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INTRODUCTION

This Is the Cornwall and Isles of Scilly Rural Prosperity Fund
Investment Plan addendum. This document is an addendum
to the Cornwall and Isles of Scilly Good Growth Shared
Prosperity Fund Investment Plan and the two documents must
be read in conjunction. The CloS ambitions for Good Growth
and the principles for how to implement Good Growth through
Prosperity Funding are outlined in the Cornwall and Isles of
Scilly Good Growth Shared Prosperity Fund Investment Plan
and apply equally to the Rural Prosperity Fund. Governance
and delivery arrangements are as set out for the wider

SPF in the Cornwall and Isles of Scilly Good Growth Shared
Prosperity Fund Investment Plan.
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RURAL CHALLENGES
AND OPPORTUNITIES
IN CIOS

Cornwall and the Isles of Scilly (CloS] is a predominantly rural
area with a wealth of invaluable assets that make it a very

special place to live and work. However, some of these unique
characteristics also present challenges for meeting changing
needs and delivery of key infrastructure to support population and
economic growth. Cornwall’s beautiful but peripheral location and
the remoteness of the Isles of Scilly pose particular challenges
which are evident in terms of social deprivation, an absence

of large employers, high house prices compared to average
earnings and difficulties in travelling to learn and work and

higher transport costs all of which impact on productivity, skills
development and a resulting lack of progression opportunities.

Our distinctive local communities are the backbone of CloS. Over
half a million residents live in small settlements stretched across
our peninsula and islands and each has its own unique identity.
We have a network of small dispersed market towns, high streets
and villages all of which are changing fast in response to evolving
shopping habits, new lifestyles and working patterns and the
impact of the Covid-19 pandemic. Of our 20 market towns, only
six have a population greater than 20,000, and all serve the
surrounding rural area. The areas outside our towns and villages
are also changing with an increase in residents of non-working
age and a resulting change in the structure of the local economy.
In terms of demographics the average age of a resident in
Cornwall is 8 years older than the national average.

Cornwall’s beautiful but peripheral
location and the remoteness of the
Isles of Scilly pose particular challenges
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As outlined in our UKSPF Investment Plan
submission low productivity and low wages
are the overarching challenges for the CloS
economy. We will therefore use the rural
prosperity fund to complement and augment
our wider SPF Investment Plan by prioritising
places in CloS outside of larger towns as well
as supporting the sectors of our economy
that are the dominant workplaces and
businesses in rural areas with a bespoke
rural offer. We will also use rural prosperity
fund support rural communities through
investment in community infrastructure

and nature-based solutions that will allow
CloS to take advantage of the opportunities
presented to us by unique natural assets as
well as our clear strategic aims around net-
zero transition and nature recovery.

There is a significant productivity gap
between rural and urban areas within the
UK, which is even more pronounced for
areas such as CIOS that don't benefit from
the agglomeration benefits of proximity to
larger urban areas. Defra’'s second report
on rural proofing published in September
2022 demonstrated that the productivity
rate in predominantly rural authorities has
not kept up with the rest of the country. In
2001 on average, it was 89% of the England
average; in 2020, it was 81%, reflecting the
relative increase in London’s contribution to
England’s overall productivity. In 2020, the
GVA per workforce job in predominantly rural
areas was £45,500 and in predominantly
urban areas (excluding London) it was
£51,700 (provisional estimates). This lower
productivity in turn has a depressing impact
on wages with median workplace-based
earnings being lower in rural areas (£22,900)
than in urban areas (£25,400).

There is a significant

‘ ‘ productivity gap
between rural and urban
areas within the UK
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Cornwall and the Isles of Silly’s starting point
for delivery of the Rural Prosperity Fund is
lower than the average for rural areas cited
in the second Defra Rural Proofing report.
Our productivity rate (GVA per hour worked)
is 77% of the UK average, our GVA per
workforce job is £41,984 (74% of UK average)
and our median workplace-based earnings
are £20,628 (79% of UK average).

