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Introduction: 
 
This economic strategy follows on from the “Open for Business” regeneration strategy for 2001-
2005 and contributes to the Local Strategic Partnership’s vision for 2020 which is to have: 
 
“A progressive Island built on economic success, high standards and aspirations and a 
better quality of life”.   
 
The strategy follows considerable consultation through the process of agreeing our priorities for 
the Local Area Agreement (LAA) during 2005, a new survey of Isle of Wight economic 
performance by Experian and by the development of a new South East Regional Economic 
Strategy (RES) from 2005 to 2006.  The bibliography contains further information about these 
activities and policies.  
 
During the course of developing our updated strategy, many people have contributed to our 
understanding of local economic issues and to the debate about our strategic priorities and we 
would like to thank everyone who took the time to contribute. The organisations which have 
been consulted include the Isle of Wight Chamber of Commerce, Tourism & Industry, Isle of 
Wight Tourism, the Isle of Wight Federation of Small Businesses, the Isle of Wight Rural 
Community Council, the Isle of Wight College, the Quality Transport Partnership, Officers of the 
Isle of Wight Council, Business Link Hampshire & Isle of Wight, the Isle of Wight Learning 
Partnership, the Learning & Skills Council and SEEDA.   
 
This paper should be used to inform the ongoing development of local policies and actions by 
both public sector and private sector organisations.  Our Action Plan describes a range of 
strategy-supporting activities but the list is not exhaustive and new or improved actions are likely 
to be required over the next five years.  
 
Finally, much can be achieved in five years – just look at the changes we have experienced in 
the last five.  Let us grasp the challenge.  We need to nurture and attract the talent required to 
lead and manage the changes that will be necessary to achieve the growth we are seeking.  We 
need to focus on how every organisation and each one of us can contribute to creating more 
value, how we can do this in a sustainable way and look forward to greater, sustainable 
prosperity.  
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Key Terms & Abbreviations 
 
 
Term Abbreviation Definition 
  Full Time Equivalent Job. 
Full Time Equivalent Job FTE In order to make a fair comparison of the 

employment that a sector generates, Part Time 
jobs are counted as 40% of a Full Time Job.  This 
creates a count of Full Time Equivalent jobs and is 
generally used to make comparisons between 
sectors. 

Gross Value Added GVA This is a measure of output in terms of value 
added.  GVA measures the value of economic 
activity as the sum of employee remuneration, 
profits before tax and investment. For the economy 
as a whole, a statistical adjustment is also made to 
allow for the value of property and financial 
services. 

Gross Weekly Pay  Average Gross Weekly Pay is taken from the 
Annual Survey of Hours and Earnings (ASHE).  
The figure used is the mean (not median) average 
for Full Time Jobs in Island places of work.  

International Labour 
Organisation 

ILO The ILO uses a research-based measure of 
unemployment whereby people are asked if they 
are in or out of work and whether they are actively 
seeking work.  This measurement reveals a larger 
number of people who are actively seeking work 
than the JSA Claimant count. 

Job Seekers’ Allowance JSA Many unemployed people seeking work are 
entitled to claim a Job Seeker’s Allowance and the 
number of Claimants is the most frequently used 
measurement of unemployment.  But see 
International Labour Organisation. 

Output GVA In this document, output is measured as Gross 
Value Added.  An alternative output measurement 
is Gross Domestic Product (GDP) but we do not 
use that measurement in this paper. 

Productivity GVA/FTE This measures GVA per Full Time Equivalent Job. 
Prosperity / Wealth 
Creation 

GVA/Head In economic terms, this is measured as £ GVA per 
Head (every person in the population). 

Unemployment JSA or ILO There are two methods of estimating 
unemployment:  the number of people claiming Job 
Seekers’ Allowance or the ILO estimate of the 
number of people actively seeking work.  Not 
everyone who is eligible for JSA claims it, nor is 
everyone who is seeking work eligible for JSA.   
The ILO estimate is helpful for assessing the full 
size of the available workforce. 

. 
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Executive Summary 
 
The Isle of Wight economy has experienced impressive growth over the past 5 years. Output, 
measured as Gross Value Added (GVA) rose from £1 billion to £1.4 billion.   Our wealth creation 
rate (GVA per Head of population) increased by 22% from £8,400 to £10,270 and our 
productivity rate (GVA per Full Time Job) increased by 8% from £26,690 to £28,890. 
 
In total, 9,866 net new jobs were created, of which 3,094 were self-employed, 3,635 were full 
time jobs and 3,137 were part time. This equates to 7,984 Full Time Equivalent (FTE) jobs.  At 
the same time, the average annual unemployment rate (Job Seekers’ Allowance claimants) fell 
from 4.8% to 2.3%.  
 
In response to increased economic opportunity, the population of the Island grew by 8,000 to 
138,000 persons.  This is a faster rate of growth than either the UK or the South East region and 
our housing stock increased by 2,000 over the last 3 years. The working age population 
segment grew fastest - by 6,000  to 79,000.  The percentage of working age people who are 
economically active also increased from 77% to 79%.  
 
Our average gross weekly wage grew by 24% from £328 to £406, but we did not close the 19% 
gap with the UK average (£498) or the 23% gap with the SE average (£529). 
 
Workforce qualifications increased at all levels but we have not yet caught up with the UK or the 
SE at NVQ3 level and higher.  In particular, we fall behind at the graduate level, with only 21% 
of our workforce having NVQ4 or higher levels of education.  Local schools performance at the 
GCSE level has remained fairly constant at a 44% Grade A-C pass rate (2004), some way 
behind the English average of 54%.  
 
We have also lagged behind the South East in broadband take-up - a technology that can help 
us to overcome some of the additional costs of an island economy – although this was initially 
due to the later arrival of ADSL-enabled exchanges on the Isle of Wight.  The most recent 
figures suggest we are connecting to broadband at the national average but we have not yet 
fully exploited this technology in helping us to do our work more effectively or more 
competitively. 
 
Against this background of economic growth, there have also been substantial changes to our 
industry structure.   
 
Manufacturing continues to be our most valuable sector in terms of output and is the second 
largest sector for FTE jobs.  This is despite considerable re-structuring and job losses in the 
Transport Equipment, Electrical and Optical Equipment and Metals manufacturing sub-sectors.   
Chemicals, Machinery & Equipment and Minerals, on the other hand expanded rapidly over the 
past 5 years, with much of the growth spearheaded by composite materials businesses. 
 
Retailing, Construction, Business Services and Other Financial & Business Services have all 
seen tremendous growth, while the Hotels & Catering sector has seen significant decline in both 
output and jobs.  Health continues to be an important sector for jobs, as does Other Services – 
a sector comprised of a variety of social, leisure and sports-related businesses.  Public 
Administration & Defence, it should be noted, has moved from 5th to 8th position in the Top Ten 
sectors as more private sector activities have moved to the top.  Finally it should also be noted 
that the productivity of the Agriculture, Forestry & Fishing, sector has declined to a mere 
£12,120 per FTE.  Given that much of our highly desirable environment is managed by this 
sector and this is a key component of our tourism offering, this is a development that needs 
further review. 
 
Tourism is not a sector but an activity that makes a substantial contribution to a number of 
sectors, in particular Hotels & Catering, Retail, Transport and Other Services.  The Tourism 
Development Plan indicates that total Tourism spend is about £360 million a year including 
travel to the Isle of Wight.  It should be noted that this is turnover rather than a value-added 
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measurement (GVA).  See the Bibliography for a link to the Tourism Development Plan which 
has a wide range of information about Tourism on the Island. 
 
Compared to the UK and SE, our overall wealth creation rate still lags well behind.  Higher 
levels of retired population, a lower rate of economic participation, a higher proportion of Part 
Time jobs and somewhat higher levels of unemployment all play a part in our lower performance 
but, by far the most important factor, is our lower level of productivity in every sector.  In 
addition, proportionately more of our jobs are in lower productivity sectors such as Retailing, 
Construction, Health, Hotels & Catering and Education. If we could achieve the South East’s 
working age population percentage, economic activity rate, unemployment rates and Full Time 
to Part Time jobs ratio, we would increase our GVA/Head from £10,278 to about £12,225.  If we 
also increased our average productivity rate (£28,895/FTE job) to the SE rate (£38,963 per FTE 
job), our GVA/Head would increase much more dramatically to £16,589. 
 
Experian forecasts our productivity rate to rise to £33,466/FTE job by 2011 but if we want to 
close the gap with the UK, we will have to aim higher than this.  This may be a long reach but if 
we continue to nurture and attract talented people, encourage high value businesses to grow 
and prosper on the Isle of Wight, ensure that we continue to develop the right skills for higher 
productivity, drive down our costs, use technology to gain competitive advantage and 
encourage creativity in order to compete globally in every aspect of our economy, we can 
exceed expectations.  
 
