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Executive Summary

1. Enterprise

a) The number of target firms has declined over the past year.  This points to a need for addressing business confidence, and developing initiatives that encourage firms to invest in research and development and new products, as well as increase employment. 

b) There remains a need to improve the targeting of resources at under-represented groups.  This includes personal targeting on the basis of gender and ethnicity, and on the geographical bases of rurality and deprivation.  The rationale for these interventions is based both on the need to broaden impact, as well as encouraging the development of growth orientation.

c) There is a continuing need for marketing support to businesses to develop their customer base.  

d) The survey points to a continuing need to support business in dealing with regulatory factors, such as health and safety legislation, viewed as “Red Tape”.

2. Skills
a) Skills seem to be viewed by firms as a derived demand – there is a requirement to provide support and resources that accommodates this understanding and targets on the specific need.

b) The balance between the recruitment of skilled staff and the training of existing staff should be explored as a priority within the diagnostics and brokerage service. 

c) Recruitment and training are generally controlled at business unit level, meaning that any support is appropriately delivered by local agencies

3. Innovation
a) There is a significant group, making up around a quarter of the target market, who wishes to rapidly expand their business. Consideration should be given to ways in which this group can be engaged and supported to further develop their business activities.

b) There is slow but steady growth in higher level e-commerce activity in Sussex firms.  This needs to be further developed in order to ensure that it impacts directly on processes and contributes to value added – effectively moving companies up the e-enablement ladder. 

c) There is little evidence that the existence of branch businesses acts as a constraint on innovation generally.  The majority of Sussex businesses have local decision makers.

4. Competitiveness
a) There is a need to encourage greater export orientation among Sussex firms, both outside the local region and the UK.

b) The acknowledged need for marketing support reinforces other messages from the survey. 

c) The relatively low priority on research and development places further emphasis on the innovation agenda as a driver for competitiveness.
5. Investment

a) Around a third Sussex businesses required additional investment over the past year, generally for working capital/cashflow.  This was seen as a significant business constraint, and may point to a capital funding gap.

b) Of those accessing finance, 70% went to banks, rather than other providers, for example investors, or CDFAs.

c) Greater liaison with banks, as the major providers of business finance, may be of assistance both to businesses and the financial providers themselves.  The findings point to scope for further development of the brokerage service in this area.
6. Support
a) While Sussex Enterprise is the preferred source of business advice, somewhere between 60-70% of those seeking advice will go elsewhere
b) There is significant scope to increase market penetration for advice and support – the ABS suggests a pool of c.19,500 businesses in the target market, of which Sussex Enterprise works with 15%.

c) There may be a branding issue to be addressed over Business Link/Sussex Enterprise/Chamber of Commerce at the local level.
d) A significant minority (15%) feel that business support organisations do not understand their business – this points to a need for improvements in marketing and presentation by support organisations.
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1
Context
1.1. The Survey

This report presents an analysis of the findings of the Sussex Enterprise 2005 Annual Business Survey (ABS). The analysis is based upon telephone interviews with more than 1,200 businesses across Sussex conducted in July 2005, including the additional interviews purchased by West Sussex County Council.  The survey was structured by geography, business size and location to ensure that it was both representative of the business population and robust for key market segments.  

Due to differences in partners purchasing additional interviews and in the distribution of businesses across Sussex, 662 interviews took place in West Sussex, 384 in East Sussex and 180 in Brighton & Hove.  There were 875 interviews in urban areas and 351 in rural areas. See Figure 1.1 below for the size and sector distribution of the interviews achieved.
Figure 1.1 Distribution of businesses contacted in the survey
	Number of employees >>>
	0-4
	5-24
	25-99
	100+
	Total

	Agriculture/Water/Energy
	75
	17
	4
	4
	100

	Manufacturing
	39
	33
	14
	17
	103

	Construction
	74
	24
	3
	2
	103

	Financial/Business Services
	172
	64
	12
	8
	256

	Retail/Tourism/Other Services
	261
	138
	29
	41
	469

	Transport
	4
	9
	2
	3
	18

	Public Sector
	42
	58
	35
	24
	159

	Total
	667
	343
	99
	99
	1,208


Note: there were 1,226 interviews in total, the discrepancy is due to non-responses.
The ABS is a major benchmarking survey with many potential users and applications to support policy and programme development within Sussex Enterprise and among its partners.  This report seeks to highlight the key policy issues that arise from the survey, and to identify ways in which project and programme responses can be made to best fit the needs of Sussex businesses. In particular, it aims to relate the findings to the key regional development drivers, and to address ways in which the survey can inform activities and increase understanding of the current business environment.  

