companies, although the target group in terms of potential growth is likely to be less than 800
businesses. Nevertheless, there is the potential for further employment growth within the
existing business base.

Policy Pointers

Cornwall & the Isles of Scilly has, not surprisingly, a business base where very small
businesses dominate. There are a relatively low number of businesses in the medium sized
category, although more positively there are a significant number of companies with the
potential to grow.

Supporting the growth prospects of small businesses will always be an important element in
strengthening the Cornish business base. There is likely to be considerable potential within
established smaller business with 25/30 to 60/70 employees, particularly those in high value
added sectors. Experience shows these companies can make significant contribution to overall
growth.
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Business Size By Employees (2004
1-10 % 11-49 % 50-199 % 200 + %
employees employees employees employees

Great Britain 1,862,882 83.3 | 287,487 12.9 | 69,399 3.1 15,580 0.7

South West 171,476 83.9 | 26,105 128 | 5,693 28 | 1,178 0.6

Cornwall 17,357 844 | 2,688 121 ] 439 21 |80 04

Source: Annual Business Inquiry Workplace Analysis 2004

Businesses by Sector — Cornwall 2004
Industry 11-49 Employees 50-199 Employees
\[o} % \[o} %

Agriculture/Fishing 8 0.3 1 0.2
Energy/Water 20 0.7 16 3.6
Manufacturing 187 7.0 57 13.0
Construction 88 3.3 9 2.1
Distribution/Hotels/Restrnt 1,026 38.2 106 241
Transport/Comms 115 4.3 30 6.8
Banking/Finance/Insurance 283 10.5 38 8.7
Public Admin/Education/Health | 827 30.8 162 36.9
Other Services 134 5.0 20 4.6
Total 2,688 100.0 439 100.0

Source: Annual Business Inquiry Workplace Analysis, NOMIS, 2004



Employment Structure

There were a total of 178,534 workers identified in Cornwall & the Isles of Scilly in 2004, a
growth of 23,770 employees since 1998. At 15% growth over 6 years, this is higher than the
increases at the South West (+11%) and national levels (+6%). The main growth sectors
were:

Real estate/business services +8,169
Retail +5,464

Over the same period there were some job losses in the construction and manufacturing
sectors. In the latter case, given the long-term trend in manufacturing, the employment
performance was strong. The most dramatic job losses in relative terms were experienced in
the primary sectors — agriculture, fishing and mining and quarrying. The recent job losses in
the china clay industry are indicative of the continuing vulnerability of some sectors.

Education +6,693
Hotels and catering +4,073

While the employment increase out-performed the national and regional economies, only
limited progress was made in re-structuring the Cornish economy. Retail and hotels and
catering continue to account for a very high proportion of employment and the public sector
remains a very important employer. Although the growth in education is a very positive
development, Cornwall & the Isles of Scilly remain under represented in value added service
sectors.

The workforce is characterised as having a high proportion of part-time workers -
approximately 15% of the male workforce is employed on a part time basis and 53.8% of
females. The level of part time employment is exceptionally high. Of the total workforce,
approximately 54.5% are female. This is significantly higher than the levels recorded at the
South West and national levels.

Employment Structure
Industry 1998 2004 | % %UK

Wholesale and retail trade 32,251 37,715 211 17.8
Health and social work 25,719 23,827 13.3 11.8

Hotels and restaurants 16,842 20,915 1.7 6.8
Manufacturing 20,219 19,554 11.0 11.9

Education 12,652 19,345 10.8 9.1

Real estate, renting etc 10,241 18,410 10.3 15.9

Public administration 8,084 9,301 5.2 5.5

Other community etc 7,351 9,268 52 5.1

Transport, storage and comms. 5,748 7,550 4.2 5.9
Construction 9,122 7,018 3.9 4.5

Financial intermediation 2,668 2,903 1.6 41

Mining and quarrying 2,219 1,486 0.8 0.2

Electricity, gas and water supply 673 644 04 04
Agriculture, forestry and fishing 1,002 599 0.3 0.9
TOTAL | 154,764 | 178,534 100 100

Source: Annual Business Inquiry Employee Analysis (2004) ONS Crown Copyright (NOMIS)

