Cornwall and Scilly Objective 1 SPD 2000-2006

CHAPTER 9: PRIORITIES AND MEASURES

This Chapter outlines the means by which the Objective One Programme will be delivered. It features
the five Priorities outlined in Chapter 8, namely;

1. SME and Micro Business Support;

2. Strategic Investments and Development;

3. Developing People;

4. Community Regeneration and Stuctural Adjustment;
5. Regional Distinctiveness.

This Chapter describes the objectives of each Measure, although the precise detail, along with
Measure level indicators and targets will be presented in the Programme Complement, as per the new
regulations. Following this Chapter the cross-cutting “Horizontal” Themes are identified in Chapter 10
as three Virtual Priorities and these are:

Equal Opportunities;
Information Society;

Environment.
PRIORITY 1: SME AND MICRO-BUSINESS SUPPORT

BACKGROUND AND RATIONALE

Existing Businesses

Cornwall and the Isles of Scilly have a substantial number of small and very small businesses whose
importance cannot be over-stated: 74% of the 19,147 business units in Cornwall employ between one
and four people. Although these units provide only 16% of total employment, they account for a larger
proportion of private sector employment, at 21%. Micro-businesses have significant potential to help
address some of the problems facing Cornwall: if each of these units were to generate one additional
job, this would be equivalent to the total number claiming unemployment benefit in January 1999. Like
Cornwall, the Isles of Scilly are also a small company and micro enterprise economy.

A further 3,800 business units employ between five and 24 employees and provide jobs for just over
40,000 people. This is 28% of total employment and over 38% of private sector employment. Again,
this represents a major opportunity as research has shown that smaller companies of this size have
been consistent generators of net jobs growth in the UK.

While Cornwall and the Isles of Scilly has a high business density in comparison with regional and
national averages, this is due to the large agricultural sector which is anticipated to continue to decline
in relative and absolute importance. Excluding agriculture, the County has a lower than average
business density. It has also been relatively less successful in encouraging new business formation
and survival over the medium-term. The SPD must address this deficit by seeking to encourage
entrepreneurial activity and through removing the barriers to new business formation.

Key Constraints To Growth

While these smaller businesses can be important generators of jobs and income, a number of factors
are constraining their potential to achieve sustainable and profitable growth. The limited scale of local
markets and distance from main markets are key barriers: independent research by PROSPER (now
Business Link) has shown that relatively few companies sell goods and services outside Cornwall,
even to Devon and other parts of the South West. These factors were also highlighted in research
undertaken by the South West of England RDA which noted the lack of producer services in Cornwall,
as distinct from consumer services, and classified most of Cornwall as extremely remote.
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Likewise, many small businesses lack the formal business planning and management mechanisms
which are critical to enabling sustained and profitable growth: only 39% of businesses employing
between five and 24 people have a formal business plan while only 31% have a written sales and
marketing plan. Substantial proportions of the existing business base report a need for advice and
assistance across a wide range of business themes. This highlights a requirement for specialist
advisor centres.

Cornwall and the Isles of Scilly face the challenge of generating new and additional jobs (to take
account of the numbers currently seeking employment, unemployed, returners and new entrants, and
the forecast increase in the working age population), and generating higher quality and higher paid
jobs to move away from a low value added, low wage economy.

There is no single type of investment that will generate the scale and range of opportunities needed
for sustainable economic growth. Nor is there any single location or type of location that can be
pursued to the exclusion of other opportunities. Instead, Cornwall and Scilly needs to develop a range
of strategic investments that:

Build upon existing assets, including key towns and flagship projects;

Introduce new assets to the County where the long term growth prospects offer significant
benefits; and

Further develop investments based around national and regional trends linked to the
strengths of the County, notably with regard to clusters.

There is a shortage of quality premises at affordable rents for businesses wishing to grow. Like many
rural economies, where rental levels are low and many companies are operating at the margin, there
are insufficient returns to encourage the private sector to invest in commercial and industrial sites and
premises. Unless suitable sites and premises are provided then this could frustrate the growth
aspirations of existing businesses.

Although micro and small businesses have the potential to create additional jobs, many of the jobs
currently provided are low paid and low skilled. Merely generating additional jobs will not necessarily
address this problem. There is a pressing need, therefore, to increase the competitiveness and
profitability of existing companies as a means of increasing earnings among the current workforce,
thus contributing to the Programme aim of increasing prosperity. This will involve working with
companies to help them to improve performance but where the expansion of employment is not the
over-riding objective, although additional jobs may be created in the medium-term.

Another important aim of the SPD is to increase the numbers operating in higher value-added, high
growth businesses and sectors. The purpose is to encourage the development and diversification of
existing businesses by removing barriers and supporting those that wish to take advantage of new
opportunities. The approach has to both improve the performance of existing companies and, over the
longer term, support the development of new sectors. Here, improved access to research and
development support and facilities is especially critical.

