Isle of Wight Business Barometer Report
SURVEY 1 -JANUARY 2009

Headlines
* Methodology

The first Business Barometer
online survey took place
between12 - 21 January 2009.
40 businesses responded,
representing a similar profile to
the Island’s economy. In time
for the next quarterly survey it is
hoped that the number of
businesses taking part will
signifcantly increase.
To participate in the next survey
please contact the Economic
Partnership - see final page.

Nearly 40% of businesses were more optimistic about their own
business compared to 3 months ago, although just under 90% were
less optimistic about the national economy.
Sales up for 50% of respondants, while orders and investment up for
40%.
Cost pressure was apparent with costs up for 65% of businesses and
profits down for 43%.
Only 20% of businesses expect to reduce employment in the next 6
months.
A quarter of respondents reported an increase in the level of bad
debts.
International businesses on the Island are doing better than overall
average Barometer Business.
Key challenges are low demand, cash flow, competition and
government regulations.
77% of businesses reported no change in support from their bank.
Staff development not ranked highly as a current challenge.
Training priorities are customer service, communications skills,
interpersonal skills and regulatory knowledge.

Isle of Wight Economic Partnership

National Picture

In January 2009, the Bank of England “Agents summary of business conditions”
reported that:
- Consumer expenditure had con
tracted further in late November
and early December ’08 and most
retailers were reporting lower sales
over Christmas compared to a year
earlier
- Investment intentions had reduced
sharply during the previous quarter
- Exports had slowed sharply and that
this was now affecting more
industries
- Output was contracting faster than
earlier in 2008, especially in
manufacturing where production
was being cut due to higher than
planned stock levels
- Ongoing concerns over the avail
ability of working capital due to
tightening bank funding and trade

credit as well as reducing cash flow
due to lower sales
- Employee recruitment intentions
scaled back further with more firms
reporting redundancies and further
redundancies planned for 2009
- Per capita labour cost growth had
slowed and more firms were
planning for a settlement freeze
- Sharp fall in annual input inflation for
many imported raw materials as falls
in foreign currency prices were
greater than sterling’s depreciation
- Price inflation in retail goods and
services had also fallen sharply. VAT
cuts had been widely implemented
and pre-Christmas discounting had
been deep

The Island View
In contrast to the Bank of England’s
report, the majority of businesses who
took part in the survey reported a
positive quarter, compared to the
same quarter a year earlier. Sales were
up for 50% whilst 17% reported no
change. Orders were up, or saw no
change for 65% of respondees, and
investment levels were up for 40% of
the businesses. Employee numbers
were up or unchanged for three quarters of the businesses.
However cost pressures were apparent
with 65% of the businesses reporting

an increase in costs, resulting in 43% of
the businesses reporting a decrease in
profit margins. Around 40% had seen
a reduction in their cash position.
A quarter of respondents reported an
increase in bad debts.
Whilst the first Isle of Wight
Barometer Business survey was not
large, it was broadly representative
of both small and large businesses
across the main industry sectors of the
island’s economy.

Last Quarter v. Same Quarter A Year Ago
80%
70%
60%

Significantly Decreased
Decreased
Same
Increased
Significantly Increased

50%
40%
30%
20%
10%
0%
Sales

Orders /
bookings

Cash
in
business

Profit
margins

Investment

No. of
employees

Costs

Bad debts

2

Six Month
Outlook

When asked to project their business
activities over the next 6 months, the
survey participants were still quite
optimistic. 41% expected an increase
in sales and orders and 31% expected
these to remain the same. The 28%
who forecasted a decrease in sales and
orders is actually a little more positive
than the 32% – 35% who had
experienced a decline in the last
quarter.
Looking at costs, 43% foresaw further
increases, 38% expected no change
and 18% thought they would come
down. Compared to the 65% who had
reported increased costs in the last
quarter, this would suggest some
businesses believe they have now
controlled cost increases or that
external cost pressures such as fuel
costs have reduced.
Reflecting the improving cost scenario,
only 33% of respondents forecasted a
decrease in profit margins, compared
to the 43% who had experienced a
decrease in the previous quarter. Most
(46%) anticipated no changes to their
profit margin and 20% actually
forecasted an increase.
On the other hand, there was also an