Full & Part-time Employment, Autumn 2004 (% & '000s
Females over 16

Males over 16

FT Pt Employment FT PT | Employment
% % (000s) % % (000s)
UK | 905 9.5 14,689 | 573 | 427 12,311
SW| 881 ] 119 1,248 | 512 | 488 1,060
C&loS | 85.0] 15.0 130 | 462 | 538 107

Policy Pointers

The recent employment growth in Cornwall & the Isles of Scilly has been exceptional, at two
and a half times the national growth rate. In spite of this strong employment growth, the
economy remains dominated by sectors dependent on the public sector and/or with a
tendency to offer low paid employment. Only limited progress has been made with regard to
increasing employment in sectors with a high growth and higher skilled/pay profiles. There is
a continuing challenge to modernise the economy, while acknowledging that some important
key sectors, such as tourism, face a change in terms of reconciling the need to maintain
competitiveness while increasing value added and wage levels. The re-structuring of some
traditional sectors, including some primary production and manufacturing sectors will continue
to present a challenge for key stakeholders. In addition, part-time employment remains
prevalent within the Cornwall and the Isles of Scilly economy, and while this may reflect
labour market demand, it is important that good quality full-time work in higher paid sectors is
made available as an alternative to those seeking such employment.
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Source: Labour Force Survey, In Region in Figures 2004/05, ONS — (SW Regional
Development Agency — Sub-regional Indicators July 2005)



Earnings

In 2005, the median weekly earnings for all full-time workers in Cornwall was £341. This is
significantly lower than the average recorded at both the South West (£401) and the UK
(£431) levels. The median weekly earnings recorded in Cornwall has risen by 14.8% (£44)
between 2001 and 2005. This growth is marginally faster than that recorded at the South
West (13.8%) and in line with the national level (14.7%). The earnings gap between the
County and national figures is greater when part-time earnings are also considered. Median
Gross Weekly Earnings of full-time employees stood at 79% within the County, compared to
75% for all employees. This reflects the higher proportion of part-time employment within the
Cornwall and the Isles of Scilly.

In comparison to other areas in England, Cornwall is among the poorest in terms of wage
levels. Apart from Carrick (£365.2 per week), all of the Cornwall Districts have median weekly
earnings of full-time employees within the bottom 30 local authorities and less than £350 per
week (figures are unavailable for the Isles of Scilly). Penwith (£304.1 per week) is ranked
within the lowest five local authorities within England.

In 2005, the full-time gross weekly earnings of those working within Cornwall was below both
the regional and national figures at the 10th, 50th, 90t percentiles (see table overleaf). For
example, in Cornwall, those within the bottom 10% of full-time earners earned less than £211,
compared to £230 in the South West and £235 across the UK. The number of full-time jobs
within Cornwall in 2005 was 101,000, suggesting that a total of 10,100 individuals working
full-time within Cornwall earned a gross amount of less than £211 per week.

The distribution of full-time wages within Cornwall is not simply lower than that seen
nationally; it is also more heavily skewed towards lower incomes levels. As indicted above, in
2005 the median gross full-time wage stood at 79% of the UK average, which compares to
90% for the 10t percentile (where the 15t percentile represents the 1% lowest salary).
Conversely, at the 90t percentile, the wage rate within Cornwall stood at only 74% of the
national figure. These figures suggest that compared to the UK, there are a higher proportion
of low earners relative to high earners for full-time employees within Cornwall and the Isles of
Scilly.

The wage distribution of Cornwall reflects the industrial structure of the County, where there is
a greater dependence on lower value added sectors, with correspondingly low wages than
that seen nationally. In addition, there is a high proportion of workers in low paying
occupations in Cornwall. This is partly related to the industrial structure, but also the high
level of small businesses that restricts the types of occupations available.
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Gross Weekly Earnings for all Full-Time Employees (Median, Workplace Based)
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The wage gap is made starker when part-time earnings are included in the analysis, with
gross weekly wages for all employees standing at only 75% of the UK figure, compared to
92% for the South West. The prevalence of part-time working is typical of an economy in
which tourism accounts for 25% of the economy, however it is important to acknowledge that
an individuals decision to work part-time may reflect:

1. Alimited supply of appropriate full-time positions, reflecting structural weaknesses
within the economy and a trend towards part-time and shift working within the
service sector; or

2. A conscious decision on the part of the individual to work less, reflecting their
priorities with regard to their ‘work life balance’.