The need to develop new and high growth businesses and sectors inevitably involves an emphasis on
innovation and technology. This is particularly relevant to Cornwall and Scilly, where access to high
quality facilities and services in technology and innovation are limited, and where, given the size of the
economy, clusters of companies are smaller than in larger and more industrial economies.

Businesses in Cornwall and and the Isles of Scilly are constrained by a lack of access to finance to
expand or modernise their business. This partly reflects the location and size of the economy, with a
limited number of venture capital and other funds represented in the area. It also reflects the nature of
the business base, where many companies are small, and owners may not be able to provide the
guarantees demanded by traditional sources of finance.

The area’s ability to generate and support high growth business, particularly those in new sectors, is
constrained by the lack of significant venture capital. The creation of knowledge-based enterprises
suited to the physical location of Cornwall requires high-risk investment capital. Due to its small
entrepreneurial base and its distance from technology centres, there is currently no incentive for the
establishment of a financial environment supportive to this type of investment. The creation of a
favourable investment climate is essential to the development of these types of enterprise.
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POLICY CONTEXT

The Table below presents the key policy context that will influence this Priority. Where appropriate, the
PMC may incorporate aspects of the objectives the relevant guidance or strategies into the appraisal
system.

POLICY CONTEXT

EU UK Regional
Competitive enterprises for employment DTI Competitiveness W hite Paper South West of England RDA Regional
creation Small Business Service Strategy:
Creating the basic conditions for regional Learning and Skills Council Skills Framework For Action

competitiveness Strategy for sustainable farming and food

Diversification of competitive rural Innovation andk Techno_logy
economic structure Framework For Action

Lisbon Agenda Business Task Force Strategy
Common Agricultural Policy and Rural Agricultural Task Force Strategy
Development Regulation

Note: See Chapter 6 for detailed coverage

STRATEGIC OBJECTIVE

SMEs are expected to be the main source of future jobs and wealth creation, not only within Cornwall
but also throughout the European Union. There is, however, a recognised need for public sector
intervention to counter the main constraints to SME formation and growth in instances where potential
entrepreneurs and existing owners/managers lack the capability and access to resources necessary to
respond appropriately to a rapidly changing market environment. There is also recognition that this
Priority needs to recognise the contribution to the economy of non-SMEs.

Unless substantial resources are targeted at overcoming key constraints to growth, then there is a real
danger that Cornwall and the Isles of Scilly will be excluded from sharing in the opportunities offered
by expanding trade and the emergence of new sectors. At the same time, the region’'s over-
dependence on declining sectors or those subject to increased external competition, and the strong
internal focus of the existing business base, will further widen income disparities and limit access to
employment for residents throughout the area.

The strategic objective will inform the actions that contribute towards achieving the overall aim of this
Priority. This objective fits closely within the wider strategic policy context while also reflecting fully the
specific situation of the Region.

The strategic objective is to:

‘Improve the competitiveness of business and the creation of new businesses
through the provision of high quality support, advice and the development of new
opportunities for growth’.

A number of local SMEs have growth ambitions but often lack the management capability and
expertise necessary to respond appropriately to customer needs, especially in external markets. A
key feature of the Priority will be support for the owner/manager reflecting the need to strengthen the
indigenous entrepreneurial base. Although Cornwall and the Isles of Scilly have many companies
owned externally or by larger companies based outside the region, the owner/managers will be the
key influence in changing behaviour, in terms of attitudes to training, and to improving competitiveness
in existing SMEs.

At the same time there is a need to encourage innovative behaviour and practices which are at the
leading edge if a competitive advantage is to be attained and sustained. High quality support and
advice pre start-up and in the early period of trading is essential to encourage a greater level of
entrepreneurial activity and new business starts which add value over the medium to long-term. A key
emphasis for the SPD is the development of new and additional employment opportunities. This is an
important activity in re-profiling the region to one where new and growth businesses and sectors
account for a higher proportion of employment. A key feature in securing this objective will be the
importance of the provision of suitably qualified people to work in these sectors, and to up-date and
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improve the skills levels of people already employed. In Cornwall and the Isles of Scilly, some key
growth sectors are still relatively small, and as a consequence there is not a large pool of suitably
qualified labour for companies to draw upon to support expansion.

The availability of appropriate and conveniently located research and development facilities is a critical
factor in encouraging and supporting the profitable diversification of the business base into new
products and processes. Such provision also increases the likelihood that new businesses in new
sectors will emerge within the County. An additional area of support concerns access to high quality
sites, premises and capital. This is essential if existing SMEs are to be able to expand their current
levels of activity. Operating in inappropriate premises can restrict capacity and increase costs, which in
turn reduces margins and constrains investment in new and more efficient processes.

A recurring theme of the economic analysis is relative dependence on low value added activities, and
this is one of the main explanations for the observed disparities in wealth. Not only do new sectors
offer substantial opportunities but some prominent sectors also offer a good base upon which to build.