Our strategy to improve productivity dovetails with the South East regional economic strategy 
(RES).  The RES has three overarching objectives:  to maintain global competitiveness; to 
achieve “smart” growth and to achieve sustainable prosperity.  The RES also identifies six 
drivers for delivering “smart” growth:  Enterprise; Innovation; Competition; Skills; Infrastructure & 
Investment and Employment.   
 
The key points of our strategy in relation to these objectives and drivers are: 
 

1. To increase our global competitiveness by: 
a. Keeping international businesses on the Isle of Wight 
b. Encouraging more businesses to compete internationally and increasing our 

awareness of global opportunities and threats 
c. Attracting more successful international businesses to the Isle of Wight 
 

2. To accelerate Smart Growth on the Isle of Wight by: 
a. Encouraging increased entrepreneurial activity, especially by entrepreneurs 

in high value sectors, typically those commercialising technology and 
knowledge. 

b. Encouraging ongoing innovation; increased investment in R&D and 
establishing much closer ties with universities and other institutions of research 

c. Encouraging increased competition by enabling sector renewal, improving 
leadership and promoting the advantages of the Island  

d. Improving the skills of our workforce by providing world-class training 
provision;  encouraging employers to invest more in developing their workforce 
and themselves; encouraging higher aspirations and recruiting the best talent 
available 

e. Developing a globally competitive infrastructure in terms of transport, 
business and residential accommodation, and public services including 
education. 

f. Continuing to create jobs – especially highly paid jobs - so that average wages 
can be increased, unemployment can be reduced further and the level of 
economic participation of both working age and retired people can be 
increased.  

 
3. To ensure our growth is sustainable by: 
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a. Ensuring new commercial and residential developments incorporate low-carbon 
technologies and building methods including use of renewable energy 
technologies 

b. Encouraging the production and usage of renewable energy on the Isle of 
Wight and establishing the Island as a centre for renewable energy research 
and development 

c. Ensuring appropriate investment in utilities and water conservation 
d. Ensuring residential and employment zones are well served by public transport  
e. Reducing waste and increasing waste recycling – especially commercial waste 
f. Maintaining a balance between development and our outstanding natural 

environment assets 
 
Our strategy is backed up with an Action Plan that includes actions that have been prioritised in 
the Economic Development Block of our Local Area Agreement as well as others that will 
contribute to our overall strategy.  Organisations with responsibility for the delivery of these 
actions have also been noted in the Action Plan.   
 
Finally our success will depend on how effectively we can harness and apply the limited 
financial and human resources available to us. To achieve more, we must all work to the same 
strategy and collaborate to maximise our individual effectiveness.  
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Economic Context 
 
International 
 
Globalisation is having a very significant influence on the world economy and the Isle of Wight is 
no exception.  Island manufacturers now have to assume that they will be measured against 
competitors in many countries and regions of the world. Spain, Eastern Europe, North America, 
India, China, are just a few of these.   Many of our competitors have very much lower labour 
costs than us, so we will increasingly have to win business by being more innovative, more 
reliable, faster, offering more useable and attractive designs.  We may have lower average 
wages on the Island than in the South East overall but, even so, we will not be able to compete 
with places such as Eastern Europe, India and China on this point alone.  In any case, we are 
seeking to raise wage levels on the Isle of Wight.    
 
Island tourist businesses, similarly, have to compete with thousands of beautiful destinations 
around the world for a share of the global tourism market that is becoming increasingly 
internationalised as air travel becomes much more affordable. 
 
On the other hand, as the European Union expands, we are also seeing significant labour 
movements from low-wage EU countries to the wealthier countries.  In many instances, this is 
providing employers with a more highly skilled workforce for the same employment costs.  In 
recent years, the market gardening and hotels and catering sectors on the Isle of Wight have 
been major beneficiaries of this trend.   
 
Being globally competitive will continue to drive economic successes and failures of the Island, 
and we must ensure that we can compete successfully at that level. 
 
National 
 
Compared to the Eurozone, the UK economy has been a strong performer since the recession 
of the early 1990s.  Over the past 5 years (1999-2004) the average annual UK growth rate was 
2.5%.  A key driver in this performance has been greater domestic demand in the UK. 
 
UK economic growth is, however, expected to slow down because of rising interest rates, 
housing and energy costs. These cost pressures will also impact on the Isle of Wight economy.  
Other important issues facing the UK are a continuing weakness in productivity in comparison to 
other industrialised countries and insufficient funding of pensions for an aging population. 
 
 Key indicators for the UK: 

Average Annual Growth in Output (GVA) 1999-2004 2.5% 
Prosperity 2004 (£ output per person) £15,728 
Productivity 2004 (£ output per FTE worker) £37,400 
Average Gross Weekly Pay 2004 (Full Time Jobs) £498 
Working Age proportion of total population - 2004 62% 
Economic Participation Rate 2004 (% of working age people economically active) 79% 
Unemployment levels (ILO) 2004 4.7% 

 
 
Regional 
 
The South East has been the powerhouse of the UK economy. The average annual growth rate 
in output over the past 5 years has been 2.9% and, according to SEEDA’s Regional Economic 
Strategy (RES) document, the South East accounts for over 50% of the UK’s Research & 
Development expenditure.  However this economic performance is not evenly distributed across 
the region. Some Local Authority areas, such as the Isle of Wight, perform at levels significantly 
lower than the regional average. SEEDA’s RES review in 2005-6 identified patterns of 
performance across the region that can be grouped into a number of sub-regional zones.  The 
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Isle of Wight falls within the “Coastal South East” – an area that is characterised as having the 
following key weaknesses relative to the South East overall: 
 

- Lower productivity 
- Lower economic activity rates 
- Higher concentrations of economic inactivity 
- Relatively low skills profile 
- Lower  business density & business start up rates 
- Lower value manufacturing & tourism 
- High dependence on public sector employment 
- Lower employment in knowledge-based sector 
- Greater proportion of elderly & retired 
- Poor infrastructure & connectivity 

 
The most successful areas of the South East outperform the weaker areas to such an extent, however, 
that the overall South East performance is significantly better than the UK average. 

Key indicators for the South East: 

Average Annual Output (GVA) Growth 1999-2004 2.9% 
Prosperity 2004 (£ output per person) £16,894 
Productivity 2004 (£ output per FTE worker) £38,963 
Average Gross Weekly Pay 2004 (Full Time Jobs) £529 
Working Age proportion of total population - 2004 61% 
Economic Participation Rate 2004 (% of working age people economically active) 82% 
Unemployment levels (ILO) 2004 3.7% 

 
For further data and analysis of South East economic performance please refer to SEEDA’s 
draft economic strategy papers which are available on the SEEDA website at: 
www.seeda.co.uk/res.   
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Isle of Wight Economic Performance 1999-2004 
 
Background 
 
Between 1990 and 1995, the Isle of Wight economy suffered from a serious recession that 
lasted two years longer on the Island than it did for the South East or UK generally.  Our output, 
measured as Gross Value Added (GVA) fell from £926 million to £900 million.  During this 
period we also lost 20% (9,100 out of 44,600) of the Full Time Equivalent (FTE) jobs present in 
1990 and our working age population declined by 1,000, mostly among those aged 16-45. 
 
The greatest number of FTE job losses were in construction: 2,450 or 54% of jobs lost); hotels & 
catering: 2,440 or 40% of jobs lost; and manufacturing: 2,000 or 31% of jobs lost.  Within the 
engineering sub-sector of manufacturing 2,520 or 60% of jobs were lost.  Some small sectors 
also lost a large proportion of their jobs: Agriculture, Forestry and Fishing lost 730 or 45% of all 
jobs and Mining & Utilities lost 320 or 70% of all jobs.  The impact of these job losses was 
reflected in our economic participation rate, which fell from 83% in 1990 to 75% in 1996 when 
sustained recovery started. 
 
From 1996 there has been a steady and significant recovery.  Some years have been 
exceptional and overall we have consistently out-performed the South East and UK growth 
rates.  The annual output chart below shows clearly the impact of the recession and the 
recovery after 1996. 
 

Isle of Wight Output (GVA in £m) 1990 - 2004
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Strategy for 2001-2005 
 
In 2001 the Isle of Wight Economic Partnership set out a five-year economic strategy entitled 
‘Open for Business’.  The strategy aimed to nurture recovery and set out 4 main aims; 
 

- To be one of the fastest growing economies in the South East 
- To become one of the top UK tourist destinations 
- To ensure that all members of the community can share in prosperity 
- To ensure that all development is sustainable, integrating social and economic needs. 