1.2 Policy Framework
There is a clear public policy context that informs public interventions in business support.  The assumed linkages are described in Figure 1.2, below.
Figure 1.2 Policy Framework Linkages
]
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Source: HM Treasury, ODPM, DTI (2004)’Devolving Decision Making: Meeting the Regional Economic Challenge: Increasing Regional and Local Flexibility’, in Kitson, M., Martin, R., & Tyler, P. (2005) ‘The Regional Competitiveness Debate’, AIM Research, Cambridge.
While individual firms have many competing objectives and pressures, the purpose of public intervention is therefore to address market failure in these areas, in order to assist firms to maximise their opportunities, and through this, contribute to economic development and well being.  The ABS provides an opportunity to test the assumptions upon which these policy interventions are made, and to inform the practice of business support in Sussex.
The report is therefore structured around these drivers, and:

· identifies relevant responses from the survey;

· highlights the policy issues that arise and ;

· details the perceptions of support needs by businesses.
2. Enterprise

	Policy Considerations – Enterprise



	· The number of target firms has declined over the past year.  This points to a need for addressing business confidence, and developing initiatives that encourage firms to invest in research and development and new products, as well as increase employment. 

· There remains a need to better target resources at under-represented groups.  This includes personal targeting on the basis of gender and ethnicity, and on the geographical bases of rurality and deprivation.  The rationale for these interventions is based both on the need to broaden impact, as well as encouraging the development of growth orientation

· There is a continuing need for marketing support to businesses to develop their customer base.  

· The survey points to a continuing need to support business in dealing with regulatory factors, such as health and safety legislation - viewed as “Red Tape”.




2.1 Categorisation of Firms

In earlier surveys, we have used a categorisation of firms based on their reported growth orientation and market performance.  This is based on a series of self-reported characteristics, including:
· introduction of new products and services;

· development of existing products into new markets and;

· stagnant or declining markets.

These are then related to the expected turnover of the business over the coming year.  The model is described in Figure 2.1, below.
Figure 2.1: The market segmentation framework

	 
	Turnover expectations next 12 months

	Growth Orientation
	Grow rapidly
	Grow slowly
	Stay the same or decline

	Dynamic, constantly introducing NEW products or services
	Superstars
	Medium Growth
	Low Growth

	Introducing NEW products or services in EXISTING markets
	Superstars
	Medium Growth
	Low Growth

	Introducing EXISTING products or services in NEW markets
	High Growth
	Medium Growth
	Low Growth

	Continuing to sell EXISTING products or services in EXISTING markets
	High Growth
	Low Growth
	Low Growth

	Facing a DECLINING market
	n/a
	Low Growth
	Low Growth


For the current survey, our estimate of the distribution of the business base in Sussex is illustrated at Figure 2.2.  According to these estimates, 38% of the businesses in Sussex (21,400) have high or medium growth potential.  This group is has been defined as the target market for intensive support services. 
Figure 2.2: Estimate of the target market for Sussex Enterprise services

	 
	Turnover expectations next 12 months

	Growth Orientation
	Grow rapidly
	Grow slowly
	Stay the same or decline

	Dynamic, constantly introducing NEW products or services
	2,500 (4%)
	4,200 (7%)
	600 (1%)

	Introducing NEW products or services in EXISTING markets
	1,500 (3%)
	8,200 (15%)
	3,100 (6%)

	Introducing EXISTING products or services in NEW markets
	500 (1%)
	3,100 (6%)
	1,400 (3%)

	Continuing to sell EXISTING products or services in EXISTING markets
	1,400 (2%)
	16,000 (28%)
	12,200 (22%)

	Facing a DECLINING market
	n/a
	300 (1%)
	1,500 (3%)


Base: 1,105 businesses. Note: number of businesses does not exactly sum to the business base of Sussex due to rounding and some inconsistent responses which have been taken out.  Based on 56,245 businesses (IDBR 2005).
In our subsequent analysis, we therefore group the presentation of some results into a “target” category, with breakdowns into a ‘higher growth’ category (combining superstars and high growth businesses) and a ‘medium growth’ category.  All other businesses are in the “non-target” category.
2.2 Business Characteristics

Businesses in the target market were more likely to be operating in the Financial and Business Services sector than the non-target group (44% compared with 38%) and less likely to work in the construction industry (7% compared with 12%).  
This highlights both the relevance of a sector dimension to targeting intensive support services, as well as the recognition of the fact that activities in some sectors require less physical investment and development time than in others.  For example, the product development time in the biomedical sector is significantly longer than the financial sector.
Between the 2004 and 2005 surveys, the proportion of businesses in the target market has reduced from 46% to 38%, representing approximately 4,400 businesses.  This large reduction has two roots: 
· the primary cause is that both target and non-target businesses are less likely to be involved in introducing new product lines or entering new markets in 2005 than in 2004;

· the secondary cause is a less optimistic outlook for growth.  