Underlying these strategic objectives will be the requirement to pursue a balanced approach, one
which takes full account of the environmental impacts of any investments or activities supported by the
Programme, while also seeking to yield maximum benefit to local businesses and residents. It is also
intended that the fullest possible advantage will be taken to secure an appropriate share of the
benefits from improved SME performance for the most disadvantaged members of the regions’
communities. This approach will be reflected fully in project selection criteria, which will be presented
in the Programme Complement and approved by the PMC.

MEASURES

The revised Priority will consist of five Measures.

Measure 1.1: Creating the economic conditions for competitive SMEs — ERDF;

Objective: To support the growth and expansion of companies through the provision of
appropriate development, and technology transfer facilities/centres, sites and
accommodation, and through the provision of ICT infrastructure in industrial and
commercial property’

Measure 1.2: Financial Engineering for SMEs — ERDF;

Objective: To facilitate company growth and expansion through the provision of

appropriate financial support
Measure 1.3: Developing competitive business — ERDF;

Objective: To increase the turnover of SMEs through the provision of high quality and

comprehensive business support services
Measure 1.4: Processing and Marketing of Agricultural Products (EAGGF)

Objective: To increase prosperity in agriculture and processing businesses by adding
value to agricultural produce. (The 2004 — 2006 allocations will be transferred to
new measure 4.9)

Measure 1.5: Supporting the entrepreneur — ERDF;

Objective: To increase the number and survival rates of new business starts through the

provision of comprehensive business support services’
Measure 1.6: Developing sectors with growth potential — ERDF,;

Objective: To increase the number and improve the performance of businesses with high

growth potential through the provision of targeted business support’
Measure 1.7: New Employment Opportunities

Objective: To facilitate the growth and development of SMEs in new and emerging sectors

through appropriate training and HRD related support
Final Version Chapter 9
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FINANCIAL ALLOCATIONS, INDICATORS AND TARGETS
Financial Allocations
The Table below gives the revised financial allocation to this Priority.
PRIORITY 1: SMES AND MICRO-BUSINESSES — SUMMARY FINANCIAL TABLE (MEUROS)
Total Costs EU UK Public Private
194.762 ERDF 78.975 47.571 68.216
20.291 ESF 7.757 9.550 2.984
123.468 EAGGF 24.692 24.700 74.076
Total 338.521 111.424 81.821 145.276

Financial allocations by Measure are detailed in the Programme Complement

Indicators and Targets

The programme targets have been set using indicators to accurately count the numbers of businesses
and people given assistance. In the case of SME support the average assistance costs range from
£10,000 upwards depending on the measure. This means that those given less substantive support
have not been included, although these are detailed in the Programme Complement.

Within the targets allowance has been made for double counting. This applies where companies or
individuals receive more than one tranche of support, or an SME receives support under more than
one measure.

PRIORITY 1. SMES AND MICRO-BUSINESSES — KEY OUTPUTS, RESULTS AND IMPACTS BY 2010
Indicator Target

Outputs

Number of SMEs supported (ERDF) 1,900

Number of new starts assisted 1,500

Number of Agricultural SMEs assisted 500

Number of SMEs assisted with training (ESF) 400

Number of people trained (ESF) 4,000
Results

Gross Direct FTE Jobs Safeguarded 2,943

Gross Direct FTE Jobs Created 7,977

Gross Sales Safeguarded £235m

Gross Additional Sales £651m

Number of ESF beneficiaries gaining a qualification 2,000
Impact

Net Additional Jobs Safeguarded 1,567

Net Additional Jobs Created 4,040

Net Additional GDP Safeguarded £36.0m

Net additional GDP created £92.3m

Outputs, results and impacts are detailed by Measure are detailed in the Programme Complement

SMEs assisted total takes account of double counting

All jobs are Full Time Equivalents (FTES)

This Priority will provide substantive support to some 1,900 SMEs, approximately 25% of the eligible
business base. The measure will also assist 1,500 new starts, and this represents an increase of circa
15% per annum compared to current start up levels.

The results of the Priority outputs will be a significant increase in gross employment and company
sales. As this priority is targeted at both existing SMEs and new starts and growth sectors, the Priority
will result in both safeguarded sales and jobs and new sales and jobs. These indicators are reported
separately.
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PRIORITY 2: STRATEGIC INVESTMENTS AND DEVELOPMENT

Introduction

This Priority is designed to bring together major capital investment for the purpose of more effectively
delivering strategic ambitions through closer linkages between key activities. Effective delivery of
strategic investments relies on close alignment with existing strategies in the region (such as the
Regional Strategy), national and regional trends, and recent investments in flagship projects

The Lisbon agenda recognises that the regions of the EU have to respond to a paradigm shift in the
sources of economic development, which is being driven by globalisation and the knowledge based
economy. This Priority gives the Partnership the opportunity to modernise its infrastructure to meet
this challenge, thereby providing a platform for attracting private investment.