 
Did we achieve our aims over the past five years?  Overall, we have been very successful:  
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1. The Isle of Wight economy has grown faster than either the South East or UK economy.  

(IW = 4.5%, SE = 2.9%, UK = 2.5% - Experian Report). 
2. Despite increasingly intense competition from international tourism destinations, tourism 

continues to make a very significant contribution to the Island’s economy.  Employment 
and output in the Hotels & Catering sector has continued to decline but visitor numbers 
have remained broadly stable, while some progress has been made in updating the 
tourism offering.  We are attracting more international visitors and have added new 
strategic events to our offering, such as the Isle of Wight Music Festival, the Bestival 
and the White Air Festival.  Planning policies which were intended to protect the hotel 
offering on the Island may have prevented more rapid updating of the hotel offering but 
proposed planning policy changes and the recently published Tourism Development 
Plan are addressing this.  We still have some way to go in increasing average visitor 
spend on the Isle of Wight. 

3. Improved prosperity has benefited a very wide spectrum of our community. Nearly 
9,900 additional jobs were created and we reached the lowest levels of unemployment 
since records began.  Average weekly pay has risen by nearly 24% to £406, although 
more needs to be done to close the pay gap with the rest of the country.  Measured as 
annual output per head, prosperity increased by over 22% to £10,277 although there is 
also still much more to do to catch up with the South East average.  Regeneration 
activities have been focussed on specific areas, e.g. Medina Valley (Cowes Waterfront), 
the regeneration of Ryde with £6.2m of grant money and now the emerging “Bay” 
regeneration project but we have done so to create maximum impact and better use of 
our resources.  

4. Developments and planning guidelines have been subject to consideration of our 
extremely valuable natural assets.  With approximately 65% of the Island being covered 
with some form of environmental designation, all developments ensure that our natural 
assets remain our natural assets. 

 
 
Key Economic Changes  
 
Due to the publication dates for different types of economic statistics, the most recent 5-year 
period we can analyse is 1999-2004.  The following table provides a “before and after” snapshot 
of the Isle of Wight economy during this period. 
 

Indicator 1999 2004 Change Percent 
growth 

Population 
130,000 138,000 

           
8,000  6.2% 

Households (dwelling stock, excl 
vacant & unfit - 3 yrs): 

58,500  
(Apr 2001) 60,500 

           
2,000  

3.4% 
(3yrs) 

          
Working age population 

73,000 79,000 
           

6,000  8.2% 
Economically active* 

56,300 62,400 
           

6,100  10.8% 
% working age economically 
active 77% 79% 

             
0.02  2.6% 

Head count employment 50,713 60,579 9,866 19.5% 
Self-employed 8,560 11,654 3,094 36.1% 
FT jobs 25,935 29,569 3,634 14.0% 
PT jobs 16,218 19,355 3,137 19.3% 
% head count employment PT 32% 32% -  - 
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FTE jobs 40,982 48,966 7,984 19.5% 
Average unemployment rate 
(JSA): 4.80% 2.30% -2.50% -52.1% 
          
Total output (£ billion GVA) £1.094 £1.415 £0.321 29.3% 
Productivity  
Average annual £GVA/FTE £26,694 £28,895 £2,201 8.2% 
Wealth Creation Rate 
Average annual £GVA/Head £8,404 £10,278 £1,873 22.3% 
          
Average (mean) gross weekly 
wage £328 £406 £78 23.8% 
          
Working age population with 
NVQ4+ (4 yrs) 

16.6% in 
2000 21.10% 4.50% 27.1% 

GCSE A-C pass rate (3 yrs) 44% in 
2002 45%  in 2005 1.0% 2.3% 

          
Broadband take-up No ADSL 

available 16.40% n/a n/a 
 
Most data is sourced from Experian.  Household data is sourced from National Statistics. GCSE pass rates and broadband take-up 
information come from the Isle of Wight Council and BT, respectively. 
 
* This figure is made up of all employed people plus average Job Seekers Allowance claimants for the year in order to be consistent with 
SEEDA’s approach to calculating economic participation.  Experian uses ILO unemployment figures which add an estimate of people 
who are looking for work but do not claim JSA (1,500 in 2004) and this increases the economic activity percentage (to 81% in 2004). 

 

The table above shows the impact of economic growth with the Island’s population growing by 
over 6% in 5 years and the number of households increasing by over 650 a year to reach 
60,500 by 2004. The Working Age population grew even faster at 8.2% and the Economically 
Active population grew by 10.8%.  This growth was made possible by the addition of nearly 
9,900 jobs (PT, FT and Self Employed) over 5 years.  These jobs equated to nearly 7,900 Full 
Time Equivalent jobs.  The average annual number of people claiming Job Seeker’s Allowance 
also halved to 2.3%. 

Output grew by over 29%, and output per head increased by over 22%. Productivity (Output per 
Full Time Equivalent Job) only increased by 8.2%.  The average pay for a Full Time job did 
increase, however, by nearly 24%. 

The percentage of our workforce with higher level qualifications (university graduates or 
equivalent NVQ4 qualifications and higher) also increased by over 27% although this is still a 
weak area for the Isle of Wight.  We did much less well in improving the GCSE A*-C pass rate. 

Finally, as a measure of the Island’s adoption of technology to help to enable increased 
productivity, we have started to measure broadband take-up.  The penetration of 16.4% by 
2004 was low compared to more economically successful local authority areas but it also 
reflects the later availability of ADSL enabled exchanges on the Isle of Wight.  More recent 
figures suggest the Isle of Wight is rapidly catching up to the national rate of take-up. 

Taken together, these changes indicate a strongly recovering economy where substantial job-
growth has encouraged population growth and also halved unemployment rates.  On the other 
hand these figures also show that more needs to be done to increase productivity growth, 
increase the proportion of the workforce that has higher level qualifications, improve educational 
attainment and increase the take up of productivity-enhancing technology. 

Changes to Industry Structure 
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Against this background of economic growth, the last five years has also been a time of 
significant change in our industrial structure.  Some of these are a continuation of changes 
already occurring before 1999 but others have largely take place within the last five years.  

To analyse the changing contribution of different industry sectors to the Isle of Wight economy, 
we have reviewed them in terms of output, jobs and productivity.  

Output by Sector 

The top three sectors for output in 1999 were Manufacturing, Hotels & Catering and Health but 
by 2004 they were Manufacturing, Retail and Construction.  These changes epitomise the re-
structuring of the Isle of Wight economy.  Despite job losses (see below), Manufacturing grew 
its total output by £16 million and retained its top position while Retail increased its output by 
£70 million and became the second most valuable sector on the Island while Construction 
output grew by £79 million and moved from 9th to 3rd position.  Other Services climbed from 10th 
to 6th position with £41 million growth.   

The two new entrants to the “Top Ten” were Business Services, which increased output by £70 
million and moved from 11th to 4th position and Other Financial & Business Services which grew 
by £52 million and moved from 12th to 7th. 

Out of the ten top sectors for output in 1999, two (Wholesaling and Transport) had completely 
dropped out by 2004.  Hotels & Catering reduced its contribution by £18 million and dropped 
from 2nd to 9th position.  Other “fallers” were Health, Public Administration & Defence and 
Education.  Both Health and Education actually increased their output, while Public 
Administration remained static but their lower ranking in the 2004 “Top Ten” highlights the 
growing contribution of the private sector to the economy.   

In percentage terms, the fastest growing sectors were Business Services (189%), Other 
Financial & Business Services (158%) and Construction (154%).  Other Services grew by 87% 
and Retailing by 83%.  

The sectors experiencing the greatest contractions in percentage terms were: Transport (-39%); 
Agriculture, Forestry & Fishing (-30%); Banking & Insurance (-22%); Hotels & Catering (-19%) 
and Wholesaling (-12%). 