This suggests a specific stage in the business cycle, where business confidence falls, leading to a fall in investment. In order to address this, there is therefore a need to build confidence, encouraging firms to look to the future and invest.  An alternative, pessimistic, economic outlook has the potential to become a self-fulfilling prophecy.
2.3 Employment Generation
One of the primary reasons for supporting business is the employment that they generate. The survey provides little evidence of significant growth over the year, with:

· over two thirds of the business population in Sussex (68%) having maintained staffing levels;

· 19% of businesses expanding and;

· 11% reporting a decline in staff numbers over the last year.  

The sector that counters this trend is the public sector, which had the largest share of businesses recruiting staff in the last 12 months
. 28% of employers reported increases in the number of staff compared with 6% who reported a decline.  
Projecting forwards, higher growth businesses were almost twice as likely to expect an expansion in the number of workers they employ over the next 12 months compared with businesses expecting a medium level of growth (57% compared with 29%), and three times more likely than non-target (low growth) businesses (17%).

Expected employment change does not vary significantly with the location of the business across East Sussex, West Sussex or Brighton and Hove. 

2.4 Targeting
It is widely acknowledged that, in order to achieve a rise in the business base, there is a need to engage with groups which exhibit lower levels of economic activity, especially in terms of gender or ethnicity, as well as residents of rural areas or areas facing deprivation.
Sussex Enterprise currently reports to SEEDA on its engagement with female and ethnic-minority controlled businesses and organisations.  Female-controlled businesses
 account for just over 7,000 Sussex businesses (12.5% compared with 12.3% nationally) compared with around 1,200 (or 2.1%) that were controlled by individuals from minority ethnic communities (8.9% nationally).
  Minority ethnic residents account for 9.1% of the population of England and 3.4% of the population of Sussex (Census 2001).  Therefore Sussex would appear to be performing relatively poorly in this respect.
The survey found a correlation between female-run businesses and higher growth orientation, although this could possibly be explained by the general trends for the sectors in which they are involved (Figure 2.3). 
Figure 2.3: Female ownership and control, by sector 
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Base: 993 businesses.
There is also tentative evidence that mixed management structures are more likely to display innovative behaviour, (38%) compared with female (32%) and male controlled businesses (28%).
  

A greater proportion of the business base in urban parts of Sussex exhibits high and medium growth orientation than in rural areas.  40% of businesses in urban areas are in the target market compared with 30% in rural areas
. West Sussex contains over half of all high and medium growth businesses.  Taken together, this is likely to mean that intra-regional disparities in economic performance will continue to widen unless action is taken to boost the performance of rural businesses or to attract new businesses to the area.  

2.5 Constraints on Enterprise
The ABS asked respondents to name the most important constraint on the ability of their organisation to improve its competitiveness or efficiency at the site interviewed.

Figure 2.4: Business Constraints 

	 
	Constraint
	Main constraint

	
	2004 survey
	2005 survey
	2004 survey
	2005 survey

	Lack of new customers
	31%
	35%
	16%
	18%

	Red tape/legislation
	41%
	44%
	13%
	15%

	None 
	11%
	11%
	14%
	13%

	Lack of funds for expansion
	29%
	30%
	11%
	11%

	Poor transport infrastructure or traffic congestion
	27%
	32%
	10%
	10%

	Difficulty recruiting staff
	21%
	27%
	8%
	9%


Base: 1080 businesses.  All other responses <5% as the major constraint.
The most frequently reported main constraint in this year’s survey was the lack of new customers, cited by 18% of all businesses. This has been the top answer every year in the ABS, suggesting an ongoing need for business support in this area.
However, the most widespread constraint on businesses is the impact of regulation, sometimes referred to as “red tape”.  Businesses were more concerned with red tape than in last year’s ABS.  Businesses in the agriculture, water and energy sector (44%) and construction sector (24%) were most affected by red tape constraints (compared with the average of 15%).  The national survey for SBS
 suggested that the cost and time involved in complying with health and safety legislation is the biggest barrier.  This suggests a need for additional support in this area.
Although many businesses mentioned that a lack of funds for expansion was a constraint on business growth, Section 6 of this report shows that the majority of businesses seeking finance were successful in obtaining investment (80%).  
Almost one in every ten businesses (9.8%) mentioned poor transport infrastructure as a major constraint on their business.  More than half (55%) of businesses in East Sussex considered the transport infrastructure to be a constraint on the performance of their organisation (32% for Sussex as a whole). Almost a third of respondents in East Sussex considered road congestion as the most significant barrier, with the same proportion also highlighting parking restrictions as a problem.
The proportion reporting difficulty recruiting staff as a constraint on their business has increased from 21% to 27%, however it has remained approximately stable in terms of its rating as a main constraint.

