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The Internet and Business Support

In the section dealing with plans for the future, respondents were asked to indicate the most important
sources of business support for six different activities over the next two years (Table 13).The Internet was
regarded as being most important for sales and marketing (34.1%), with companies in London being

the most positive (41.2%) and those in Northern Ireland being the least enthusiastic (29.7%). Operations
and efficiency was the next highest group (16.3%), with Northern Ireland again the lowest (12.0%) and
the North East the highest (19.3%). Product development (14.8%) again had Northern Ireland as the
lowest region (9.7%), with London being by a margin the highest (19.2%). Perhaps confirming that most
small firms still rely on informal approaches to recruitment, just 9.9% of respondents planned to use the
Internet for management, recruitment and people development.London companies were again the most
positive (16.5%) and the ones in North East the least positive about the benefits of using the Internet
(8.3%). It is also worth noting that only 3.0% of respondents believed that the Internet would be useful
for supporting business start-up.
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A substantial proportion of owner-only firms (35.5%) did not have a business website, compared to

only 12.2% of 20+ firms (Table 14). A similar proportion of all firms did have a website that offered basic
information (little variation from the average of 19.1%) - but a lower proportion of owners used the
website to advertise products (30.6%) or to advertise and sell online (12.1%) than larger firms (45.8% and
15.7% respectively for 20+ firms).
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Respondents were asked to indicate whether or not they had a website and the nature of its associated
business functions. At the UK level, 27.7% of businesses did not have a website and this was

highest in Northern Ireland (32.3%) and lowest in London (22.0%). In other words, 78.0% of London
companies had a website compared to 67.7% in Northern Ireland and 72.3% nationally (Table 15). Overall,
19.1% of companies with a website used it only for basic contact information. Northern Ireland was again
a laggard region (27.4%), with Yorkshire and Humber (16.5%) the lowest (although that region did have

a high proportion of businesses without a website — 30.7%). Across the UK, 35.7% of businesses used a
website for advertising, with an additional 13.8% using it to sell online.
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Table 16
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A common pattern persisted here, with London companies rating highest in both categories (41.0% and
17.6%) and North Ireland the lowest in both categories (29.6% and 7.6%).The most alarming data relate
to those companies that use their website to link to suppliers (1.3%) and those that link to suppliers and
sell products (2.4%). London companies were the lowest in both these categories (0.0% and 1.3%), with
Yorkshire and Humber (2.7%) the highest for links to suppliers and the North West highest for links to
suppliers and sales (2.8%). It should be noted that the numbers of respondents were very low in both of
these categories and therefore the figures may not be reliable.
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At the UK level, 83.9% indicated that they had access to broadband, with London (88.2%) and the
South East (87.8%) scoring the highest and Northern Ireland the lowest (73.0%). In response to

the question about broadband width, 41.3% were in the 1-4 Mbps group, 35.8% had more than 4 Mbps
and 22.9% had less than 1 Mbps. With regards to the mid-band (1-4 Mbps), Scotland (38.4%) and London
(38.8%) were the lowest regions and Northern Ireland the highest (45.4%). However, this was explained
by the fact that London companies formed the highest proportion (45.6%) with access to >4 Mbps
broadband and Northern Ireland the lowest (26.9%), compared to the UK average of 35.8% (Table 16).
Based on the urban/rural split, website usage and access to broadband were broadly similar across
all categories.
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There were considerable sectoral variations in the business use of a website. Motor vehicles (46.6%),
agriculture, forestry & fishing (45.9%) and mining & construction (39.2%) were the highest non-users
(Table 17).Business services (17.6%) and manufacturing (20.8%) had the least numbers of non-users.
These large variations in usage between sectors were also clear in the way in which websites were used.
For example, only 23.9% of agriculture, forestry and fishing-based companies used their website to
advertise their products, compared to 44.7% of firms in business services.
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Responses to the presence of a website and the extent to which it was used within the business did vary
according to level of turnover (Table 18). As might be expected, only 12.5% of the largest companies did
not have a website compared to 32.7% of those with £25k turnover and 35.1% of those in the £25-£50k
turnover category.
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Clearly, the larger companies were much more likely to have a website and were more likely than smaller
firms to use their website for advertising (Table 19). Much more surprisingly, there was less variation
in use of the Internet for higher-level business functions. Only 2.4% of the largest companies (£1m
turnover) used their website to link to suppliers and 4.2% linked to suppliers and sold products.
The fact that these percentages were not substantially higher than the figures for the smallest companies
(1.3% and 2.1% respectively) indicates the reluctance, or inability, of smaller businesses to make effective
use of their websites.
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According to turnover, there were differences in response to a question about the presence and function
of a business website (Table 20). Although the figures were similar for companies with a website that

had basic contact information, there were differences for those that used the website for advertising

and advertising + sales.There was a larger proportion of firms which had increased turnover in both
categories than of those in which turnover had decreased. For example, 43.1% of firms that had increased
turnover by >20% used their website to advertise compared to 34.0% of those in which turnover had
decreased by >20%.
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In addition, of those firms with the largest increase in turnover (>20%), only 16.4% did not have a website.
This compared with 31.6% of those in which turnover had decreased (>20%).This compared with

34.2% of those intending to sell the business and 35.4% of those intending to hand over the business.
Those intending to sell the business also had lower percentages for using their website to advertise

or to advertise and sell (31.1% & 23.2%), as did those intending to hand over the business (13.6% for
advertising and13.4% for advertising and selling).