increase in expectation of bad debts.
Only 5% thought their level of bad
debts would decrease, 69% expected
this to stay the same and 25%
expected an increase which is a little
more than the 22% who have
experienced an increase in bad debts
over the previous quarter.
The impact on cash in the business
was considered to be neutral by 49%
and 31% thought their position would
improve. 20% forecasted a worsening
of their cash position compared to the
37% who had experienced a decline in
the previous quarter.
Investment intentions are still quite
positive as 56% expect to maintain
investment and 28% intend to increase
investment. 15% anticipate a
reduction against the 22% who
experienced a decrease in the last
quarter.
Employment responses showed that
49% expected to maintain the number
of employees and 31% were intending
to increase the number of employees.
20% are forecasting a reduction in the
number of employees which is lower
than the 25% who reported reductions
in the previous quarter.
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International
Businesses

Businesses with international
customers (37% of the sample) tend to
be doing better than the overall
average. 53% said their recent
international business had increased
and only 13% said it had declined.
Looking forward to the next six
months, they are a little more cautious

with 47% expecting a further increase
and 13% expecting a decline. If we use
sales as the comparator, 50% of the
whole sample reported an increase in
the past quarter and 32% reported a
decline. Looking forward, 41%
forecast an increase in sales and 28%
are forecasting a decline.
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There were strong reactions to the
constraints on business caused by
government regulations, local
authority policies, availability of
quality employees and cash flow. On
the other hand, relatively high
numbers of businesses said they
experienced no constraints due to
access to training or markets.
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Combining “somewhat” and
“greatly” responses produces a
constraint hierarchy of: Government
Regulations (85%) , Availability of
Quality Employees (74%), Local
Authority Policies (68%), Cash Flow
(67%), Low Demand (64%), Access
to Finance (61%), Access to Markets
(51%), Access to Training (36%).

Business Constraints
70%
60%
50%

Not at all

40%

Somewhat
Greatly

30%
20%
10%
0%
Access to
finance

Availability Access to
of quality
training
employees

Access to
markets

Cash flow

Low
Government
Local
demand regulations Authority
policies

4

Key Challenges
Although low demand was not seen as
a dominant constraint by businesses, it
did emerge as the key challenge over
the next 3 months. This was followed
by cash flow, competition, government
regulations and exchange rate

movements. Recruitment was cited as
a key challenge by 8% of the
respondents. Interestingly, since we
are in a period of “credit crunch”, access
to finance is ranked behind
recruitment.
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General Optimism
Respondents are still fairly confident in
the prospects for their own business.
A quarter are less optimistic than 3
months ago but nearly 40% are more
optimistic than they were 3 months

ago. But when it comes to the national
economy, around 85% are less
optimistic than they were 3 months
ago.
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Capacity
We asked the Barometer Busenesses whether they were operating at capacity.
26% indicated they were but 74% were not.
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Bank Support

Training &
Development

Most businesses (77%) had not
experienced any change in support
from their bank although 20% did

report weakening support and a very
few (3%) said they had received
increased support.

The most highly ranked training and
development requirement was
customer service skills (72%), followed
by regulatory knowledge,
interpersonal skills and
communication skills (all 64%),
management development (54%),

financial management and sales skills
(both 51%), technical skills (49%) and
Director/leadership development
(46%). When it came to technical and
“other” skills, the respondents were
quite polarised between those
requiring these and those who didn’t.
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Contact
The Isle of Wight Business Barometer will be repeated quarterly to track
changing opinions and to obtain responses to topical issues. It is intended to
increase the sample size while maintaining a representative profile of the Isle of
Wight.
To take part, please contact:
Clare Welling Isle of Wight Economic Partnership
Tel: 01983 535841 Email: clare.welling@iwep.com
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