Interestingly, around 13% of respondents felt that the poor quality of business support acted as a constraint on their organisation improving its competitiveness or efficiency, and around 2% cited this as the most significant constraint faced.  This reflects both a challenge and opportunity for Sussex Enterprise and particular organisations.

3. Skills
	Policy Considerations – Skills



	· Skills are viewed by many firms as a derived demand – there is a requirement to provide support and resources that both accommodate this understanding, yet target on the specific need.

· The balance between the recruitment of skilled staff and the training of existing staff should be explored as a priority within the Skills Advisory Service. 

· Recruitment and training are generally controlled at business unit level, meaning that any support is appropriately delivered by local agencies.




3.1 Skills Prioritisation
Skills, both within the business workforce, and in proprietors, are a major component of business development.  However, the survey elicited very mixed messages over the level of priority given by companies.  For example, while 15% of businesses saw raising business skills level as a priority need, very few businesses in the target market considered the improvement of staff training and skills as a key element of their growth strategy while no low growth businesses considered this as a key element. 
It is difficult to square the circle of such responses. The most likely explanation is that firms consider skills as a derived demand to support the achievement of other business objectives, rather than an objective in itself, which in turn becomes a major factor for business support.  
This in itself points to a major issue for public intervention, since many of the support products available are structured upon labels such as “skills”, “innovation” or “investment”.   This response is in itself a critique of the model proposed at the beginning of this paper, that proposes just such a segmentation, and strengthens the argument for a more seamless approach to business support built on the Skills Advisory Service, delivering services that are tailored to specific business needs, rather than the policy “silo” that some funding programmes occupy.  Equally, however, it points to an issue for businesses, in that they need to acknowledge skills issues in a more consistent and strategic manner, in recognition of their key role in the business development process.
Skills therefore appear to occupy a specific place in the psyche of business – as an important driver, but one that is not always addressed directly, for example through recruitment, rather than training.  This is supported by evidence from the National Employers Skills Survey (2003) which shows that over 70% of South East businesses that report skills gaps among their staff state that this is in part because these employees were only recently recruited or lack relevant experience
.  This poses an important dilemma for support agencies.  
3.2 Survey Responses
The most cited priority among businesses in Sussex employing between 5 and 99 staff was improving the skill levels of the existing workforce, while recruiting skilled staff was the highest priority growth enabler among larger firms.  However, it is also important to note that many businesses believe that staff development issues can be resolved without the need for support.

Overall, 27% of firms saw staff recruitment as a constraint, although only 7.3% regard the recruitment of skilled staff as a priority.  This again points to a paradoxical approach that identifies a need, yet fails to see a requirement to address the need.  It has to be noted that within this, there are local variations, with East Sussex businesses being more likely to prioritise the development of skills within their workforce.
It is certainly the case that Sussex businesses have local control over these issues.  Even in multi-branch businesses, staff recruitment and training decisions are most frequently taken at the local branch level.
4. Innovation
	Policy Considerations – Innovation



	· There is a significant group, making up around a quarter of the target market, that wish to expand rapidly their business. Consideration should be given to ways in which this group can be engaged and supported to develop further their business activities.

· There is slow but steady growth in higher level e-commerce activity in Sussex firms.  This needs to be further developed in order to ensure that it impacts directly on processes and contributes to value added – effectively moving companies up the e-enablement ladder. 

· There is little evidence that the existence of branch businesses acts as a constraint on innovation generally.  The majority of Sussex businesses have local decision makers.



4.1 Management Intentions
Recent studies have suggested that it is the motivation of senior managers that has most bearing on its operations and behaviour, rather than the sector, size of company or other factor.
  The ABS generally supports this proposition, as Figure 4.1 shows, although it has to be recognised that it is this very growth orientation that defines a target business.  Additionally, it is clear that many of the responses to questions varied significantly by growth segment.

Figure 4.1: Main aim of senior management 

	 
	Target Market
	Non-target market

	Rapidly expand or grow the business
	23.5%
	2.0%

	Steadily grow the business
	64.3%
	51.0%

	Maintain current performance
	9.6%
	40.1%

	Manage a decline in business
	0.9%
	5.8%

	None of these
	1.7%
	1.0%

	Total 
	100.0%
	100.0%


Base: 948 businesses.
Businesses that stated their main management aim as being ‘to rapidly expand or grow’ were more likely to be found in the financial and business services sector (14% compared with 10% for all sectors).  Businesses in the agriculture, water and energy sector were the most likely to have the aim of maintaining current performance or managing a decline.   
Figure 4.2 below sets out the responses by sector.  This shows that a greater proportion of financial and business services companies are aiming for fast growth.  Businesses in the agriculture and construction sectors are most likely to be aiming to maintain current performance.
Figure 4.2: Main aim of senior management, by sector
	 