Top 10 Industry Sectors by Output - 1999 

Sector Value (£GVA - 
millions) 

 
FTE Employment 

Productivity 
(£GVA / FTE) 

1. Manufacturing £191 6,917 £27,618 

2. Hotels & Catering  £ 97 4,832 £20,046 

3. Health  £ 85 5,148 £16,547 

4. Retailing £ 85 4,704 £18,025 

5. Public Administration & 
Defence  

£ 82 2,465 £33,438 

6. Wholesaling £ 59 2,140 £27,623 

7. Education £ 59 2,610 £22,552 

8. Transport £  56 2,024 £27,725 

9. Construction £  52 2,385 £21,669 

10. Other Services £  46 2,162 £21,495 

Other industry sectors £131 5,595 £23,497 

Adjustment for Property and 
Financial Services 

£150 n/a n/a 

TOTALS £1,094 40,982 £26,694 
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Top 10 Industry Sectors by Output – 2004 

 
Sector 

Value (£GVA - 
millions) 

FTE 
Employment 

Productivity 
(£GVA / FTE) 

1. Manufacturing £208 6,262 £33,172 

2. Retailing £155 7,190 £21,548 

3. Construction £131 5,974 £22,008 

4. Business Services £106 4,387 £24,230 

5. Health £103 5,448 £18,962 

6. Other Services* £  87 3,672 £23,660 

7. Other Financial & Business Services** £  84 1,750 £48,172 

8. Public Administration & Defence £  82 2,400 £33,965 

9. Hotels & Catering £  78 3,565 £21,928 

10. Education £  71 3,441 £20,739 

Other industry sectors £140 4,879 £28,477 

Adjustment for Property and Financial 
Services 

£170 n/a n/a 

TOTALS £1,414 48,966 £28,895 
 
NB Tourism is not a standard industry classification so is not included in this analysis.  It contributes significantly to 
several sectors, particularly Hotels & Catering, Retailing and “Other Services” sectors in the Top Ten.   See 2005 
Tourism Development Plan for estimates of turnover (not GVA) and jobs. 
 
* Other Services = Other community, social and personal services. Includes recreational facilities, museums, libraries, clubs, etc.) 
**Does not include banking and insurance services 
 

 
Jobs by Sector 
 
Changes in Full Time Equivalent jobs by sector generally followed changes in output. The 
sectors with net growth were (in order of contribution): Construction; Business Services; 
Retailing; Other Services; Other Financial & Business Services; Education and Health.  The top 
three sectors for jobs growth accounted for 8,654 or 71% of the 12,239 new FTE jobs.  
 
The sectors that had net job losses were: Hotels & Catering; Transport; Manufacturing; 
Wholesaling; Agriculture, Forestry & Fishing; Banking & Insurance; Communications and Public 
Administration & Defence.  Hotels & Catering accounted for 1,267 of the 4,257 FTE jobs lost 
during the period; Transport 941 and Manufacturing 656.  Together, these three sectors 
accounted for two-thirds of the total jobs lost. 
 
See the Table below for details of the changes by sector. 
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FTE Jobs Growth by Sector 1999 – 2004 
 

Sector 1999 2004 Change 
Construction 2,385 5,974 3,589 

Business Services 1,808 4,387 2,579 

Retailing 4,704 7,190 2,486 
Other Services 2,162 3,672 1,510 

Other Financial and Business 
Services 

   807 1,750    943 

Education 2,610 3,441    830 

Health 5,148 5,448    300 
Mining & Utilities       79     81        2 

Public Administration and Defense 2,465 2,400     -66 

Communications    403    296   -108 
Banking & Insurance    704               467   -238 

Agriculture, Forestry & Fishing 1,793 1,369   -425 

Wholesaling 2,140 1,584    -556 

Manufacturing 6,917 6,262    -656 
Transport 2,024 1,083     -941 

Hotels & Catering 4,832 3,565 -1,267 
 
 
Productivity 
 
Whereas an analysis of output and FTE jobs growth points to the importance of the 
Manufacturing, Retail, Construction, Business Services, Other Services and Other Financial and 
Business Services sectors, an analysis of productivity growth brings a few other sectors to the 
fore.  
 
Most sectors improved their productivity by 9% to 20% over the period.  Only two sectors 
reduced their productivity (Education and Agriculture, Forestry & Fishing both decreased by 8%) 
and two sectors made negligible progress (Public Administration & Defence and Construction 
both increased by a mere 2%).  Hotels & Catering increased productivity by 9% against a 
decline of output and employment.   The star sector was Communications with a 43% increase 
in productivity.  Six sectors made productivity gains in the 18%-20% range while three sectors 
made gains of 15%.  Details can be found in the Table below.  
 
One particularly positive result has been the improving level of productivity in the private sector.  
In 1999 the only Top Ten Output sector to have a productivity rate of more than £30,000 was 
Public Administration & Defence.   By 2004, two non-public sectors in the Top Ten exceeded 
the £30,000 level (Manufacturing and Other Financial & Business Services).  Three sectors 
outside the Top Ten also moved their productivity rates above £30,000:  Wholesaling; 
Transport; Banking & Insurance. 
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Productivity Growth by Sector (£GVA/FTE job) 
 
Sector 1999 2004 Change % Change 
Communications 33,134 47,243 14,109 43% 

Mining & Utilities 85,014 98,127 13,113 15% 

Other financial and business 
services 

40,486 48,172 7,686 19% 

All Manufacturing 27,618 33,172 5,556 20% 
Wholesaling 27,623 32,703 5,080 18% 

Banking & Insurance 25,932 30,492 4,560 18% 

Transport 27,725 31,783 4,058 15% 
Business Services 20,314 24,230 3,917 19% 

Retailing 18,025 21,548 3,523 20% 

Health 16,547 18,962 2,414 15% 
Other Services 21,495 23,660 2,164 10% 

Hotels & Catering 20,046 21,928 1,882 9% 

Public Administration and 
Defense 

33,438 33,965    528 2% 

Construction 21,669 22,008    338 2% 
Agriculture, Forestry & Fishing 13,231 12,121 -1,110 -8% 

Education 22,552 20,739 -1,813 -8% 
 
 
Spotlight on the Manufacturing Sector 
 
As the sector with the highest level of output and the second largest FTE employment, 
Manufacturing, is worthy of a closer examination.  Overall, the sector shed nearly 10% of its 
FTE jobs from 1999 to 2004 but increased its output by 9% and increased its productivity by 
20%.  Underlying this, there were some striking differences in performance between the sub-
sectors of the Manufacturing sector.  
 
In 1999, the Transport Equipment sub-sector was the clear leader in output and employment but 
by 2004 it had shed over 1,000 jobs and reduced its output from £71 million to £43 million.   
Major employers such as GKN experienced multiple pressures from globalisation trends and the 
impact of “9/11” on western economies in 2001-02.  A positive sign of this sub-sector’s ability to 
recover is its improved productivity in 2004 and GKN’s re-positioning of its Island works as a 
centre for research and development in composite material aerospace components. 
 
In 2004, the top position for output was filled by the Chemicals sub-sector which experienced 
substantial growth from a GVA of £18.7 million in 1999 to £46.2 million.  Most of this growth is 
related to the composites industry and points to the importance of identifying and supporting 
new growth areas in high-value manufacturing to help us maintain economic growth. 
 
One promising sub-sector, Electrical and Optical Equipment suffered a setback over the 5 year 
period.  It shed over 650 FTE jobs and slipped from second to third position in output.  On the 
other hand, it made very significant gains in productivity and will hopefully be well placed for 
further growth and investment. 
 
Two other sub-sectors contracted between 1999 and 2004:  Paper, Printing & Publishing and 
Metals.  The former’s output fell back by £1 million and 50 FTE jobs were shed but it has 
continued to improve its already strong productivity position.  Metals, on the other hand, lost 
output, jobs and suffered a decline in its already low productivity rate.  This is in line with the 
South East regional experience and probably reflects the very stiff global competition for metal 
manufacturing from low-cost labour countries. 
 



 

Isle of Wight Economic Strategy - online.doc  Page 17of 35  

Balancing the “fallers” were a number of other growth sub-sectors. The Machinery & Equipment 
sector grew nearly 6-fold from £4.3 million to £24 million and the Wood & Wood Products sector 
more than doubled from £2.3 million to £5.2 million. Other sub-sectors which contributed growth 
were: Minerals; Food, Drink and Tobacco; Other Manufacturing; Rubber & Plastics.   
 
Altogether, the Manufacturing sector showed a net output gain of £16.7 million but the 
underlying changes reveal the ongoing re-structuring within the sector and the need to ensure 
that our businesses remain competitive in a global market.  The tables and charts below give 
details of the changing contributions of manufacturing subsectors to the Isle of Wight’s 
economy. 
 