A high proportion of part-time work is attributable to labour market demand and has positive
social impacts, allowing individuals to spend more time with their families, or engage in
extracurricular activities. However, structural weaknesses within the Cornwall and the Isles of
Scilly's economy have resulted in a situation where the local economy lacks sufficient good
quality full-time employment in high paid sectors of employment. These weaknesses must be
addressed to (i) allow those individuals that wish to work full-time to do so, and (ii) to bring the
distribution of full-time wages more in line with the national picture. The provision of high
quality full time jobs will is needed to allow well qualified younger people, particularly
graduates, to come back to or stay in Cornwall, rather than gravitate towards the larger
employment markets elsewhere.

There are a number of elements relevant to changing wage levels and earnings in Cornwall &
the Isles of Scilly. These include the need to increase the proportion of employment in sectors
with higher than average earnings; increase the productivity, profitability and earnings in
companies in Cornwall, and increase the supply good quality full time positions and range of
higher paying occupations.

Policy Pointers

Improving earnings in Cornwall and the Isles of Scilly requires a combination of actions,
including the restructuring of the business based towards more companies capable of
generating higher value added, and improving the competitiveness of existing businesses.
This will impact on policies regarding new starts, higher growth companies, workforce skills,
and business development. Most importantly, it will require a shift to competing on the basis
of quality not price, and this will require higher levels of investment in both human and capital
resources.
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Full-Time Gross Weekly Income (£s), by Percentile, 2005

10th Median 90th
Percentile Percentile
United Kingdom 235.2 431.2 850.6
South West 230.0 401.0 770.0
Cornwall & the Isles of Scilly 211.0 340.9 632.7

Source: ONS (2006) ASHE © Crown Copyright 2006

Full-Time Gross Weekly Income, by Percentile, as a Proportion of the UK figure, 2005
10th Median 90th
Percentile Percentile

South West 97.8%

93.0%

90.5%

Cornwall & the Isles of Scilly 89.7%

79.1%

74.4%

Source: ONS (2006) ASHE © Crown Copyright 2006

The average earnings levels in an area are, as you might expect, very closely aligned to the

occupational levels. The graph below shows a very striking correlation between the

proportion of the workforce in the top three occupations and the average earnings for the
area. Each dot represents a county of unitary. This occupational structure is linked to the

knowledge-based economy (see section later in this chapter).
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Productivity

Productivity (commonly measured as GVA per worker) is one of Cornwall and the Isles of
Scilly’s most significant economic weaknesses: the value each worker is adding to the
economy lags behind the national economy by 24%.'2 The DTl recognises five main drivers
of productivity:

o Investment - in physical capital e.g. machinery, equipment and buildings.
e Innovation - the successful exploitation of new ideas
e  Skills —integrally linked to innovation e.g. higher skills levels allow
workers to generate more new ideas and adapt to changing economic climate
o  Enterprise - Seizing of new business opportunities by both start up and existing
firms
e  Competition — the degree of competition affects market efficiency

Source: DTI (2006) UK Productivity and Competitiveness

The graph (right)
shows the Productivity
productivity levels in (GYA per worker)
Cornwall and the
Isles of Scilly over
time, compared to
the regional and
national levels. In
2003, productivity in
the area was
£29,300 per worker,
compared to
£38,200 and 50,000
£41,400 for the
South West and
Great Britain,

45,000

t Britain
40,000+

35,000

GWA per worker (£)

30,000 4

25,000

1999 2000 2001 2002 2003

Source: Local infeliigence Nebwori Cornwali {2008)

respectively.

Poor productivity levels in Cornwall and the Isles of Scilly are partly explained by the industrial
structure of the area. For analysis on sector productivity see sector overview section later on
in this competitiveness chapter.