As other rural areas we have high levels

of self-employment, micro and small
businesses which have a desire to grow but
face barriers to do so. Transport, accessibility
and connectivity are a key challenge for rural
areas particularly those more peripheral

and difficult to reach parts of our rural
communities. Average weekly household
expenditure on transport costs in rural areas
in England is £114 compared with £76 in urban
areas. Broadband and mobile connectivity
are seen as one of the key interventions

in rural areas to improve productivity and
overcome challenges posed by the lack of
agglomeration effects when compared to
urban areas. There are particular challenges
facing the Isles of Scilly. The geographic
isolation of the islands directly affects the
economic, social and environmental needs
of communities and businesses. Whilst the
islands enjoy high levels of employment (with
high levels of self-employment], individuals
frequently have multiple jobs. Incomes are
significantly lower than the national and
regional averages due to the preponderance
of low paid, part time and seasonal jobs. The
peripheral location also brings challenges
associated with the flow of goods and
services vital to support its sustainability

as well as transport costs and inter island
connectivity which significantly impact on
construction costs and business viability. This
needs to be taken in to consideration when
assessing value for money calculations.

Management of natural and cultural assets
Is a key role played by farmers and land
managers across CloS. There is a need

to continue to support such endeavors
particularly where there are economically
important assets which need protection and

a transition to long term sustainability. The
sectoral make up of CloS also presents its
own challenges in terms of wages. There

Is a need to support rural sectors such as
agriculture, forestry and fishing, food and
drink and the rural tourism sector to increase
productivity and wages. It is important that
such sectors are developed with the goal of
enabling business to pay at least the Real
Living Wage rate to all employees and staff.

In addition, areas such as Cornwall and

the Isles of Scilly, where agriculture makes
up a large part of the economy (5.8% GVA
compared to 0.5% in England), the transition
from the support regime in place under

the EU’'s Common Agricultural Policy to a
domestic regime will also have a significant
and disproportionate impact.

Cornwall and the
Isles of Scilly’s
productivity rate is

77% of the UK average

£20,628

Farmers and landowners are facing a seismic
change to the way they are supported by
Government. The Government’'s Agricultural
Transition Plan moves support from an
area-based EU Common Agricultural Policy
annual payment (Basic Payment Scheme
(BPS)) to payment for the provision by
farmers of public goods - better land and
nature management (Environmental Land
Management Scheme (ELMS)). Direct
payments under BPS are being phased out
over a seven-year period from 2021 to 2028.
ELMS is still in the development stage after
delays, resulting in a funding gap at exactly
the same time as agricultural input cost
inflation has risen to approx. 25% without a
similar increase in output values.

g\“‘" The geographic isolation of
x' 2| the Isles of Scilly directly

o affects the economic, social
and environmental needs of
communities and businesses.

Our median workplace-
based earnings
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Research undertaken by the National innovation
Centre for Rural Enterprise and the Countryside
and Community Research Institute* estimated
that the total amount coming in each year from
BPS to CloS up to 2020 was £51.6m. Over the
transition period the total BPS amount lost from
the rural economy of the Great South West area
will be £883.7m by the end of 2027. Our CloS
industry is predominantly composed of grazing
livestock, especially beef and sheep which have
particularly low profitability and a high reliance
on BPS to make any profit at all. Average farm
income is £28,398 in CloS of which £18,545 (65%)
is net BPS. Therefore, the risks presented by the
Agricultural Transition Plan to farm businesses
in Cornwall and the Isles of Scilly is greater

than other areas which increases the need to
encourage productivity gains, adding value

and farm diversification. Whilst some of this
funding will be replaced by income derived from
the planned Environmental Land Management
Schemes productivity gains and/or diversification
will be required to fill the gap in income caused
by the reduction in Basic Payments to farmers
and land managers. This reduction will also have
knock on impacts in the supply chain and the
wider economy of rural areas as lower income
levels on farms will mean less purchases from
feed and fertiliser suppliers, machinery dealers
and service industries.

Over the transition period
the total BPS amount lost
from the rural economy of
the Great South West area

will be £883.7m

by the end of 2027.