 

Manufacturing Sub-Sectors by Value - 1999 

 
Sector 

Output 
(£GVA - millions) 

FTE 
Employment 

Productivity 
(£GVA / FTE) 

1.Transport Equipment £71.2 2,283 £31,172 

2. Electrical & Optical Equipment £39.2 1,554 £25,214 

3. Chemicals £18.8 307 £61,083 

4. Paper, Printing & Publishing £16.9 397 £42,637 

5. Other Manufacturing  £13.8 1,069 £12,930 

6. Metals £13.2 698 £18,891 

7. Machinery & Equipment £4.4 172 £25,299 

8. Food, Drink & Tobacco £3.6 73 £49,626 

9. Rubber & Plastics £3.5 119 £29,769 

10. Minerals £3.4 119 £28,968 

11. Wood & Wood Products £2.3 70 £32,628 

12. Textiles & Clothing £0.8 57 £13,647 

TOTALS £191 6,917 £27,616 
 
 

Manufacturing Sub-Sectors by Value - 2004 

 
Sector 

Output 
(£GVA - millions) 

FTE 
Employment 

Productivity 
(£GVA / FTE) 

1. Chemicals  £46.2 598 £77,215 

2. Transport Equipment  £43.1 1,202 £35,840 

3. Electrical & Optical Equipment £31.4 895 £35,104 

4. Machinery & Equipment   £24.0 728 £32,995 

5. Paper, Printing & Publishing £15.9 347 £45,753 

6. Other Manufacturing  £15.5 1,313 £11,769 

7. Metals    £9.8 530 £18,505 

8. Minerals   £5.8 213 £27,431 

9. Food, Drink & Tobacco   £5.7 96 £58,733 

10. Wood & Wood Products £5.2 148 £34,933 

11. Rubber & Plastics  £4.4 144 £30,683 

12. Textiles & Clothing   £0.7 46 £16,061 

TOTALS £207.7 6,262 £33,172 
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Changes in IW Manufacturing Output
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Changes in IW Manufacturing Jobs - FTE
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Changes in IW Manufacturing Productivity
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In summary, there are strong and weak sub-sectors within Manufacturing.  Other Manufacturing, 
Textiles and Metals look very vulnerable with their low levels of productivity. Other 
Manufacturing has shown some growth in output so there may be individual companies 
performing better than the sub-sector average. Transport Equipment, despite the reduction in 
jobs and output, has increased productivity and may have returned to growth since 2004, if the 
re-structuring and renewed growth at GKN Aerospace is a valid indicator of the sector’s 
performance.   
 
The strong growth sub-sectors are Chemicals and Machinery & Equipment.  Businesses 
engaged in composite materials development and manufacture are major contributors to these 
and the growth of companies like Gurit and Vestas Blades reflect these developments.  The 
Food, Drink and Tobacco manufacturing sub-sector also stands out for its strong productivity 
but it is a very small sub-sector. 
 
The decline in output and employment in the two largest manufacturing sub-sectors, Transport 
Equipment and Electrical and Optical Equipment seems at odds with the expectation that those 
sub-sectors that are engaged in developing or utilising new technologies will be the most 
successful.  However, we may be seeing the continuing effect of foreign competition for 
assembly work on headcount and output reduction while the rises in productivity reflect 
businesses re-structuring themselves around higher-value development work or specialist 
manufacture. 
 
Accordingly, we can expect some further job losses in the manufacturing sector, particularly in 
areas where local companies struggle to compete with competitors in low labour-cost countries.  
At the same time, however, we can expect further employment and output growth for 
manufacturers engaged in high value, high productivity work.   The latter will require highly 
qualified and skilled recruits, who will also have a positive impact on our average pay levels.  
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Key Economic Issues for the Isle of Wight 
 
Having reviewed the Isle of Wight’s recent economic performance, there is much to celebrate.  
However, there are still a number of serious issues that we need to address if we want to close 
the gap between our economic performance and that of the South East or the UK as a whole. 
 
Wealth creation rate 
 
The first issue is whether we can move our wealth creation rate (output per head of population) 
closer to the national and South East rates.   
 

Comparison of Wealth Creation per Head – 2004 
 

 £  GVA / Head 
South East England 16,894 
UK 15,728 
IW 10, 278 

 
 
Since 1999 we have narrowed the gap with the UK rate from 60% to 65% and with the SE rate 
from 56% to 61% but we still have a lot to do.  What are the factors which lower our rate of 
wealth creation?  Some of these factors are:  the proportion of our population that is of working 
age, our economic participation levels, our unemployment levels, the extent of part time working 
and productivity rates.  These are examined below. 
 
Working age population 
 
One reason why it is harder for us to achieve the same GVA per Head figures as the national 
and SE averages is our lower proportion of working age population.  The proportion of our 
population that is of working age (57%) is lower than it is for the UK (62%) or SE (61%), 
primarily because of our popularity as a retirement destination.  26% of our population is of 
retirement age compared to 19% for the SE.  On the other hand, our working age population 
has been growing over twice as fast as in the SE overall so the balance has been shifting 
slightly as we have enjoyed economic recovery.  If all other factors remained equal and we 
could increase the proportion of our working age population to the 61%, we would produce £1.5 
billion of GVA instead of £1.4 billion (an extra £100 million) and our GVA per head figure would 
rise by £703. 
 
Economic participation levels 
 
Another factor in our lower level of wealth creation is that, in comparison with the South East, 
fewer members of our working age population are economically active. Our 79% participation 
rate is the same as the UK’s but we are behind the SE rate of 82%. We would need to engage 
another 2,000 working age people in economic activity to reach 82%.  Assuming full-time 
working and average productivity, these 2,000 people would have generated an additional 
£57.8 million of value in 2004.  The GVA/Head rate would also have risen by £418. 
 
Unemployment 
 
Our overall unemployment level has been reducing but is still a few points above the South East 
level. If we could meet the South East average, another 1.5% of the workforce would be in jobs 
(using ILO figures).  Assuming they all obtained Full Time jobs at average Isle of Wight levels of 
productivity, this would add another £247 to the average GVA per Head figure. 
 
Seasonal work in tourism and agriculture related businesses is also a cause of additional 
unemployment on the Isle of Wight, although its impact to our overall wealth creation levels is 
now quite limited.  In 1999 the winter JSA claimant rate was 6.2% versus a summer low of 4% 
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whereas in 2004 the winter peak was 3% and the summer low was 1.9%.  If we could remove 
the winter peaks and maintain our unemployment level at 2%, there would be a small increase 
to our wealth creation rate of about £65 per head. This assumes that 1,250 people would not 
face seasonal unemployment and would work an extra 3 months of the year in full time jobs at 
average productivity levels.   
 
Part time working 
 
A bigger factor in our lower wealth creation rate is the proportion of our jobs that are part-time.  
40% of IW employee jobs are part-time, whereas 32% of UK and 33% of SE jobs are. To have 
only 33% of our jobs part-time in 2004, we would have had to convert 4,100 part-time jobs to 
full-time jobs.  Using average productivity figures, this would have generated a further £71 
million of value for our economy and increased our GVA per Head by £514. 
 
Productivity 
 
By far the biggest factor in our lower wealth creation performance is our lower rate of 
productivity. 
 

Comparison of Productivity - 2004 

 £  GVA / FTE Worker 
South East England 38,963 
UK 37,413 
IW 28,895 

 
Average productivity on the Isle of Wight is 23% lower than for the UK and 26% lower than the 
SE.  If the Isle of Wight had achieved the South East’s average rate of productivity (£38,963 per 
FTE) in 2004, we would have generated an additional £600.7 million of value and our GVA per 
head would have risen by £4,364. 
 
The potential contribution of each issue to an improved GVA per Head figure for the Isle of 
Wight is demonstrated in the Chart below.  Together they would give us a new annual GVA per 
Head figure of £16,589 – nearly level with the South East’s £16,894.  
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Reasons for Low Productivity 
 
Given the importance of low productivity to our underperformance, what are some of the 
reasons for low productivity?  The DTI has identified five drivers of productivity: competition, 
enterprise, innovation, investment and skills.  In each of these areas the Isle of Wight has 
weaknesses:  we have become uncompetitive in certain important sectors; we have not been as 
strong in enterprise, innovation, investment and skills.  
 
Location 
 
Being an island must add costs to our economy but it is very difficult to quantify these.  The 
additional transport costs affect some businesses significantly but not all businesses.  It may 
well be the case that the psychological and time costs of being on an island are much greater.   
 
All of the additional costs have meant that it is harder for many Island businesses than it is for 
mainland businesses to grow their markets into the region and beyond. As a result, fewer 
businesses gain from economies of scale and have to absorb higher costs per unit of revenue. 
 
Improving all forms of connectivity to wider markets at an acceptable price will benefit our 
productivity.  This includes ferries, telecommunications/broadband, access to air, train and road 
transport networks and we should campaign for improved access to these whether they are on 
the Island or on the mainland.  Ultimately, we should not use our Island status as an excuse for 
poor performance but try to maximise its advantages. 
 
Investment 
 
Without investment – in human and capital resources – businesses cannot bring higher margin 
products and services to market and so increasingly have to compete on price.  This damages 
productivity and leads to lower profits and even less investment.  As time goes on, the market 
moves on, the business’s offer becomes less appealing to its customers and the spiral of 
decline accelerates. 
 