Work recently completed by Local Futures highlights the scale of the economic challenge
facing Cornwall & the Isles of Scilly. In the Report “State of the Nation 2006” a productivity
index was produced used a combination of Gross Value Added per head and earnings. This
benchmarked productivity for local authority areas to a national average of 100 and ranked
each local authority area from 1 to 404.
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As the table below highlights, five of the Cornish districts were in the poorest performing
group on this key indicator. All five had a productivity level at below two thirds of the national
average. Notably, the same report also raised issues about the distribution of enterprise in
the UK, using another Index which also places Cornwall & the Isles of Scilly in the lower
performing category, although not to the same extent as the productivity index.

Productivity Index (worst performing 13 district in England)

Rank District Productivity index Region
(out of 404) England = 100
392 Restormel 64.1 South West
293 Pembrokeshire 63.5 Wales
394 Torbay 63.3 South West
395 Bridgnorth 63.2 West Midlands
396 Caradon 62.4 South West
397 South Shropshire 62.4 West Midlands
398 North Cornwall 62.2 South West
399 Kerrier 62.0 South West
400 West Devon 60.3 South West
401 Alnwick 59.4 North East
402 Penwith 58.6 South West
403 Torridge 58.5 South West
404 Be””ic.kr”p"” 57.2 North East
weed

Source: State of the Nation 2006. Local Futures

Policy Pointers

The exceptionally poor productivity in Cornwall and the Isles of Scilly encapsulates the
scale of the change facing stakeholders in improving the relative economic position of the
area.

Across a number of key sectors the range of factor productivity varies according to a
number of factors. This does not necessarily make one sector more valuable than another,
and a balanced economy has representation across all sectors. It is important however
where lower value sectors are strongly represented to both work to broaden the economic
base and at the same time seek to improve productivity levels in lower value sectors.

The low productivity levels highlight the need for Cornwall and the Isles of Scilly to be bold
in pursuing a more knowledge driven and innovative economy that would drive up
productivity and competitiveness.




Knowledge-based economy and innovation

Cornwall and the Isles of Scilly’s economy currently has very low levels of productivity (see
previous section) — 24% below national. This is closely linked to average earnings that
remain persistently low as firms invest in a high proportion of low-skilled, low paid workers.
This in turn reduces competitiveness and productivity as workers are at a low occupational
and skill level so are less likely to innovate and adapt to changes in the economic
environment. All these closely linked factors perpetuate a weakness in Cornwall and the Isles
of Scilly’'s economy that has yet to be addressed. The evidence in this section firstly sets out
the benefit innovation brings to an economy, then demonstrates how Cornwall and the Isles
of Scilly's economy is significantly behind in this critical area.

Quantitative evidence to support the pursuit of a more innovative and knowledge-driven
economy can be drawn from a number of sources. For example, the 2005 UK Innovation
Survey (ONS and DTI) found that from the businesses with a high level of innovation:

= 34% reported a high impact on “Improved quality of goods or services” and a further 39%
reported a medium impact.

= 28% reported a high impact on “Increased value added” and a further 37% reported a
medium impact.

The graph below presents all the responses to the survey question on the effects of
innovation on their business.

Effects of innovation (for UK enterprises that are innovating)
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Similarly, an innovation survey conducted in New Zealand (that has been very proactive in
promoting the knowledge-based economy) in 2003, found that 80% of businesses that had
implemented innovations in the last three years reported an increased range of goods and
services as a result. The majority of businesses also reported increased profitability (79%),
improved efficiency (75%), and new or expanded markets within New Zealand (64%). The
graph below gives details of all the responses to the survey question on the outcomes of
innovation activity.

Outcomes of Innovation Activity
Innovating businesses
Dutcomes
Increased ranga of goads and services | | -
Increased profitability | | =
Improved efficlancy | I
Openad new or expanded markets in MNZ | |
Critical to stay in business | [ .
Replaced products being phased out | [ I
Maeting health and safely and cther standards | ] 2 020222
O penad new markets overseas | i
Reduced environmental impact of the business | [
Reducad energy consumption | EEEEEE——
] 20 40 &0 &0 100
Percant
Yes ® No ® Don't know or nol applicable
Sowrce: Statistics New Zealand [200d) Innovation in New Zealand

Analysis of factors that affect the level to which the economy is knowledge and innovation
driven, demonstrate that Cornwall and the Isles of Scilly is under-performing in all areas from
workforce skills to spend on innovation. Although none of the available measures can alone
fully represent the knowledge-based economy, combined they give an overall picture of
performance. The graph (overleaf) presents Cornwall and the Isles of Scilly’s performance
using a few measures where data is available at a sub-regional level.