	Rapidly expand or grow the business
	Steadily grow the business
	Maintain current performance
	Manage a decline in business
	None of these

	Agriculture/Water/Energy
	5%
	37%
	47%
	5%
	5%

	Manufacturing
	7%
	59%
	32%
	3%
	0%

	Construction
	4%
	46%
	45%
	3%
	3%

	Financial/Business Services
	14%
	57%
	23%
	4%
	2%

	Retail/Tourism/Other Services
	8%
	55%
	31%
	4%
	2%

	Transport
	7%
	71%
	21%
	0%
	0%

	Public Sector
	9%
	48%
	34%
	3%
	5%

	Total
	10%
	55%
	29%
	4%
	2%


Base: 1178 businesses
Increasing company turnover, market share and profitability were the most commonly mentioned key elements of growth strategy within Sussex businesses (Figure 4.3).  It is interesting to note that there is little overall difference in the ranking of priorities according to growth category, although as target businesses are more likely to mention each factor, the data suggests that higher growth businesses are pursuing more business objectives at the same time.

Figure 4.3:   Key aspects of growth strategy 
	 
	All Target Market
	Higher growth
	Medium Growth
	Non-Target

	Increase turnover
	28%
	26%
	30%
	19%

	Increase market share
	23%
	25%
	22%
	14%

	Increase profitability
	15%
	14%
	16%
	10%

	Increase productivity
	10%
	6%
	12%
	6%

	Raise the value added of goods and services
	9%
	11%
	9%
	6%

	Improve staff recruitment and/or retention
	6%
	10%
	4%
	3%

	Improve advertising/marketing/raise awareness 
	5%
	6%
	5%
	3%

	Reduce Costs
	5%
	6%
	5%
	3%


Note: percentages do not sum to 100 as the question allowed multiple responses.  All other responses less than 5%.

Base: 948 businesses.
Expanding marketing activities is by far the most common growth strategy to be pursued, irrespective of the management aim.  Those businesses seeking to increase market share were more likely to be intending to research new UK, rather than external, markets.
4.2 
Use of Internet and e-commerce

Much innovation is driven by technology.  The most significant technological impact over recent years has been caused by increased use of information and communications technologies (ICT).

The Department of Trade and Industry has developed a ‘ladder of e-enablement’, which helps to visualise the extent of internet connection and the degree to which businesses can trade on-line.  The ladder uses five levels, each symbolising a progression in internet utilisation. Figure 4.4 below summarises responses in both the 2004 and 2005 surveys to illustrate developments over the past year.
The first rung at the bottom of the ladder requires a business to be able to access the internet, something which more than four fifths of Sussex businesses do.  At the top of the ladder, one in ten Sussex businesses possess a seamless, integrated on-line process encompassing ordering, invoicing and payments.
Figure 4.4: Ladder of e-enablement for Sussex businesses 2004 & 2005
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Base: 1226 businesses.
Businesses with higher levels of e-commerce activity (Level 3 and above) were more likely to have other parts of the UK, Europe or the rest of the world as their main market, and be in the manufacturing, finance and business or transport sectors.  There was little difference in the e-commerce ability of rural and urban based businesses, perhaps reflecting the improved broadband availability in rural Sussex.
The 2004 ABS suggested that businesses had become increasingly sophisticated in their use of internet capabilities, with dramatic increases in on-line electronic ordering and payment facilities over the previous year (respective increases of 19% and 11%).  The 2005 Survey suggests that the proportion of business with these facilities was sustained in 2005, with 2% more businesses able to receive electronic payment and a decline of 1% in the proportion of businesses with electronic order facilities.

Recent years have therefore seen a dramatic increase in take-up of e-commerce by Sussex businesses.  It is probably most sensible to see these businesses as consolidating this year, so we would not expect to see them making further progress ‘up the ladder’ so soon.  This year’s survey also found tentative evidence of a ‘new wave’ of adopters, with the proportion of businesses with internet access and their own websites increasing by 8% and 7% respectively on the previous year.   

It seems possible that there may eventually be a ‘natural’ limit, both to the number of businesses for whom it is sensible to go on-line, and for the degree of sophistication of internet use that makes business sense.  This is because ICT usage in itself does not add value.  This will only be the case if the technology is harnessed to improve business processes.  Accordingly, this year’s ABS asked additional questions of businesses with the ability to receive electronic orders and/or payment (Level 3+), to gauge the impact of on-line trading.
Figure 4.5: Impact of on-line trading 

	 
	Major impact
	Some Impact
	No Impact 

	Increasing market share/turnover
	27%
	28%
	45%

	Expanding geographical reach
	26%
	21%
	53%

	Influencing the nature of products and services
	19%
	30%
	51%

	Affecting the structure or organisation of the business
	16%
	28%
	56%

	Requiring you to improve staff IT skills
	15%
	28%
	57%

	Influencing supplier networks/relationships
	14%
	32%
	53%

	Increasing your use of postal/courier services
	10%
	23%
	68%


Base: (664) - All businesses with the capability to receive electronic orders or payments. 