This is a problem that has affected (amongst others) the Island’s tourism industry.  In 1990, the 
Hotels & Catering sector was the second most important industry on the Island.  It employed 
over 6,100 FTE workers and accounted for £125 million GVA.  By 2004, it only employed 3,500 
FTE workers and produced £78 million in GVA.  Its productivity rate was just under £22,000 per 
FTE worker – not much better than in 1990 when it was £20,200 – and well below the already 
low Island average of £29,895. 
 
In trying to compete for tourism income, the sector concentrated on driving down cost and 
remaining “cost competitive”.  But this also led to lack of investment and, as a result, insufficient 
innovation in the sector.  
 
Contrast this with the performance of the Manufacturing sector which has also faced enormous 
market pressures since 1990 and yet has recovered and re-established its leading economic 
position locally.  In 1990, the productivity rate for manufacturing on the Isle of Wight was 
£21,400 per FTE worker but by 2004 this had risen to £33,100.   The value of the sector also 
grew from £144 million to £207 million even though the number of FTE jobs decreased from 
6,700 to 5,700.  This success was due to investment in new technologies, new working methods 
and new products.  The manufacturing industry we have on the Isle of Wight today is very 
different from what we had in 1990 – because of investment. 
 
Workforce qualifications and skills 
 
High productivity requires a highly qualified and skilled workforce.  Our workforce lags behind 
the South East and Great Britain in higher level qualifications (NVQ3 and especially NVQ4 and 
above).  We have made good progress since 2000 in catching up with GB and the SE at lower 
levels and reducing the proportion of workers with no qualifications but we will need a higher 
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proportion of employees with graduate level qualifications – NVQ4 or higher – in order to 
engage more fully in higher value knowledge economy work.  (IW workforce: 21% with NVQ4+; 
GB: 23%; SE: 28.5%),  At the same time, Island schools have not kept up with South East 
schools in raising the performance of children at GCSE level.  Poorer performance in education 
will have a negative impact on productivity in a world where employers need higher skill levels in 
order to compete effectively.   
 
Aspirations 
 
Low aspirations and morale can seriously damage productivity in the workforce. Many business 
leaders and educationalists perceive that both workers and school children suffer from relatively 
low levels of aspiration.   Some attribute this to the loss of role models as many of the most able 
pupils pursue further education, jobs and careers off the Island. 
 
It is very difficult to measure to what extent we have lower levels of aspiration and what impact 
this may have on the Island’s economy but recent economic success and greater engagement 
with national and global markets may help to address this issue.  Certainly the Isle of Wight has 
also got people and businesses who are world class in their achievements and the Island’s 
Inspire programme is seeking to raise levels of aspiration, particularly among young people. 
 
 
Low pay 
 
A third issue is low pay.  Our average gross weekly wage on the Isle of Wight in 2004 was £406 
compared to £498 for Great Britain and £529 for the South East.  Although we have narrowed 
the gap with GB from 24% to 18% and the South East gap from 25% to 24%, there is still 
significant room for improvement.  
 
To a large degree this is a result of our lower qualifications profile and lower productivity.   
Lower average wages have created some competitive advantages for the Isle of Wight and 
have played a part in some companies locating to the Island.  Nevertheless, low pay also 
encourages skilled and highly qualified workers to leave the Island and, at the same time, 
makes it harder to attract the highest quality recruits to the Island. 
 
Low pay also reduces disposable consumer income which has been a key driver of recent 
economic growth in the UK.  So, for a range of reasons, we need to move towards a 
competitive, high-wage economy based on advanced technology and know-how, superior 
processes and creativity. 
 
 
Image 
 
A poor understanding of what the Isle of Wight can do, can offer, how accessible it is, even 
where it is, can hamper economic performance.  This applies as much to residents as it does to 
prospective employees, customers and investors. It is extremely important that we understand 
locally what we have achieved, what we can offer and what our potential is so that we have an 
appropriate self-image and can compete effectively. Obviously we have economic issues to 
address but so does every Local Authority.  We also have advantages that others do not have 
and we should exploit these to help us compete. 
 
We also need to ensure that we project a positive image of the Isle of Wight and its capabilities 
to our prospective employees, customers and investors.  We do not have the budgets to 
communicate to all our target audiences at once but we should ensure that we communicate 
appropriately in everything we say and do whenever we do interact with them.  
 
The Inspire branding project has started to address this issue and implementation has started 
across a range of activities and communications.  We need the whole community to embrace 
this project in order to help create an appropriate and compelling image for the Isle of Wight.  



 

Isle of Wight Economic Strategy - online.doc  Page 24of 35  

By promoting the positive we will help build aspirations, self belief and ultimately attract the 
levels of investment needed for us to all enjoy a  thriving Island and be recognised as a ‘vibrant 
place to live, work and play’. 
 
Examples of Positives to be promoted; 
 

- a creative and innovative history 
- outstanding natural environment 
- world leading businesses 
- proximity to major markets: South East England, London, Midlands 
- access to major transport hubs: Southampton, Portsmouth, Gatwick and Heathrow 
- world class events, some of which are a magnet for captains of industry and finance 
- quality of life 
- key learning establishments on our doorstep 
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Economic Forecasts and Targets 
 
Using Experian forecasts and extrapolations from recent performances, we have created a 
snapshot of what our economy might look like in 2011.  Bearing in mind that in 2011 we will 
typically only have data for 2009, we have set out both the 2009 and 2011 projections so that 
we can plan for 2011 but understand what we will be able to measure when we get there. 
 

Economic Forecast 
 

Indicator 2004 2009 2011 
Population 138,000 146,000 149,000 
Working age population 79,000 82,600 83,800 

Economically active 62,400 -  79% of 
working age 

64,700  -  78% of 
working age 

65,700 – 78% of 
working age 

FTE Jobs 49,000 50,700 51,500 

Average unemployment 
rate (JSA): 

2.3% 2.5% 2.5% 

Households (dwelling 
stock, excl vacant & 
unfit): 

60,500 63,900 65,300 

Total value of economy 
(£GVA) 

£1.415 billion £1.630 billion £1.723 billion 

Average annual GVA / 
FTE 

£28,895 £32,136 £33,466 

Average annual GVA / 
head 

£10,278 £11,171 £11,545 

Average (mean) gross 
weekly wage 

£406 £496 £538 

Working age population 
with NVQ4+ 

21.1% 29%? 33%? 

GCSE A-C pass rate  45% in 2005 58%? 60%? 

Broadband take-up 16.4% 60% 65% 
 
 
These forecasts do not assume that we will make progress in closing the gap in productivity 
performance with the UK or the South East.  If we set ourselves a target to reach 85% instead 
of 77% of the UK’s productivity rate by 2011 we would need to increase our GVA/FTE worker to 
£36,953 instead of the forecasted £33,466 (85% x £43,475 - the forecasted UK level for 2011).  
To be on track for this, we would need to see a 2009 figure of £35,391 instead of £32,136.  If we 
did achieve this stretch target, we would also achieve a total output figure of £1.9 billion and a 
GVA/head figure of £12,747 in 2011.  Average gross weekly wages should also rise to about 
£590. 
 

Stretch from 77% to 85% of UK Productivity 
 

Indicator  2011 Forecast 2011 Stretch 
Total value of economy (£GVA) £1.7 billion £1.9 billion 
Average annual GVA / FTE £33,466 £36,953 
Average annual GVA / head £11,545 £12,747 
Average (mean) gross weekly wage £538 £590 

 
 
Stretching from 77% to 85% of the UK’s productivity rate by 2011 is a very large step and is not 
achievable without further substantial changes to our industry profile and significant productivity 
gains across all sectors.  However, we need to aim for these kinds of changes in order to finally 
create the level of wealth creation that would give us parity with the rest of the country.
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Economic Strategy 2006-2011 
 

The most important economic issue facing the Isle of Wight is low productivity. To achieve the 
growth forecasted for the Isle of Wight economy and especially if we wish to close the 
performance gap with the South East average, we will have to focus our strategy on delivering 
increased, sustainable productivity. 
 
This does not mean we will ignore the need to increase our economic activity rate and maintain 
low rates of unemployment but we need to recognise that the biggest impact we can make to 
our economic performance is to improve our productivity.   
 
Businesses with high levels of productivity are internationally competitive, have higher levels of 
investment in R&D and Innovation, achieve higher profits, employ more highly qualified staff and 
pay higher levels of remuneration.  
 
Consequently we need to encourage existing Island businesses to become more like this and 
encourage investors who fit this profile to invest on the Island.  Because some sectors tend to 
be more productive than others, we will focus our efforts on growing businesses or attracting 
new businesses in these areas. Typically these are technology or knowledge-based sectors 
where businesses pay high salaries to highly qualified and skilled employees, can achieve high 
profit levels and make substantial investments in Innovation.    
 