The graph below demonstrates Cornwall and the Isles of Scilly’s weakness in as a
knowledge-driven economy and highlights the need for action in this area. In all six measures
presented Cornwall and the Isles of Scilly is significantly under-performing compared to
national. The South West is much closer to the national performance, and SW innovation
performance exceeds national levels.
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The underlying asset in a knowledge-driven society is a knowledge workforce. One
commonly used indicator of a knowledge-workforce is a high proportion of the workforce with
high qualifications, e.g. NVQ4+ or equivalent (degree level). Cornwall and the Isles of Scilly
lags behind the UK by 8% using this measure (22% are qualified to NVQ4+ or equivalent,
compared to 30% nationally).*® Another measure of knowledge-workers identified by the
Work Foundation'# is the proportion of the workforce in the top three occupational levels
(managers and senior officials; professional occupations; and associate professionals and
technical occupations). Again, Cornwall and the Isles of Scilly is significantly behind the
national level at 32%, compared to 41% for the UK. The graph presented under the earnings
section (earlier in this chapter) shows the very strong correlation between the proportion of
the workforce in the top three occupations and average earnings.

The Lisbon Strategy identifies innovation as one of the key drivers for growing the knowledge
economy. Innovation relates to the ability to identify and introduce new products and
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processes, which, in turn, will help to improve economic performance. R&D spend and
patents registered can give an idea of the level of innovation activity taking place in an area.
Although there are additional useful measures of innovation, data below a sub-regional level
is not available.

Cornwall and the Isles of Scilly currently has very low levels of investment in research and
development. Although innovation in businesses is much wider than just investment in R&D,
it provides a benchmark against other areas. As the graph (left) shows, expenditure on
research and development per local firms is 23.9% of the UK level, whereas the South West
is 105.9%. In addition, the level of European patents registered by Cornwall and Isles of
Scilly firms (per million labour force) is also well below regional and UK levels. In 2002 there
were 29 European Union patent applications in Cornwall & the Isles of Scilly. This was down
on the 35 patents recorded in 2001. The 29 patents equates to 57.3 patents per million
inhabitants. This was significantly less than the number of patents per million inhabitants
recorded at the South West (150.8) and at the national (128.7) levels. Similarly, it can be
calculated that there were 122.9 patents per million workforce in Cornwall. Again this is less
than the levels recorded across the South West (300.9) and the UK (257.6).

This further strengthens the need to focus efforts on this area of this work to ensure the local
economy does not lag behind. Furthermore, if performance in this area is reversed, Cornwall
has the opportunity to compete internationally and become the first successful rural
knowledge economy in the country.

Policy Pointers

Given the absence until recently of an expanding Higher Education sector, and some of the
other critical factors that support knowledge-transfer and innovation such as strong networks,
the increase in R&D is an important development. While Cornwall & the Isles of Scilly is
unlikely to reach the same levels of innovation of the major urban economies, there is the
potential of recent developments around CUC and the Peninsula Medical School to increase
both R&D employment and innovative activity.

To strengthen the knowledge-based economy and increase levels of innovation to a
competitive level in Cornwall and the Isles of Scilly will be a challenge given the current
weaknesses of low high level skills in the workforce, high level occupations and investment in
research and development.

The need for business to innovate and utilise knowledge better, without necessarily
employing dedicated research staff or file patents, is to be an important element of improving
productivity, and this will require further investment in capital and human resources. There
are a reasonable number of companies of a size to consider innovation and research as an
important strand of company development, although some companies do not see the short-
term benefits of R&D and may need some support to initiate R&D work.




Technology and Knowledge Intensive Industries

The OECD (2003) has developed and refined an attempted definition of ‘technology and
knowledge —intensive industries’. This includes ‘high technology industries based essentially
on R&D intensity’ and ‘knowledge intensive service industries’'5. It is now clear that the EU
economies can no longer compete on the basis of low costs, and that the use of knowledge is
the key to future competitiveness.