Links between education and more progressive approaches to management were also confirmed by
responses to the question regarding the adoption of Internet technologies (Table 21). Those with degrees
(postgraduate and bachelor’s) had the highest level of Internet adoption [lowest proportion responding
with a’No’] and scored substantially higher with regard to using the Internet to advertise (43.5% and
40.6%) and advertising and selling online (17.1% and 16.5%). However, although postgraduate and
bachelors groups came highest in respect of links to suppliers and selling online, the differences were

not particularly large compared with those without formal qualifications. Once again, this seems to be an
area that needs further investigation.
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In general, the younger age groups were more positive about the presence and extent of a website
within the business (Table 22). Only 17.3% of the youngest age group did not have a website, compared
with 35.8% of the oldest group. Similarly, a larger proportion of the younger groups than the >65 age
group used their website to advertise their products (39.6% as against 30.8%) and to advertise and sell
products (17.7% as against 13.2%). Differences between age groups were thus not as large as might have
been anticipated.
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PG = Postgraduate degree

BA = Bachelor’s degree

PRO = Professional qualifications
A-Lev = A Levels or equivalent
GCSE = GCSE/O Level

VOC =Vocational qualifications
NO = No qualifications
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Summary of Responses to ICT

1.

A substantial proportion of small firms (27.7% nationally) do not have a website — with Northern
Ireland having the highest proportion of non-adopters (32.3%)

There were also substantial regional variations in the usage of the website for advertising and
advertising and sales. As above, firms based in Northern Ireland scored lower on most aspects of
website usage.

The most telling statistic was the very small percentage of firms that use their website to link to
suppliers (1.3%) and to link to suppliers and sales (2.4%).These percentages were extremely consistent
across firm size and turnover (very surprisingly), as well as by region and by industrial sector.

There were some differences based on increases/decreases in turnover. Firms with the largest
increases in turnover (>20%) were much more likely to have a website than firms in which turnover
had decreased.

There were also substantial differences according to both qualifications and age of owner-manager.
The older age groups and those without qualifications were less likely to have a website or to use it
for advertising and sales.

Importance of Continuity Plans

Increasingly, small firms as well as larger organisations are aware of the uncertainty associated with
terrorist threats and disruption as a result of loss of IT systems or extreme weather conditions such as
flooding and storms. This uncertainty highlights the importance of small firms, having a continuity plan
in case of severe disruption. At the UK level, only 10.5% had a written plan and, not surprisingly,
London had the highest proportion of respondents in this group (15.0%) compared to just 7.9% in
the North East — with Scotland and Northern Ireland also very low. Overall, 53.0% did not have a plan
and 36.5% did not have a plan but had considered one. Somewhat surprisingly, London was one of
the lowest regions in this group (32.5%) — with only Wales lower (32.2%) and the East Midlands (40.2%)
highest in suggesting they had thought about a continuity plan. More interesting were the responses
to the following question about why they did not have a continuity plan: - 8.5% were unaware of
what a continuity/contingency plan was and 40.0% had never thought about the need for one.
London respondents were the smallest group (33.3%) who had never thought about the need for a plan,
with Northern Ireland (surprisingly) the highest with 53.8%. Otherwise, the main reason for not having
a plan was the lack of time (22.4%), followed by financial constraints (5.9%) and not knowing
where to go for help (4.7%).

page 22 lifting the barriers to growth in UK small businesses 2008



Implications For Growth

Congestion on local roads was a more important concern than on either trunk roads or motorways. Almost
24% of companies did not lose time to congestion — with Scotland scoring particularly low. London was
the highest in terms of time lost to congestion each week (14.9 hours).In general, rural businesses were less
likely that those based in urban areas to lose time to congestion. Greater investment in the road network
and more investment in public transport were the most popular solutions to road congestion.