Businesses rated impact on a scale of 1-5; “no impact” = 1, “some impact” = 2-3, “major impact” = 4-5. 

”Don’t knot’s” have been assumed to imply that there was no impact on that aspect of the business.  

In those businesses where there has been no impact on the way the business is structured internally due to on-line trading, 83% have also seen no impact on sales.  By contrast, where there has been a major impact on internal business structure, two thirds of businesses reported a major impact on sales.  There was also a strong association between increased sales and those firms that had implemented changes in their products and services, or supply networks.

For businesses looking to increase their customer base and considering increasing their e-commerce activity as a means of achieving this, the survey suggests that it can have a major impact providing that it is part of a coherent e-commerce strategy addressing all areas of the business.  

This year’s survey suggests that e-commerce and the internet is principally being used as a way to expand the customer base, with the impact on processes less dramatic in many businesses.  

However, for the majority of businesses, the impact on the customer base is relatively small (Figure 4.6).  More than two fifths of businesses (43%) with the ability to receive orders or payments electronically obtain 1% or less of their income through on-line orders (equal to around 23% of all businesses).  

Figure 4.6: Proportion of turnover received through on-line ordering
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Base: (664) All businesses with the capability to receive electronic orders or payments.
Taken together, the evidence suggests an opportunity to provide significant assistance to Sussex businesses in making the most of the potential of e-commerce and ICT.  In more than 50% of cases, Sussex businesses’ use of e-commerce and the internet is not influencing the nature of products and services, supplier networks/relationships or affecting the structure or organisation of the business.  
It is not possible to identify specific market segments to follow up from this survey that need help to make the most of the internet due to sample sizes (furthermore it seems to affect all sectors), and this may be best achieved by identifying individual businesses through some form of questionnaire or short diagnostic.  However, any service would seem best targeted at helping businesses to progress from level 3 to level 4, where ‘real’ e-commerce begins (arguably).
4.3 Business Autonomy

Local control is likely to be significant factor allowing for innovation.  While the majority of businesses are single site operations, a significant number are either head office or subsidiaries of a multi-site company. This is especially the case for firms with over 10 employees (Figure 4.7).
Figure 4.7: Autonomy of Sussex businesses by size band (number of businesses)

	Status
	Employee size band

	
	1 to 9
	10+

	Single site company
	38,500
	81.6%
	5,000
	55.1%

	Head office of multi-site company
	3,700
	7.9%
	1,600
	18.1%

	Branch of a local company
	1,300
	2.7%
	600
	6.5%

	Branch of a national company
	3,500
	7.5%
	1,700
	18.8%

	Branch of an international company
	200
	0.3%
	100
	1.4%

	Total
	47,200
	100%
	9,050
	100%


Base: 1226 businesses.  Estimates based on the total no of businesses in Sussex being 56,245 (IDBR 2005).  Numbers in table have been rounded. 
This year’s survey asked about the degree of control over decision making that the respondent had in various areas of their business. It was assumed that both single site businesses and head offices would have complete control over every aspect of their business.  These respondents were therefore not questioned, leaving around 10% of business units in Sussex (grossed up equal to 7,500 businesses) in the sample.
Figure 4.8: Degree of control over aspects of the business operation (%)

	 
	No control
	                                            Complete        

                                                control

	 
	1
	2
	3
	4
	5

	Business Planning & Marketing
	20%
	13%
	19%
	16%
	31%

	Choosing suppliers
	33%
	9%
	14%
	15%
	28%

	Managing business finances, loans etc
	54%
	6%
	11%
	4%
	25%

	Seeking business advice or support
	30%
	7%
	28%
	12%
	23%

	Recruiting staff
	9%
	5%
	14%
	18%
	55%

	Identifying training needs and solutions
	3%
	7%
	21%
	15%
	55%


Base: (148) Multi-site branch businesses only.

The evidence shows that staff recruitment and training decisions are most frequently taken at the local branch level.  Access to finance was more likely to be decided elsewhere.  There is no evidence over local control over research and development or new product development control by this group of companies, although it is likely that this will be broadly related to “Business Planning and Marketing”.  Consequently, the innovation driver will be coming from outside the sub-region, and be less subject to influence by, or support from, local agencies.
5. Competitiveness

	Policy Considerations – Competitiveness



	· There is a need to encourage greater export orientation among Sussex firms, both outside the local region and the UK.

· The acknowledged need for marketing support reinforces other messages from the survey. 

· The relatively low priority on research and development places further emphasis on the innovation agenda as a driver for competitiveness.



