Isle of Wight Barometer Business Report
SURVEY 3 - JULY 2009

Methodology - The third Barometer Business online survey of 48 businesses took place between 7th and 22nd July 2009
reporting on the quarter to the end of June 2009. Whilst the Barometer Business survey is relatively small, it is broadly
representative of the Island’s overall economy with both large and small businesses taking part across all the main industry sectors.
Each quarter we are keen to increase the number of participants. If you are interested in taking part then please get in touch using
the contact details on the final page.

HEADLINES
• On the whole business performance is marginally up on the previous quarter. For businesses with
international customers the position has deteriorated with more companies reporting
performance had stayed the same or decreased.
• Respondents have become slightly less optimistic about their own business prospects in this past
quarter. However fewer companies are as pessimistic about the national economic picture.
• With optimism slightly flatter a greater number of respondents forecast that business
performance over the next six months will remain largely the same. Companies with international
customers forecast that performance will improve.
• Low demand remains the key challenge to businesses and while access to finance has improved
the cost of borrowing has reportedly increased.
• The level of constraint felt by Barometer Businesses is only marginally higher than in the last
quarter.
• The number of businesses not operating at full capacity has increased this quarter to 71% in line
with neutral business performance.
• The majority of businesses (86%) have not experienced any change in terms of their banking,
however we have noted a few more businesses are starting to see improvements in support from
their bank.
• 72% of businesses surveyed had not tendered for public sector contracts.
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Recent Business Performance
Measures of business performance remain
mixed and still down on the average
performance noted in our first Barometer
Business survey for the quarter Oct 08 to Dec
08.
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The overall performance picture is however
more complex as orders and the cash
position of our businesses is worse, as are
bad debts which have increased quarter on
quarter.

Optimism
Compared to 3 months ago fewer
companies are optimistic about their
business prospects and a larger number,
47% up from 31% reported no change in
optimism.
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However the trend of worsening
performance noted in the previous survey
Jan 09 to March 09, has not continued as
average business performance is marginally
better. Sales, profitability, investment and
employment have all slightly improved.
Fewer businesses are seeing their cost base
increase which may be marginally aiding
profitability in these difficult economic times.
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In terms of the national economic
picture, the situation is improving quarter
on quarter with less people being
pessimistic.
Currently, most businesses report a
situation of no change. We will report when
the mood becomes more or less positive.
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Key Challenges - Next 3 Months

Challenges
The key challenges facing our Barometer
Businesses are largely the same with low
demand remaining the main
challenge followed by cash flow,
competition and Government regulation.
Both cash flow and increased
competition are seen as more of a
challenge with competition up from 11%
to 15%. This is perhaps driven by an
increasing scarcity of work or trade, given
the low levels of demand in this
recessionary environment.
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As we move beyond the credit crunch, quarter on quarter, fewer businesses have reported access to finance as an issue,
perhaps linked to Government efforts to free up lending through the banking system. However the cost of borrowing
seems to be challenging more businesses a trend recently highlighted at the national level by the British Chamber of
Commerce.

Forecast business performance over
the next six months
For the last quarter we reported that levels
of optimism seemed to be reflected in the
forecast for improving business prospects.
As optimism has waned slightly, a larger
number of respondents believe over the
next 6 months business performance will
remain largely the same.
Whilst a larger number of respondents
(90%), up from 85%, report that sales and
orders will stay the same or increase a
greater proportion feel the on-going
situation will be neutral. The same is also
true for the cash position, profit, investment
prospects and costs. Respondents also
consider that levels of employment will fall
marginally.

How do you think your business will perform in the next 6 months
How do you think your business will perform in the next 6 months
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Constraints
On average businesses are no less
constrained than in the last quarter, Jan 09 to
March 09. However, the main business
constraints are now more keenly felt
including Governmental Regulation followed
by Local Authority policies, cash flow and the
availability of quality employees.
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As per our last report, by combining “somewhat” and “greatly” responses we produced
a constraint hierarchy of: Government
Regulations (81%), Local Authority policies
(65%) and Availability of Quality Employees
(61%) up from 75%, 56% and 63%
respectively.
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Access to training and finance remain the
least constraining factors. In our first survey
in 2008 we reported that 61% of businesses
felt access to finance was an issue where as
this position had eased quarter on quarter
down to 42% to April and 39% to June.
Again this suggests financial support is
becoming slightly more accessible.
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International Businesses

Capacity

The number of businesses with international customers
remains the same. In the quarter Oct 08 - Dec 08, over 5O% of
our international Barometer Businesses reported increasing
business performance. Since then fewer (12%) in the quarter
May 09 - June 09 have reported an increase in comparison with
a year ago.

In our survey Jan 09 - March 09, the number of businesses not
operating at full capacity fell to 65%. This fall was out of line
with overall business performance which also decreased. From
April 09 - June 09, the number of businesses not at full capacity
was 71% similar to the level reported in our first survey in
January 09, 74%.

The proportion of respondents whose performance has
remained static has increased from 33% to 53%. Over three
quarters we have seen a definite deterioration in the
performance of these businesses which suggests that
international trading is becoming more difficult for Island
Businesses

Average business performance fell initially and now remains
static to a degree, following the underlying course of the
recession curve, so it is useful to see that business capacity and
performance are now following similar patterns.

Banking

Despite the reported deterioration in performance from a year
ago our international businesses are more positive about the
next six months than in the last quarter. Forecasts that
performance will remain the same have risen from 53% to 59%,
as have forecasts that performance will improve up from 29%
to 35%.

In terms of banking support for our Barometer Businesses, a
trend of gradual and slight improvement seems to be
developing. Since last quarter those businesses reporting an
improved situation has increased from 6% to 10% however the
large majority 86% reported no change in the level of support
from their banks. Fewer businesses are reporting a weakening
position.

Public Sector Contracts
Pereceived barriers to tendering for public sector contracts

72% of Barometer Businesses have not tendered for public sector contracts and of those 39% stated the main barrier was a lack
of knowledge of contract opportunities. The opening up of Public Sector contracts for local companies has been recognised as a
potential boost for the local economy and as a result, a programme has been put together to assisst companies, which are new to
this field, getting ‘fit to tender’ as well as increasing awareness of the opportunities Public Sector tendering may give.

Perceived barriers to tendering for public sector contracts
Ability to fulfill contract
requirements
Time and resource to
produce a competitive
tender
Time and resource to
complete the qualification
paper work
Knowledge of the
contracts
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To read previous Barometer Business reports please visit www.iwep.com

Isle of Wight Economic Partnership
Innovation Centre, St Cross Business Park,
Newport, Isle of Wight, PO30 5WB
T: 01983 550 300
www.iwep.com

If you would like your company to become a Barometer Business please contact:
Carlene Williams - Economic Development & Communications Manager
T: 01983 535819
E: carlene.williams@iwep.com
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