With regard to the environment, the main competitive issue appears to be changes to the business

in response to climate change. A high proportion of businesses that had made changes as a result

of climate change had reduced energy use (82.3%) and were recycling waste (84.7%).But only 50%
indicated that they had raised staff awareness of the importance of reducing their environmental impact
and just under 45% were reducing water consumption.There were substantial regional variations with
the North East particularly slow to adapt to new ways of operating.In general, firms based in rural areas
were more likely than those in urban areas to have implemented changes, but the differences were

not particularly substantial. The strongest link was with turnover, as those with the highest levels had
generally introduced more changes.The link with firm size was confirmed by number of employees:
larger firms had introduced more changes in response to climate change. It might have been anticipated
that there would have been links between increases/decreases in turnover and attitudes to the
environment and congestion. However, there were not consistent or substantial variations in response to
either factor based on whether firms were growing or declining.

With regard to accessing advice in the next two years, the Internet was the most popular for sales and
marketing (34.1%) with London-based companies particularly enthusiastic. The lowest response related
to the Internet was for HR issues, with just 9.9% of companies planning to use this for recruitment

and staff development. Almost 28% of companies did not have a website — with Northern Ireland
particularly high (32.3%).The most important issue related to use of the Internet was the tiny proportion
of companies that integrate it with their supply chain. Overall, only 1.3% linked their website to their
suppliers and 2.4% linked to suppliers and old online. One of the key reasons for the lack of take-up of
more sophisticated Internet tools might be the lack of access to high-speed broadband. Only 37% of
businesses indicated that they had access to broadband of more than 4Mbps. Although those companies
with the largest turnover were more likely to have adopted the Internet they still ranked very low in
respect of making links with their supply chain. Similarly,a much smaller proportion of those firms
intending to grow did not have a website and more of these firms used the website for advertising and
to sell their products. In contrast, home-based businesses and retail/shops were the least likely to have a
website or to use it to advertise. This was confirmed by the large proportion of owner-only firms that did
not have a website. There were strong links between educational level and Internet adoption.Those with
qualifications were much more likely to have adopted the Internet and be using it to advertise and sell
their products/services.To some extent, this was confirmed by the age of the owners - with younger ones
much more likely to have adopted the internet and to be using it to advertise their products/services.The
main issues related to infrastructure and growth can be summarised as follows:

+ there were some sectoral and regional variations in response to environmental change — with
companies in the North East particularly slow to adapt;

+ larger firms, in terms of turnover and number of employees, had introduced the most changes;

+ local congestion was more significant than congestion on trunk roads or motorways — more
investment in the road network and public transport was the favoured solution;
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+ alarge proportion of small companies still do not have a website (28%), with Northern Irish firms
particularly slow to adopt this technology;

+ thereisalink between use of the Internet for advertising/sales and growth in turnover;

+ atiny proportion of all firms use the Internet to link in to their supply chain (at the UK level only 1.3%
are linked to their suppliers and only 2.4% use the Internet to sell their product — a percentage which
holds true even for the largest and fastest-growing firms);

+ firms of which the owner-manager has higher-level qualifications are more responsive to adoption of
the Internet.
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key policy recommendations

Transport

+ Greater investment in the road infrastructure by the Department for Transport is urgently needed to
meet the needs of small business owners.

+ More action is needed by local authorities and the Highways Agency to tackle the problem of road
works and their effect on congestion and the knock on effect on small business productivity.

+  The results show that road pricing is likely to be damaging to small businesses and is not the best
solution for cutting congestion.

Environment

«  The results show that small businesses are changing their practices as a result of climate change;
the government should be maximising this opportunity by delivering a coherent message to small
businesses.

Given the substantial regional and sectoral variations in terms of changes implemented in response
to environmental concerns, delivery bodies such as DEFRA should ensure a consistent and targeted
message across all regions and sectors.

+ Resource efficiency in particular will be increasingly important in the current economic climate and
the two factors economy/environment should be brought together more effectively to encourage
greater efficiencies in small businesses.

+  Given the evidence that the smallest of businesses are not applying efficiency measures at the same
rate as larger concerns, there should be more government investment in technical innovation and in
financial incentives for energy efficiency for small businesses.

+  On the back of these results, the FSB would like to see the government together with energy
suppliers mount a comprehensive and targeted campaign to promote energy-efficiency measures
that small businesses can easily apply to their businesses.

+  The FSB would recommend that, as a priority, a small-business or micro enterprise department is
formed in both the Energy Savings Trust (EST) and the Carbon Trust. Currently EST appears to be
more focused on householders and the Carbon Trust on larger businesses (given that eligibility for
a free energy survey is dependent on an annual energy bill of over £50k, small-business annual bills
average between £5 and 10k).

ICT

+  Given that 28% of small businesses do not have a website, the full benefits of maximising the use of
websites should be clearly communicated to the business community, particularly with regard to the
opportunities that buying and selling online present.The results show that 43% of those businesses
which used their website to advertise had increased turnover by more than 20%.

The results show a clear difference in access to fast broadband in rural and urban areas, whilst usage
is about the same. Broadband service providers should be mindful of providing the most effective
service to all small businesses across the country.
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