5.1 Markets
The key to competitiveness is access to wider markets.  Almost half (49%) of target firms only trade within Sussex, and only 6% have target markets outside the UK. 

Around 18% of all businesses in Sussex reported their main market to be UK wide and 5% principally operate in the export market (compared with 4.2% for UK businesses as a whole
).  Innovative businesses (those either introducing new products into new markets or exiting products into new markets) were more likely to be serving wider markets than non-innovative businesses.
Figure 5.1: Location of Main Market
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Base: 948 businesses
Businesses in East Sussex are most likely to operate locally (49% compared with 45% in West Sussex and 39% in Brighton & Hove) while businesses located in Brighton and Hove are more likely to serve wider, regional (21%), UK-wide (21%) and international markets (7%).   
5.2 Business Priorities

Businesses were asked to identify the most important factor for improving their competitiveness or efficiency, and where they required support.
Figure 5.2: Priorities for improving competitiveness
	Priority
	Priority for

(% of businesses)

	Improving or expanding marketing activities
	23%

	Raising the skill levels of the existing workforce
	15%

	New product/service research and development
	9%

	Identifying or researching new markets in the UK
	8%

	Recruiting skilled staff
	7%

	Improving strategic planning
	7%

	Identifying or accessing funds for expansion
	5%


Source: ABS 2004, all other responses less than 5%. - Base: 1226 businesses.
Clearly linked to the analysis in the previous section, improving or expanding marketing activities is by far the most common priority for businesses in Sussex.  The secondary priority is increasing workforce skills levels.

Improving marketing is more common among Sussex Enterprise target businesses than non-target businesses (30% and 20% of businesses respectively), and is particularly important to the financial and business services sector and in small businesses (with fewer than five staff).
Among higher growth businesses the proportion prioritising the development of new products and services rises to 15%, indicating a greater proclivity for innovation.

6. Investment

	Policy Considerations – Investment



	· Around a third Sussex businesses required additional investment over the past year, generally for working capital/cashflow.  This was seen as a significant business constraint, and may point to a capital funding gap.

· Of those accessing finance, 70% went to banks, rather than other providers, for example investors, or CDFAs.

· Greater liaison with banks as the major providers of business finance, may be of assistance both to businesses and the financial providers themselves.  The findings point to scope for further development of the brokerage service in this area.



6.1 Introduction

Issues of financial access have always been raised as significant issues within the ABS.  It is possible that this indicates of a gap in the capital market between bank and risk finance, that remains a continuing issue in business development. For example, the SBS national survey found evidence that the difficulty obtaining finance was significantly greater for sums between £25,000 and £250,000.  

The 2005 survey enquired into access to finance issues in greater detail than earlier years.
6.2 Access to Finance

Access to finance is a constraint for 30% of Sussex businesses, and was the third most important major constraint (mentioned by 11% of businesses).  
The survey found that 17% of Sussex businesses had tried to obtain finance in the previous 12 months.  A quarter of those seeking finance had applied on more than one occasion in the last 12 months.  Businesses in the manufacturing sector were most likely to have sought finance in the last 12 months (26%), while construction businesses were least likely (11%).

The national survey for SBS suggested that the two reasons most frequently cited for seeking finance were for: 
· working capital/cashflow (34% overall, and higher for smaller businesses) and; 

· capital equipment/vehicles (32% overall, and particularly in the construction sector).
  

Figure 6.1: Types of finance sought 

	 
	%

	Bank Loan 
	45%

	Bank overdraft 
	25%

	Grant 
	12%

	Mortgage for property purchase or improvement
	5%

	Leasing or hire purchase
	4%

	Loan from a community development finance institution
	3%


Base: 217 businesses.  All other responses 1% or less.

The majority of businesses seeking finance were successful in obtaining investment (80%). Where there were problems:

· half were unsuccessful in obtaining any finance;

· approximately a quarter (27%) were successful in obtaining partial finance and;

· a further quarter (24%) obtained full financing, but encountered difficulties.  
The survey suggests that Sussex Enterprise can best help by assisting with business planning and by providing advice about the potential sources of finance available.
7. Support
	Policy Considerations - Support



	· While Sussex Enterprise is the preferred source of business advice, somewhere between 60-70% of those seeking advice will go elsewhere.

· There is significant scope to increase market penetration for advice and support – the ABS suggests a pool of c.19,500 businesses in the target market, of which Sussex Enterprise works with 15%.

· There may be a branding issue to be addressed over Business Link/Sussex Enterprise/Chamber of Commerce at the local level.
· A significant minority (15%) feel that business support organisations do not understand their business – this points to a need for improvements in marketing and presentation by support organisations.