Investment decisions for the remainder of the Programme will be driven by the continuing ambition to
deliver strategic economic uplift for the region, particularly in terms of providing the infrastructure for a
more knowledge based economy and its potential for driving economic regeneration and development.

The unique feature of the investments proposed under Priority 2 is that the scale of investment, the
linkages between them, and the positive economic conditions in the region mean that the Partnership
is investing for growth and prosperity, based on real opportunities capitalising on strengths and
assets. This Priority provides the opportunity to invest in existing successes in order to maintain and
enhance the associated economic impacts on the region.

Background

Cornwall and the Isles of Scilly has been affected by many decades of under-investment in business
and economic infrastructure. This reflects the loss of the sources of prosperity that led to major
investment in the 18™ and 19" centuries — a large fishing industry, important ports and harbours, a
large tourism industry based on major resorts, major primary industries including tin and copper mining
and china clay extraction, both of which generated significant local supply chains. These industries led
to the development of a large economy based on the region’s coastal assets and mineral reserves. As
a consequence the region developed a series of major towns capable of sustaining relatively large
populations, even though the region was at the periphery of the UK mainland.

As these areas of competitive advantage declined, and in some cases disappeared altogether, the
rationale for continued investment in business and economic infrastructure was removed, and for
many decades the region has been involved in a rearguard action, in some instances managing the
problems of decline over many decades. Unlike some of the urban/industrial economies, Cornwall
and the Isles of Scilly has suffered from a long and slow decline, with all of the key sectors moving in
the one direction. There have been an absence of growth sectors/markets to compensate for the
decline in agriculture, fishing and primary industries and the collapse of the traditional seaside holiday,
and consequently the decline in local wealth and incomes has had a knock on effect on local services
businesses, notably retail.

The effect of this long term decline has been business and industrial infrastructure which is out of
date, as well as major towns which are run down and unattractive to investors and visitors. As the
expectations of tourist and business investors have increased, Cornwall and the Isles of Scilly have
offered a limited product with a few notable exceptions. The region has historically been caught in a
vicious circle with limited local spending power acting as a disincentive to new investment, and a
limited and poorly qualified local labour market with limited specialist facilities dissuading investment in
new commercial and industrial projects.

Although the historical trends has acted against investment and re-investment in business
infrastructure, the last five years have seen the emergence of a number of new factors that suggest
that more positive factors may dominate in the medium term. These factors include a resurgence in
Cornwall as a visitor location, a growing interest in non traditional holidays based on heritage and the
environment, the increasing mobility of individual investors and business owners, based on life style
choices, and the trend for quality of life to increasingly influence business decisions.
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Although traditionally, Cornwall and the Isles of Scilly have never benefited from upturns in the
national economy to the same extent as other regions, recent evidence suggests that there is the
possibility of establishing a powerful momentum based on changing trends of where people wish
to invest, work and live. The Objective One Programme present a unique opportunity to secure new
investment on a scale that would be unlikely without the stimulus of Structural Fund support.

The scale of investment needed to build a self sustaining momentum is considerable however,
reflecting the scale of under-investment over many years. New investment also has to address all of
the infrastructure needed for a prosperous economy — high quality and accessible sites and
premises for commercial and industrial investment, vibrant towns and centres that are attractive to
local residents and visitors and capture local expenditure, and ICT and transport infrastructure that lets
business, residents and visitors reach and move around Cornwall and further afield with ease.

Unlike prosperous parts of England, Cornwall and the Isles of Scilly cannot afford to address only part
of this agenda.

Strategic Investment Priorities

Cornwall and the Isles of Scilly face the challenge of generating new and additional jobs (to take
account of the numbers currently seeking employment, unemployed, returners and new entrants, and
the forecast increase in the working age population), and generating higher quality and higher paid
jobs to move away from a low value added, low wage economy.

There is no single type of investment that will generate the scale and range of opportunities needed
for sustainable economic growth. Nor is there any single location or type of location that can be
pursued to the exclusion of other opportunities. Instead, Cornwall and Scilly needs to develop a range
of strategic investments that:

Build upon existing assets, including key towns and flagship projects;

Introduce new assets to the County where the long term growth prospects offer significant
benefits; and

Further develop investments based around national and regional trends linked to the
strengths of the County, notably with regard to clusters.

The need to secure major new developments, which can capitalise on the strengths of Cornwall, is a
key component of the new Programme. At the same time new opportunities have to be developed
which develop assets which will act as engines for growth. In the Cornwall situation this will be built
around new and further investment in:

Some of the key towns, such as Falmouth and St Austell, which have the potential to further
develop as key employment locations for commercial and tourism businesses;

The Combined University of Cornwall, which has the potential over the next twenty years to
generate a broad range of developments, around higher level teaching, research and
development, and business spin offs

Existing assets such as the Eden Project which have the potential to generate significant new
opportunities; and

Transport, communication and related investments which contribute to the strategic
investments listed above, and in their own right could develop other opportunities e.g.
Newquay Airport.