On the Island we have existing clusters of expertise and innovation around aerospace, 
electronics, composite materials, wind energy and marine technology.  Business Services, 
Financial Services and Food and Drink manufacturing companies can also deliver high levels of 
productivity. We will focus on growing these sectors and encouraging them to increase their 
levels of productivity in order to improve our average performance.  
 
At the same time, we need the large employment and value-creation sectors on the Island 
(Manufacturing, Retail, Construction, Business Services and Health) to focus on making 
productivity gains.  Some of these might be made by cutting costs but not without also making a 
substantial investment in innovation so that we can offer and deliver more competitive and 
compelling products and services.   
 
We also need to accelerate innovation for the Tourism market.  By creating the right offering 
within the Hotels & Catering, Retail, Other Services and Transport sectors we will attract more 
high-value tourists and drive up productivity. 
 
Our strategy to improve productivity dovetails with the South East regional economic strategy 
(RES).  The RES has three overarching objectives:  to maintain global competitiveness; to 
achieve “smart” growth and to achieve sustainable prosperity.  The RES also identifies six 
drivers for delivering “smart” growth:  Enterprise; Innovation; Competition; Skills; Infrastructure & 
Investment and Employment.   
 
The key points of the Isle of Wight strategy in relation to these objectives and drivers are: 
 
 

1. Maintain Global Competitiveness 
 

We will seek to increase the proportion of Island businesses who compete and operate 
internationally by retaining global businesses that are already present and attracting 
new ones.  We will also support local businesses to expand into international markets 
and demonstrate competitiveness.  
 
We will also encourage local businesses to increase their investment in R&D and to 
utilise the R&D expertise in the South East’s universities.  
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Finally, we will seek to obtain and maximise infrastructure investments in order to 
remain globally competitive. 

 
 

2. Achieve Smart Growth 
 

• Enterprise 
We will seek to increase our wealth creation by encouraging new enterprises in 
high value industry sectors, especially in technology and knowledge-based 
industries.   
 
We will also support businesses seeking to innovate and move into higher 
value activities.   
 
We will seek to align local policies to support enterprise and to facilitate closer 
co-operation between centres of learning and R&D and businesses.  
 
We will encourage and celebrate a culture of entrepreneurship that pervades 
both profit-oriented and social businesses. 
 

• Innovation 
We will seek to promote and increase access to new technologies and 
innovative approaches to working that will make us more efficient and 
productive.  
 
We will encourage local businesses to put much more investment into 
innovation and to exploit resources available to them in universities, 
government advisory services, etc.  
 
We want to see our tourism industry in particular create new products and 
services in order to become more productive. 

 
• Competition 

We want to encourage local businesses and individuals to compete to their 
maximum capabilities.  We will do this by encouraging local businesses as well 
as by inviting new, highly competitive businesses to locate on the Island.  
 
We will position the Island as an ideal location for businesses and people 
seeking to compete globally while enjoying a superior quality of life. 
 
We will encourage businesses to be more aware of global threats and 
opportunities and to market themselves more effectively.  
 
Finally, we will seek to continuously improve community leadership and 
“visioning” in order to become more competitive. 
  

• Skills 
We are committed to improving the educational achievement levels of our 
children as well as encouraging employers to invest in staff training and high-
calibre recruitment. In particular, we want to encourage and support high calibre 
graduate recruitment into Island businesses.   
 
We will campaign for training providers to meet the needs of employers by 
working more closely together and to provide the highest standards of training.   
 
We will encourage children and adults to raise their aspirations by highlighting 
what is possible. 
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• Infrastructure & Investment 
We will drive forward regeneration projects such as Cowes Waterfront and The 
Bay area, raise awareness of local investment opportunities and leverage the 
value of the project for further development.   
 
We will seek to ensure that all new developments meet agreed quality 
standards and are suitable for the Island’s social needs and the environment.   
We wish to lead the way in low-carbon energy solutions for new developments. 
 
Finally but crucially, we will actively seek out and execute ways of modernising 
our transport and utilities infrastructure so that our economic expansion is 
adequately supported and we can compete effectively in national and 
international markets. 
 

• Employment 
We want to continue our achievements in job creation and reducing 
unemployment and now also increase the proportion of full-time jobs available, 
reduce the impact of seasonal unemployment and raise economic participation.  
 
We also want to create more jobs in high value, high wage activities and assist 
employers in finding high calibre candidates for these jobs. 
 
 

3. Sustainable Prosperity 
 
SEEDA’s objectives for sustainable prosperity are to reduce CO2 emissions by 20% 
between 2003 and 2016, increase the region’s renewable energy contribution to 8%, 
reduce per capita water consumption by 20%, increase resource efficiency by 30% 
(GVA per tonne of waste materials), and to have all new building construction achieving 
the Ecohomes/BREEAM “excellent” standard by 2016. 
 
We will seek to make our contribution to these targets by encouraging the development 
of very low energy building schemes making intensive use of renewable energy 
technologies.   
 
We will seek to become a centre of knowledge and technical excellence for renewable 
energy. 
 
We will ensure that new employment and housing developments are properly serviced 
with utilities, road networks and public transport. 
 
We will seek to increase the re-cycling of business waste produced on the Island. 
 
The Island will continue to promote responsible water usage. 
 
We will balance our development needs with protection of our natural environment so 
that we retain the appeal and value of our outstanding natural assets. 
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Action Plan 
 
In order to achieve improvements to our economic performance, we need to have a plan of 
action and a clear allocation of responsibilities for achieving the actions.  This action plan 
identifies some of the major activities we will pursue over the next five years but it is not 
exhaustive.  There will be other activities undertaken and other organisations taking 
responsibility for delivery and contributing to the overall improvement of performance.   
 
Our Action Plan has been organised against the key strategic objectives and performance 
drivers as set out in the draft South East England Regional Economic Strategy. 
 
Regional Strategic Objective 1: Maintain Global Competitiveness: 

IW Objectives Actions Responsibility 
Increase businesses 
operating internationally 

1. Promote exploration of international 
markets 

2. Increase inward investment by 
companies trading internationally 

BL, UKTI, CCTI, IW 
Tourism 

IWEP, SEEDA 

Increase business 
investment in R&D and 
protection of IP. 

1. Promote awareness of R&D funding 
and IP protection support 

2. Promote business/university 
knowledge transfer links 

BL, CCTI, IWEP, 
Universities 

Universities, BL, CCTI, 
IWEP 

Ensure utilities, transport 
infrastructure and built 
environment supports global 
competitiveness 

1. PFI for road improvements 

2. Ensure excellent inter-modal transport 
connections and quick access to major 
business centres 

3. Develop employment land with suitable 
accommodation and facilities for 
growth industries 

 

4. Develop high quality tourism 
accommodation 

5. Keep strategic ferry port requirements 
and opportunities under review. 

6. Encourage air transport options 

 

7. Promote availability and integration of 
high-speed Internet connectivity into 
business practices 

8. Ensure Planning Procedures support 
global competitiveness 

IWC 

IWC, QTP, Ferry, Train, 
Bus, Air Operators 

IWEP, IWC, SEEDA 

 

 

IWC / IW Tourism, , 
SEEDA 

IWC, QTP, Ferry 
Operators, CCTI, IWEP 

IWC, QTP, IWEP, 
CCTI, IW Tourism 

BL, CCTI, IW Tourism, 
IWEP 

IWC 
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Regional Strategic Objective 2:  Achieve “Smart Growth” 

Key Driver: Enterprise 

IW Objectives Actions Responsibility 

Improve overall business 
productivity 

1. Target support on businesses with 
potential to deliver high-value, high 
productivity.  (Facilitate access to 
finance, innovation and productivity 
growth support, including mentoring 
where available) 

2. Attract high productivity businesses 
into regeneration zones such as 
Cowes Waterfront 

3. Encourage recruitment of talented, 
qualified employees. 

4. Encourage employers to invest more in 
management training & employee skills 
development 

BL, CCTI, IW Tourism, 
Ent. Hub 

 

 

 

IWEP, SEEDA 

 

CCTI, IW College, FSB, 
IWEP, LP 

IW College, CCTI, LP, 
LSC, FSB 

Increase the number of 
successful business start-
ups with growth potential 

1. Develop the Enterprise Hub profile and 
knowledge/ technology client base. 

2. Increase number of early-stage 
companies working with experienced 
mentors. 

3. Promote start-ups among groups not 
typically setting up in business.  

4. Encourage Culture of Entrepreneurship 

 