The table and chart opposite show that employment in the knowledge intensive industries
sector in Cornwall & the Isles of Scilly is still relatively weak, despite strong growth between
1998 and 2003. The most notable success story is in Carrick where 21.9% of all employees
are in the knowledge intensive sector, over 10,000 employees in total. This reflects a large
public sector and the growth of the education sector. Nevertheless there is a substantial
critical mass required to drive forward a competitive knowledge-based economy.

Penwith also has a high proportion of employees in the knowledge intensive sector, although
the numbers involved are more modest. The other districts fall some way short of the 20.6%
knowledge intensive sector average seen at the South West level. The majority of the districts
have seen knowledge-intensive employment growth rates between 1998 and 2003 higher
than those experienced nationally, apart from Restormel and Caradon, which have seen
recent knowledge intensive sector employment losses. The rollout, and encouraged take-up,
of broadband is likely to have impacted upon the growth of the sector across the area.

Policy Pointers

The low proportion of employment in knowledge intensive sectors is a continuing weakness
of the economy, although many of these sectors favour larger, urban economies. Growth has
been evident in a number of districts, a very positive development, although in some cases
this has been driven by public sector employment.

New developments such as the increased provision of ICT and the development of the CUC,
and the critical mass in Carrick, will create new opportunities to accelerate the growth of
knowledge intensive sectors. There may be further opportunities to accelerate the growth in
Carrick and to seek more significant new/inward investment. This will be crucial in addressing
the underlying problems of a low wage economy.

Although knowledge intensive sectors - defined as a discrete set of sub-sectors — are
important, a more fundamental challenge is the incorporation of knowledge into every aspect
of business and enterprise activity. This is linked to the broader aim of developing a
knowledge society, relevant to business, the workforce and residents.

Employment in the Technology and Knowledge Intensive Industries
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Technology and Knowledge Intensive Industries Employment

1998 % of total = 2003 % of total | % change

Carrick 7,889 215 10,007 21.9 +26.8
Restormel 3,667 11.7 3,581 10.0 2.3
Penwith 2,605 15.2 3,120 15.4 +19.8

North Cornwall 2,465 8.9 3,085 10.1 +25.2
Kerrier 2,638 104 3,077 10.3 +16.6
Caradon 1,797 8.7 1,434 6.6 -20.2

Isles of Scilly 15 1.7 84 8.9 +460
South West 390,560 20 443,438 20.6 +13.5
UK | 5,059,871 208 | 5,586,110 21.7 +10.4
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ICT

The ICT “sector” currently accounts for about 1% of the jobs in Cornwall, however many more
businesses and organisations rely on access to a high quality ICT infrastructure in order to
remain competitive. ICT usage is often linked to efficiency savings, improved business
systems and processes, e-commerce and design and innovation. In addition, ICT underpins
the Technology and Knowledge Intensive Industries, both as an enabler to other Knowledge
Intensive sectors, and as a key sector in its own right.

Cornwall and the Isles of Scilly has succeeded in leading the way in broadband availability.
Of the 100 exchanges in Cornwall, all have now been upgraded for ADSL broadband and
there is 99% coverage across the area.

Broadband technology is evolving quickly and beginning to deliver significant economic
benefits for the area. Penetration in Cornwall is now 18 connections per 100 population, and
home working has increased massively over the past decade.

actnow

The actnow project has been at the forefront of encouraging businesses in Cornwall & the
Isles of Scilly to connect to broadband and incorporate ICTs into their everyday business
activities. In terms of outputs the project has influenced the overall high penetration level of
adsl broadband of 37.1 % per 100 phone lines. In comparison, adsl broadband penetration
rates across the UK (30.5 %) and the South West (33.1 %) are low.

To date actnow has connected 8,330 SMEs and the overall level of SME penetration in
Cornwall & the Isles of Scilly is now 47%.The actnow project has assisted 1,700 SMEs invest
£5M in developing ICT systems. 6.

In 2004, the South West had the highest level of start-ups that used technology of all English
regions (29.9% of all start-up activity). Cornwall & the Isles of Scilly was the highest ranking
sub-region in the region, with 37% of all start-ups using new technology, which highlights the
impact of actnow and other interventions on encouraging broadband and other ICT uptake.