Key Towns

The major towns differ considerably and offer a variety of opportunities for development. There
are a number where unemployment is high, and additional opportunities are required to generate
substantial numbers of new jobs. Other towns have competitive advantages in particular areas, either
because of a sectoral strength (such as tourism) or due to location. There is therefore, a range of
opportunities around the towns of Cornwall that could be pursued to diversify and strengthen the
economic base.
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There are four major towns that are located in the heart of the region. They are Newquay (18,000)
located on the north coast and the main holiday resort in the county; St Austell (21,000) the biggest
town and the centre of the china clay industry; Truro (16,705) the main centre for local government,
health services and the main shopping/commercial centre for the middle and west of the county; and
Bodmin (12,775) located at the intersection of the two main trunk roads, the A30 and A38.

These towns offer considerable potential for employment creation in different spheres — Newquay in
relation to tourism and the potential spin offs from the nearby airport; Bodmin with its location at a key
junction, with substantial development land potential nearby; Truro as the administrative capital of
Cornwall and also the location of the Peninsula Medical School and St Austell due to its size and the
opportunities offered by its proximity to one of the largest 5(b) Programme investments which is the
Eden Project.

In the west of Cornwall, Falmouth is one of Cornwall’s biggest towns with a population of 20,000. Its
economy is varied with ship repairing and other industry complementing a tourist industry that has a
relatively long season and attracts many prestigious events. It is also the location of the 5(b) support
for the International Maritime Museum and the new Combined Universities for Cornwall. In the
Camborne, Pool and Redruth (45,000) are the core of the historic mining and industrial area which is
now the base for several important engineering companies. Since the 1960s considerable effort has
been put into developing new industrial estates and many of Cornwall's newer manufacturing
companies are located here. In spite of this, Camborne and Redruth have very high levels of
unemployment in the region. The establishment of the Urban Regeneration Company also provides
more opportunities.

Penzance (18,300) is one of Cornwall’'s biggest towns and enjoys a strategic location on the main line
railway. It is the base for the ferry service and helicopter flights to the Isles of Scilly (2,000) and the
built up area includes the major fishing port of Newlyn. St Ives and Hayle (17,400) are heavily
dependent on tourism and other service activities.

In the north & east of the region there are a number of towns where the economic links are as much to
Devon as to Cornwall. They are mainly market towns with the largest being Saltash (15 380). The
settlements in the east of Cornwall are well placed to take advantage of their close proximity to the
Plymouth/Exeter sub regional economy. Whilst Bude is not as large as the other key towns it is still
significant due to the opportunities it offers in a very isolated part of the region.

Innovation and enterprise / Knowledge and expertise

Many other regions have successfully used the presence of Universities to drive forward
economic growth, capitalising on the number of well paid jobs, the economic purchasing power of
the institution and the student population, the research and development capability within the
institutions and the potential supply chain benefits. The Combined Universities of Cornwall (CUC) will
allow Cornwall to similarly capitalise on the presence of a major higher education institution.

A key element of any efforts to strategically realign economic regeneration and development in
Cornwall and the Isles of Scilly must be the facility to enhance and further develop the intellectual
assets that underpin strategic development. Thus, Cornwall is a home for environmental related
research and development. An essential element of the Priority is therefore to provide facilities that
allow for the growth of the intellectual capital of the region, building on the CUC activities achieved in
the Regional Distinctiveness part of the Programme.

The CUC initiative is an exciting opportunity to redress the deficit of intellectual capital and to build
on the existing high quality HE and FE provision as well as the considerable talent of local people
within the whole of Cornwall and the Isles of Scilly. This project enables an innovative approach to the
challenges ahead in the migration to a more knowledge based economy. The CUC project has been
established on the existing curriculum strengths that exist within the region of Art, Applied Arts,
Environmental and Earth Sciences. A key feature of the CUC is the building in of an SME linkage
component from the planning stages, to ensure that there are real benefits to the business in the
region. The CUC project is a key part of the infrastructure improvements necessary for a more
knowledge based economy.
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Clusters

The availability of appropriate and conveniently located research and development facilities is a critical
factor in encouraging and supporting the profitable diversification of the business base into new
products and processes. Such provision also increases the likelihood that new businesses in new
sectors will emerge within Cornwall. An additional area of support concerns access to high quality
sites, premises and capital. This is essential if existing SMEs are to be able to expand their current
levels of activity and new SMEs with growth potential are to be created.

The potential to develop key locations/towns around a concentration of companies, or the objective of
establishing a cluster will be available within this Priority. Although the Cornwall and Scilly economy is
much smaller than the larger urban economies normally associated with cluster development, the
potential exists in a number of sectors for the spatial concentration of business development, this
could happen virtually. Potential cluster based developments include marine and related
engineering, food and drink, tourism and creative industries, and environmental research and
development.

The development of Higher Education provision, the Combined Universities for Cornwall scheme,
developments at the Peninsula Medical School and the Eden Project will greatly assist the
development of key clusters. The links to and services for, small businesses that such facilities can
provide will be an added benefit from such developments. Infrastructure for micro-businesses created
or supported by clusters will also be provided.