7.1 Introduction

The business support service offer from Sussex Enterprise and its partners assumes a readiness of businesses to utilise this.  The ABS consequently examined: 

· the propensity of businesses to use such support;

· in what areas this support is required. 
7.2 Advice and Support
Those businesses that mentioned a priority growth factor were asked if they considered this to be an area where their organisation could benefit from business support or advice, and subsequently whether they plan to seek business advice or support in this area in the next 12 months.

Of those businesses identifying a priority factor for improving competitiveness or efficiency, slightly less than half (47%) felt they could benefit from advice on the issue (this equates to 42% of all businesses).  An analysis of growth priorities against whether or not businesses felt they could benefit from advice or support reveals some interesting results (Figure 7.1).

Figure 7.1: Whether business felt it could benefit from advice 
	Most Important Priority for improving competitiveness or efficiency
	% who believe they could benefit from advice

	Identifying or researching new markets in the UK
	62

	Improving strategic planning
	55

	Improving or expanding marketing activities
	54

	Identifying or accessing funds for expansion
	53

	Recruiting skilled staff
	48

	New product/service research and development
	35

	Raising the skill levels of the existing workforce
	32


Base: 470 businesses.  
For each of the priority areas for improvement, many businesses recognise that they could benefit from business advice.  However, this proportion ranges from nearly two in three for identifying new markets to only one in three for raising the skill levels of the existing workforce.  

High and Medium growth businesses (in the target market) were more likely to believe that they could benefit from advice (59% compared with 45%), as were female controlled businesses (57% compared with 47%).

Of those businesses which believed that they could benefit from advice on their priority growth factor, only 62% claimed they planned to seek advice over the next 12 months (equal to around 19,400 businesses or 26% of all businesses).  A greater proportion (38%) of all target market businesses plan to seek advice (accounting for 66% of those who felt they could benefit from advice).  There were no discernable differences by sector.

Having identified those businesses which plan to seek advice on their priority growth enablers over the next 12 months, the survey then asked respondents where they intended to go for advice or support.  Figure 7.2 below shows the most likely sources of advice for businesses planning to seek advice over the next 12 months. 

Figure 7.2:
Likely Sources of Advice or support
	 Intended source of advice
	% of all businesses who plan to seek advice/support

	Sussex Enterprise/Chamber of Commerce/ Business Link
	31

	Other business support agency
	10

	Other managers/business owners

Other businesses/people in the same trade
	11

	A Sussex college/ University / Other learning provider
	8

	DTI/SBS/other government
	8

	Trade/business association
	7

	Friend/family
	6

	Local authority
	5

	Bank manager / Accountant
	5

	Internet
	4

	Internally/in house
	3


Base: (287) All businesses that intend to seek advice/support.
Up to three in ten (31%) of businesses that plan to seek advice or support over the next 12 months intend to go to Sussex Enterprise (some of these respondents may have been referring to one of its affiliates or a local Chamber of Commerce).  An additional 10% identify another business support agency as the likely source.  It is possible that in some cases this 10% may reflect confusion about the organisation and branding of business support services in Sussex.

The intended source of advice and support differs by priority.  Unsurprisingly, bank managers are more commonly cited by those wishing to identify or access funds for expansion; and colleges and learning providers are more commonly cited by those seeking to raise the skill levels of the existing workforce.  

Sussex Enterprise was most commonly cited as the intended source of advice and support for those businesses whose growth priority is to improve or expand marketing activities (the most commonly cited growth priority). The other main priority areas in which Sussex Enterprise was most commonly cited as the intended source of advice and support were in: 
· identifying new markets in the UK;

· recruiting skilled staff and;

· identifying or accessing funds for expansion.
Given that more than a third of those businesses that think they could benefit from advice on their priority growth enabler do not plan to seek advice, there is a clear need for Sussex Enterprise and partners to take a proactive approach to promoting their services, and ensuring that there are a number of flexible routes to access support.
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�  In terms of reported numbers in the survey, it was in fact the transport sector had the highest proportion, but the sample size was too low to be reliable.


� Respondents were asked about the proportion of partners/directors in day-to-day control of the business that were female and from minority ethnic groups.


� SBS Annual Survey of Small Businesses: UK 2003, (IES 2003).  


�  The sample sizes were too small to draw any firmer conclusions.


�  Based on the DEFRA classification of rural and urban areas.  Rural areas are considered to comprise ‘Town & Fringe’, ‘Village’, ‘Hamlet and Isolated Dwellings’.


� ibid


� SEEDA (2005, Forthcoming) ‘Examining variations in reported skills gaps and employer purchasing behaviour’, research undertaken by Step Ahead Research.


� The DNA of small and medium businesses in the UK’ , Cranfield School of Management, 2004; 


Sussex Enterprise ABS Report 2004.





� SBS Annual Survey of Small Businesses: UK 2003, (IES 2003).


� Ibid.
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