5. Develop additional flexible 
accommodation suitable for early-stage 
companies. 

6. Encourage off-island entrepreneurs to 
locate here. 

7. Develop links to early stage finance 
initiatives 

8. Increase quality of social enterprise 
management 

Ent. Hub, BL, CCTI, 
FSB, IWC, UoP, UoS 
 
BL, Ent. Hub, CCTI, 
FSB 
 
BL, IWC, RCC, JC+, IW 
College, Schools 

Schools, CCTI, IW 
College, IWC, RCC, LP, 
IWEP 
 
SEEDA, IWC 
 
 
IWEP, IWC, SEEDA, 
UKTI 
BL, IWEP, CCTI, FSB 
RCC, IWC, BL, IW 
College 

 
Key Driver: Innovation 

IW Objectives Actions Responsibility 

Increase product, service 
and process innovation 
among IW businesses 

1. Increase awareness of the potential 
wealth benefits of innovation via PR, 
seminars, case studies 

2. Increase number of businesses using 
R&D and proof of concept funding for 
launching new products or services. 

3. Increase number of businesses using 
FE & University services and expertise 
to build innovation, e.g. student and 
graduate placements, research 
services 

4. Encourage businesses to exploit 
licensing of IP where appropriate 

BL, CCTI, IW Tourism, 
IWEP, IWC, IW College 
 
BL, CCTI, IWEP 
 
 
 
BL, Universities, IW 
College, CCTI, FSB, 
IWEP 
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5. Encourage businesses to expand 
capabilities by effectively integrating 
new technologies 

6. Ensure Planning Guidelines support 
innovative land use  

BL, CCTI, FSB, IWEP 
 
BL, CCTI, FSB, IW 
College, IWEP, IWC 
IWC 

 

Key Driver: Competition 

IW Objectives Actions Responsibility 

Create a culture 
characterised by a striving to 
deliver the very best  

1. Stimulate, nurture competitive culture 
by celebrating excellence 

 

2. Encourage businesses to compete 
regionally and internationally 

 

3. Attract new, internationally competing 
investors to IW. 

IWC, BL, CCTI, FSB, 
IW Tourism, IWEP, IW 
College, Schools 
 
BL, UKTI, CCTI, IW 
Tourism, IWEP 
 
IWEP, IWC, SEEDA, 
UKTI 

Improve the image and 
reputation of the IW as a 
business location 

1. Deliver Inspire branding programme 

2. Assist businesses to improve 
marketing  

3. Deliver targeted inward investment 
marketing programmes, including 
regeneration zone opportunities 

4. Create and deliver targeted tourism 
marketing programmes. 

5. Nurture and attract talented managers 
in public and private sectors 

6. Improve education performance 

7. Deliver Aim High vision 

IWEP and partners 
 
BL, CCTI, IW College 
 
IWEP, IWC, SEEDA, 
UKTI 
 
IW Tourism, CCTI 
 
IWC, All 

 

 

IWC, Schools 

IWC 

 

Key Driver: Skills 

IW Objectives Actions Responsibility 

Improve Educational 
attainment 

1. Deliver IWC Education action plan 

2. Ensure first class training provision 
including new HE opportunities 

3. Raise aspirations of young people 

IWC, IW College 

IWC, IW College, LP, 
Training Providers 

IWC, Schools, IW 
College, Connexions, 
CCTI, IWEP, LP, 
Training Providers 

Increase employer 
investment in training 

1. Increase employer awareness of 
commercial value of skilled/educated 
workforce and suitable training 
opportunities 

IW College, BL, LP, 
LSC 

Increase % working age 
population with Level 3+ 
qualifications, especially 

1. Promote IW as employment destination 
to graduates of relevant universities 
(Inspire) 

IWEP 
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Level 4+ 2. Encourage greater engagement of IW 
businesses with relevant universities, 
FE Colleges, etc. 

CCTI, BL, IW College, 
LP, IWEP 

 

Key Driver: Infrastructure & Investment 

IW Objectives Actions Responsibility 

Ensure utilities, transport 
infrastructure and built 
environment supports global 
competitiveness 

1. See Strategic Objective 1 above. 

2. Ensure physical resources of schools 
and other educational establishments 
are internationally competitive.  

3. Ensure sufficient housing of 
appropriate affordability is available 

4. Ensure design, materials and build are 
first class and reflect unique IW 
qualities. 

5. Make better use of Section 106 powers 

IWC 

IWC, LSC, LP 

 

 

SEEDA 

 

IWC, SEEDA 

 

IWC 

Promote investment 
opportunities in regeneration 
zones 

1. Develop “Red Carpet” investor 
assistance programme. 

2. Market investment opportunities, 
particularly to investors with potential to 
increase competitiveness and 
productivity. 

IWC, IWEP, SEEDA 

 

IWEP, SEEDA 

 

Key Driver: Employment 

IW Objectives Actions Responsibility 

Create enough jobs to 
ensure full employment of 
growing working age 
population   

1. Encourage growth in existing 
businesses, start-ups and promising 
inward investments 

BL, IWEP, CCTI. 

Increase economic 
participation 

1. Encourage innovative employment and 
training to provide family-friendly job 
opportunities  

2. Explore opportunities for engaging 
retired people in employment or 
mentoring roles. 

3. Encourage adult skills development to 
enable fuller employment and greater 
productivity 

IWC, BL, CCTI, FSB 

 

 

BL, CCTI, FSB 

 
 
LP, IWC, IW College, 
LSC 

Improve competitiveness of 
IW as employment 
destination 

1. Market benefits of living on IW in 
Inspire campaign 

2. Decrease pay differentials/ increase 
remuneration potential in order to 
attract and retain the best talent 

IWEP, partners 

 

Employers 
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Regional Strategic Objective 3:  Achieve Sustainable Prosperity 

IW Objectives Actions Responsibility 

Ensure that growth is 
sustainable. 

1. Encourage low-energy / zero carbon 
developments- both residential and 
commercial 

2. Encourage local generation of energy 
via renewable technologies 

3. Ensure new developments consider 
opportunities to use public transport. 

4. Improve commercial waste recycling 
performance 

5. Encourage reduced water usage by 
customers and wastage by the water 
company. 

IWC 

 
 
IWC, CCTI, Ent Hub, BL 

IWC, QTP, CCTI, IWEP 

 
IWC, CCTI 

 
IWC, BL, CCTI 
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Appendix 1:  “Open for Business, 2001-2005”:  Key Aims & Achievements 
 
 
The 2001-2005 regeneration strategy, ‘Open for Business’, aimed to nurture recent economic 
recovery and set out 4 main aims: 
 

- Become one of the fastest growing economies in the South East 
- Become one of the top UK tourist destinations 
- Ensure that all members of the community could share in prosperity 
- Ensure that all development is sustainable, integrating social and economic needs 

 
The good news is that whilst the Island and in particular the Isle of Wight Economic Partnership 
have seen many challenges and many changes over the previous 5 years, we have been very 
successful in achieving our aims: 
 
 
Aim: To become one of the fastest growing economies in the South East: 
 

The annual growth rate of the Isle of Wight economy has been substantially greater than the 
South East economy over the past five years:  IW = 4.5%, SE = 2.9%, UK = 2.5% (Experian 
Report). 
 
Nearly 9,900 additional jobs were created over the past 5 years and we reached the lowest 
levels of unemployment since records began.  Average weekly pay rose by nearly 24% to 
£406, although more needs to be done to close the gap with the rest of the country. 
 
 

Aim: To become one of the top UK tourist destinations: 
 

Tourism continues to make a very significant contribution to the Island’s economy and 
progress has been made in updating the tourism offering.  We are attracting more 
international visitors and have added new strategic events to our offering, such as the Isle 
of Wight Music Festival, the Bestival and the White Air Festival.   
 
Unfortunately the Hotels & Catering sector, which is a key component of the tourism 
offering, has suffered a significant decline in output (19% decline from £96.8 million to £78.2 
million). Whilst structural issues have meant that the development of the tourism sector has 
not progressed as quickly as it could have, the recently published Tourism Development 
Plan is addressing this. 

 
 
Aim: To ensure that all members of the community could share in prosperity 

 
Current and emerging strategies such as, the LSP, the LAA and the projects being 
delivered with Area Investment Framework monies, have ensured that all aspects of the 
community are considered whilst maintaining a focussed approach to our economy. With 
our targeted regeneration projects in the Medina Valley (Cowes Waterfront), the 
regeneration of Ryde with £6.2m of grant money and now the emerging Sandown Bay 
regeneration project, we are seeking to maximise the impact of our efforts and resources. 
 
 

Aim: To ensure that all development is sustainable, integrating social and economic 
needs 

 
With approximately 65% of the Island being covered with some form of environmental 
designation, all developments ensure that our natural assets remain our natural assets.  