Sites/Locations

Under the new draft County Structure plan it is envisaged that economic growth and employment will
be encouraged in the main towns by prioritising the regeneration of urban areas and town centres as a
focus for commercial and business activity and maintaining a range of sites to meet the needs of
existing and new firms within or well integrated with built up areas. In rural areas provision for
development is essential where a location in a town or a village could not meet the need or where the
opportunities for economic development exist and are readily accessible either physically or virtually.

Objective One will support the County Structure Plan approach. An Energy Park has already been
created through this Programme, there is potential for a number of additional major developments
including a University Science Park, a Seafood Park and a Medi-Park. There would be a need for the
development agencies to take responsibility for site assembly, access provisions and infrastructure
provision, in order for the private sector to have sufficient confidence to invest. Additionally this Priority
provides the opportunity to invest in existing successes in order to maintain and enhance the
associated impact on the region.

Micro-Business Support

It is neither possible nor desirable to concentrate all employment opportunities in large scale schemes
in a few key locations, which is the principle objective of the strategic investment approach. This
Priority also provides the opportunity to invest in small scale developments designed to support
the growth of micro-businesses. In order to provide this development in a sustainable manner that
will not increase commuting but will address demand and stimulate new opportunities, development
will be supported both within key employment growth centres and within rural communities where
major investments would be inappropriate. This will help to preserve a healthy balance between
urban and rural communities, whilst maximising opportunities for both.

The availability of appropriate and conveniently located research and development facilities is a
critical factor in encouraging and supporting profitable diversification of the business base into
new products and processes. Such provision also increases the likelihood that new businesses in
new sectors will emerge within the County. An additional area of support concerns access to high
quality sites, premises and capital. This is essential if existing SMEs are to be able to expand their
current levels of activity and new SMEs with growth potential are to be created.

Transport And Communication Infrastructure

Transport and communication infrastructure are fundamental to a modern, sustainable
economy. The County is set to benefit from new investment in road, rail and ICT infrastructure and
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there is a need to maintain momentum to ensure that the benefits of strategic investments are not
eroded by poor communication links. Addressing key constraints, including difficulties with regard to
ICT infrastructure, remains an underlying them of the Priority.

Improved transport provides the key for spreading the benefit of activities in key strategic locations
around the whole of the region. The rail system is a key regional asset and support for double-
tracking the line between Probus & Burngullow has already been provided through the Programme to
improve journey times to London. The rail network also has the potential to accommodate more
freight, thus allowing the economy to expand without putting as many additional lorries on to the roads
as would otherwise be required.

Newquay is the only airport in Cornwall with scheduled services to London, one of the key
communication routes for business travellers. Maintaining these services is of critical importance to
the region. There are additional business opportunities that could be developed in and around the
airport. There is a heliport at Penzance and a heliport/airport on the Isles of Scilly. In the case of
the Isles of Scilly the air service is the only passenger route in the winter, and substantial visitors use
the service in the summer. As important, the air link is a lifeline service of the community, essential for
health and other emergency services.

Sea transport also provides a vital link to the Isles of Scilly, with freight and passengers travelling
between Penzance and the islands. This is an essential service, and is vital to the economic prosperity
of the islands.

Commitment from the Department for Transport to bring forward key road developments in the region,
is @ much needed step forward for the region and enables Structural Funds to be concentrated on
other key developments. The improvement of the transport network in the major towns will assist
further economic development opportunities where other public sources of funds are unable to take
proposals forward. This Priority will also support sustainable transport schemes that promote growth of
public services for the purpose of accessing employment and training.

Given the rurality of the region Information Communication Technology is an important way of
providing business with the means to operate on a par with the rest of Europe and it is a fundamental
part of modern infrastructure environment for a more knowledge based economy. Upgrading ICT
infrastructure remains a priority for the Programme. Given the sparsity of population in many parts of
Cornwall it is likely that intervention will be required to ensure that new investment takes place. This
needs to involve working closely with the private sector and stimulating demand to ensure that
sustainable markets are created. The enhancement of ICT infrastructure capable of supporting
demand, including the ICT enablement of business premises is a vital part of this Programme’s key
role in enabling effective use of ICT.

Links To The South West Region

The Baseline Analysis carried out by independent consultants for the Regional Strategy categorised
Cornwall and Isles of Scilly as “Extreme Remote” and noted that the Programme Area was in labour
market terms, relatively self contained. A focus of this Priority will be to contribute to linking Cornwall
and Scilly into the wider region, particularly the Plymouth — Exeter area where there is a large and
growing economy.