Itis not clear to what extent the early advantage secured by actnow is being maintained.
Other regions and commercial companies are vigorously promoting take up and provision is
now widespread. An emerging challenge is encouraging business to make the maximum use
of broadband to improve their competitiveness.
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Future Developments in ICT

The technology surrounding broadband advances quickly, and over the next one to two years
the next generation of broadband to deliver higher speeds over telephone lines (ADSL2+ and
VDSL) will be rolled out. This will present challenges to rural areas, and may worsen the rural
/ urban digital divide as:

e The highest speeds are heavily dependent on proximity to the local exchange, with
the full benefits only being typically available within approximately a 2km radius of
the exchange. Within Cornwall, 51% of phone lines lie beyond this point with the
result that a significant number of Cornish businesses and individuals will be
excluded form the benefits of these new technologies; and

e There is no guarantee that the upgrade work required on the exchanges will be
deemed economically viable in many rural area, leading to further exclusion. For
example, the largest 25% of exchanges cover 67% of telephone lines.

A scenario where only the largest 25% of exchanges were upgraded, in conjunction with the
2km limit, would exclude two thirds of Cornish businesses and individuals from the new
technologies. Furthermore, a VDSL rollout will require a fibre to the cabinet’ solution involving
significant infrastructure spend, and left to the market a rural economy like Cornwall would
certainly lag major urban rollouts. Longer term, the only true future proofing solution to the

actnow Outputs
Output ~ Achieved so far

Total number SMEs connected 8,528 (2)
Total number SME connections 9,578
Overall SME penetration in Cornwall (1) 47%
Total number domestic connections 96,000

Source: actnow 2006

1. Based on 18000 businesses supplied by Business Link, figure currently being refined
2. Excludes all SMEs not registered with actnow. Analysis shows this to account for approx 500 that are
traceable and to be encouraged to claim.

actnow Survey responses
Answers in response to the question ‘Has being connected to
broadband or support from actnow improved your company in the
following areas?’

% of those
responding
saying ‘Yes'’

Average %
improvement by
those saying ‘Yes’

divide may come from ‘fibre to the premises’ solutions offering significantly higher speeds Efficiency 96%

unaffected by the distances involved. Investment in IT 67% 39%
Skills in IT 70% 24%

Policy Pointers Profitability 73% 38%

The investment in broadband technology has been a significant boost to Comwall and the Turnover 65% 25%

Isles of Scilly, given its peripheral location. It is important that Cornish businesses are able to
access the latest broadband and related technologies as they are developed if they are to
remain competitive in the future. actnow has been one of the success stories of the past few
years and there is now a need to review the infrastructure provision in Cornwall & the Isles of
Scilly in the medium term to determine to what extent further investment is needed, and at the
same time increase the use of ICT in the day to day operations of business.

While ICT is regarded as essential to every day business use, it should play a more important
role for enterprises more physically remote from major markets. Further work to develop
services such as video conferencing, which address peripherality as a constraint, would help
translate the availability of broadband into a tool for increased sales and productivity. The
issues surrounding the 2km radius limit from exchanges for benefiting from the future
generations of broadband make this issue particularly relevant.

Business advice needs to be delivered at an appropriate level and businesses should be able
to source ICT requirements in the county with confidence (requiring a fully development
supply chain).

20

Source: actnow, 706 survey responses, February 2006



Exporting

In the second quarter of 2004 the value of exports from the South West was £9,385 million.
This represented just 5% of total UK exports. Although there was a 10.7% growth in South
West export value between 2002 and 2004, the region is still ranked 9t out of 12 UK regions
for performance 7. Value of export data is not available at a sub-regional level but it can be
assumed, based on GVA levels that Cornwall has relatively low levels of exporting compared
to other South West sub-regions.

Regional Priority Sectors

The Evidence Base which supported the review of the Regional Economic Strategy
highlighted a number of sectors already identified as a priority for the South West, and in a
number of cases, Cornwall & the Isles of Scilly makes a major contribution to the regional
strength and competitiveness of these sectors. The RES Evidence Based document identifies
a number