Removing the Barriers To Growth

There are a series of issues that the constrain economic growth and employment creation needed to
contribute to the overall strategy for Cornwall and Isles of Scilly. These relate to a variety of factors
that have impeded economic regeneration and development. They include:

Piecemeal investment with insufficient mass and ambition to make a significant impact;

Absence of credible masterplans/business plans for strategic investments with a clear vision
and realistic investment plan;

Lack of public private sector partnership;

The perception and reality of bottlenecks in the transport system, which undermine reliability
and increase the journey time;
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Lack of high quality business parks
Lack of investment in high quality accommodation
Lack of accessto ICT
Infrastructure and access constraints to key sites including port facilities
The need for major public sector regeneration investment as a pre-requisiste for private sector
development and investment.
The Integrated Approach
This Priority is therefore focussed on a truly integrated approach with an emphasis on:

Sustainable developments which capitalise on existing strengths and contribute to a
transformational agenda

Comprehensive, realistic business and development plans, geared around the delivery of
significant new investment;

High quality investment in the infrastructure for the knowledge based economy with associated
commercial opportunities;

A partnership approach to project/plan development and implementation;

A clear commitment to embedding the benefits through revenue funded activities alongside capital
investment; and

Environmentally positive developments.

The potential of Cornwall and the Isles of Scilly is considerable. Recent successful developments
such as the Eden Project, Falmouth Maritime Museum, and the CUC have changed perceptions of
what can be achieved. This Priority seeks to continue this momentum by bringing forward strategic
investments that will help to transform the economic prospects of the County. The portfolio of
investment secured by this agenda will put in place the initial strategic investments that will secure a
step change in the quality of the economic infrastructure and the range and quality of
opportunities and employment available to the business and residents of Cornwall and Scilly.

POLICY CONTEXT

The Table below presents the key policy context that will influence this Priority. Where appropriate,
the PMC may incorporate aspects of the objectives the relevant guidance or strategies into the
appraisal system. Given the importance of the spatial perspective more detailed information on the
Draft Regional Planning Guidance is presented in this section.

POLICY CONTEXT
EU UK Regional
European Spatial Development A Better Quality of Life: A Strategy For Regional Planning Guidance
Perspective Sustainable Development Regional Strategy
EU Guidance on Transport Infrastructure, DTI Competitiveness W hite Paper Cornwall Structure Plan
Energy, Telecommunications, Learning & Skills Council Regional Transport Strategy
Infrastructure for a High Quality ICT Task Force Strategy
Environment Business Task Force Strategy
e-Europe Action Plan 2005

Note: See Chapter 6 for detailed coverage

The Objective One Mid Term Evaluation Report by Ecotec confirms there is no need for change to the
Objective One Strategy to make it more relevant to the Strategy set out in the Regional Planning
Guidance and the South West of England RDA Regional Strategy as there is already a high level of
consistency between the three strategies.
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Regional Planning Guidance

The achievement of Regional Planning Conference’s long-term vision of a Region of high quality and
diversity, where development will be sustainable is closely linked to the spatial pattern of development,
The Strategy states that the west of the Region currently experiences problems of peripherality and a
large area is designated by the Key Strategy Diagram for investment to address regional economic
imbalances.

The Regional Planning Guidance supports the need to reduce peripherality, to increase employment
in Cornwall, to plan economic growth to take account of sustainable development issues, and to
increase employment through the regeneration of key settlements. It also endorses the need for
Cornwall to develop closer links with the western parts of the South West region, notably Plymouth
and Exeter.

South West of England RDA Regional Strategy

The South West of England RDA recognises the above RPG policy and states:

“It is important that the strands of competitiveness, regeneration and regional

coherence combine and work together. ”,
With the specific objective to:
"Increase prosperity through improving business competitiveness”.

The South West will be a region in which businesses become better before becoming bigger; where
risk is encouraged, change supported and entrepreneurs are nurtured. Businesses through the South
West will be supported in becoming more efficient and more competitive. It is business that creates
most of the wealth in the economy and business that innovates to bring new ideas to the market place.
By increasing the competitiveness of existing and incoming businesses, we can ensure that there is
greater prosperity to be shared around the region. There is an implicit understanding that we have to
create wealth in order for that wealth to be used for wider benefits.

lllustrative measures:
Provide the physical infrastructure necessary to allow for the strengthening of the business sector;
Develop and support key industrial sectors that will underpin a strong regional economy;
Improve the quality and targeting of business support;

Encourage a ‘learning’ culture in people and businesses.

PRIORITY OBJECTIVE

A number of major opportunities exist to secure significant employment growth within the region.
There are four types of opportunities envisaged:

1. Locations which have already been identified as of strategic importance and of sufficient scale to
support significant investment;

2. Centres where there are known major business opportunities as a result of current/future
investments;

3. Opportunities which have considerable potential to generate new activity (and directly or indirectly
support higher paid and higher skilled jobs) and strengthen the economic base of the County; and.

4. Development of micro-business infrastructure, which help local business take advantage of new
opportunities arising from other investments.

The intention is to bring forward projects in a planned and considered way to ensure proposals have
appropriate supporting mechanisms and fit with other activities taking place. Great progress has been
made in the first three years of the Programme in developing Integrated Area Development Plans
(IADPs) in all the major towns and seeing development taken forward in line with those IADPs and
spatial priorities in the Structure Plan. The range of activities gathered within this Priority are designed
to capitalise on work to date, continue to deliver spatial priorities by adhering to partnership strategies
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and forge stronger links between key schemes and complementary activity. Other strategic
investments will be developed with business /delivery plans.

The strategic objective is:

To increase employment and investment through an integrated approach to the
development of strategic investments

It is the overall package of activity that will allow the strategic aim to be realised, with major synergistic
benefits anticipated. .

Underlying this strategic objective will be the requirement to produce a balanced approach which
integrates the environmental dimension into any investments or activities supported by the programme
while also seeking to yield maximum benefit to local businesses or residents. This approach will be
reflected fully in project selection criteria, indicators and targets which will be presented in the
Programme Complement and approved by the first PMC.

MEASURES
The measures which will help meet the strategic objective are:
Measure 2.1: Strategic Sites and Premises
Objective: To increase employment and investment through the development of a limited

number of strategic sites to provide suitable locations for major new investment
Measure 2.2: Employment Growth Centres

Objective: To maximise economic development by concentrating major development on
towns, where integrated investment can lead to the maintenance and growth of
employment in a sustainable manner based on economic growth centres.

Measure 2.3: 2000 to 2003 allocations will be vired to measures 2.1 and 2.2, and the 2004 to
2006 allocations transferred to Measure 2.5

Measure 2.4: Strategic Regional Infrastructure (ERDF capital)
Objective: To increase employment and investment opportunities through the removal of
infrastructure constraints
Measure 2.5: Strategic Investments (ERDF capital and revenue)
Objective: To maximise economic development through a number of strategic investments
leading to the maintenance and growth of business performance
Measure 2.6: Micro-business Workspace Development (ERDF capital)
Objective: To support the growth and expansion of businesses through the provision of
appropriate development.
Measure 2.7: The Knowledge Driven Region (ERDF capital and revenue)
Objective: To support the development of a higher quality knowledge driven economy

through the provision of facilities which allow the region to further develop and
capitalise on intellectual assets, increase the provision of higher level
employment opportunities and intellectual capital, building on the strengths of
the region.

FINANCIAL ALLOCATIONS, INDICATORS AND TARGETS

Financial Allocations

The following Table indicates the financial allocation at the Priority level, including the allocation to EU
Fund, the Priority level UK Public and the private sector contributions. The allocations presented are
for the remainder of the Programme and include the amount awarded from the performance reserve.
The financial allocations at the Measure level are detailed in the Programme complement.
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PRIORITY 2: STRATEGIC SPATIAL DEVELOPMENT — SUMMARY FINANCIAL TABLE (MEUROS)
Total Costs EU UK Public Private
281,874,500 ERDF 108,874,500 132,000,000 41,000,000
ESF
EAGGF
FIFG
Total 281,874,500 108,874,500 132,000,000 41,000,000

Financial allocations by Measure are detailed in the Programme Complement

Indicators and Targets

The key outputs, results and impacts for the Priority are detailed below. The results of Priority Level
actions are presented against gross sales and gross additional jobs indicators. Impacts at the Priority
Level are presented for net additional jobs and GDP indicators. Outputs, results and impacts at the
Measure level are detailed in the Programme Complement.

This Priority will lead to the provision of 18 hectares of serviced land and will support the provision of
new premises suited to the developing needs of SMEs. The Priority has also already provided the
impetus for the implementation of 10 Area development plans, man y of which have been funded
without Objective One resources.

The outputs funded by this Programme are geared to the creation of new jobs, rather than
safeguarding, and the priority will lead to an increase in gross sales of £547m, of which £350m will be
additional. The total gross employment effect will be 5,629, of which some 3,511 will be gross direct
jobs created.

This priority will be a significant generator of net jobs. In total, some 2,853 will be supported of which
1,651 will be net additional jobs created.

PRIORITY 2. STRATEGIC INVESTMENTS & DEVELOPMENT — KEY OUTPUTS, RESULTS AND IMPACTS
Indicator | Target
Outputs
Number of Area Development Plans supported 10
Hectares of Serviced Land 10
Area of Premises (square metres) developed 21,000
SMEs assisted 60
Kilometres of railway track improved 11
Number of public transport services improved 5
No. of feasibility studies/development teams supported 5
Results
Gross Direct Jobs Safeguarded 1,260
Gross Direct Jobs Created 1,794
Gross Sales Safeguarded £117.73m
Gross Additional Sales £166.75m
Journey time saved to London 8 minutes
Passenger Business NPV £26m
Impact
Net Additional Jobs Safeguarded 771
Net Additional Jobs Created 998
Net Additional GDP Safeguarded £114.99m
Net Additional GDP Created £30.60m
Outputs, results and impacts are detailed by Measure are detailed in the Programme Complement

Final Version Chapter 9

206