All of our core rural industries are suffering
as inflation has risen to unprecedented levels
and demand continues to soften. Research
by Cornwall Council into the impact of rising
energy costs on businesses indicates that
the impact on Cornish businesses is likely to
be higher than elsewhere in the UK due to
the higher numbers of micro-businesses in
CloS as well as a higher percentage of our
total economy being made up of agriculture,
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accommodation and food services as well as
businesses within the transportation sector.
There is significant evidence that local high
street sales are significantly down on last
year in part due to falling visitor numbers.
Recent reports from the likes of Tesco &
Morrisons demonstrate clear evidence of
consumers trading down or opting out of core
food & drink purchasing.

With prices and margins under huge
pressure throughout the food chain the
inflationary pressures of our smaller
producers are not being recovered. There
Is a lot of evidence building that inflationary
cost pressures may be as high as 25% or
higher throughout our core food supply
chain (Andersons Consultants ‘Agriflation’
estimation 2022).

CloS" Good Growth SPF Investment Plan'
has been designed to address our
economic challenges and build on our
economic opportunities. We intend to

use the additional funding from the Rural
Prosperity Fund to investment in rural
businesses to allow them to reduce costs
of production especially around energy use,
bring relevant new products to markets and
create new added value production capacity.
We will do this by building on the significant
opportunities for that exist for local
businesses and rural communities across
Cornwall and the Isles of Scilly.

CloS has a clear ambition to lead the UK's
green industrial by putting our unique
renewable energy resources, tech metals
and space and data capabilities at the heart of
the UK's economic future. Through targeted
investment in the unique sector opportunities
that exist in CloS, as well as improving

the environmental and social impact and
productivity of our existing business base we
will deliver truly inclusive growth that is both
locally relevant and nationally significant.
The following unique sector opportunities
have been identified in the SPF Investment
Plan all of which has relevance for our rural
businesses and communities:

CLEAN ENERGY RESOURCES
GEO RESOURCES

DATA AND SPACE

VISITOR ECONOMY
AGRI-FOOD

Investment from the Rural Prosperity Fund
will align with investment from the wider UK
SPF and enable us to deepen our support
for businesses located in rural areas. It will
be used to encourage farmers to diversify,
encourage new and existing high value
businesses to be created and expand as well
as encouraging those existing businesses
that have the capacity and capability to
deliver our Good Growth objectives to
participate in the levelling up agenda.

We will also use rural prosperity fund

to support rural communities through
investment in community infrastructure
and nature-based solutions that will allow
CloS to take advantage of the opportunities
presented to us by unique natural assets as
well as our clear strategic aims around net-
zero transition and nature recovery.

' Good Growth - Investment Plan for Cornwall and Isles
of Scilly implementation of UK Shared Prosperity Fund
2022-2025 (ciosgoodgrowth.com)
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https://ciosgoodgrowth.com/wp-content/uploads/2022/08/Good-Growth-UK-Shared-Prosperity-Fund-Investment-Plan-WEB-1.pdf
https://ciosgoodgrowth.com/wp-content/uploads/2022/08/Good-Growth-UK-Shared-Prosperity-Fund-Investment-Plan-WEB-1.pdf
https://ciosgoodgrowth.com/wp-content/uploads/2022/08/Good-Growth-UK-Shared-Prosperity-Fund-Investment-Plan-WEB-1.pdf

INVESTMENT PRIORITIES AND
INDICATIVE BUDGET SPLIT

Cornwall and the Isles of Scilly has been
allocated £5,567,556 to over the two-year
period April 2023 to March 2025 from

Rural Prosperity Fund. The funding is 100%
capital funding. The table below outlines the
indicative budget split across investment
priorities and across the two budget years:

Investment

D s Intervention 2023/24 | 2024/25
priorities

1.1 Capital grants for small scale
investment in microand small ~ £0.25m £0.25m £0.5m
enterprises in rural areas.

1.2 Capital grants for growing
the local social economy and £0.25m £0.25m £0.5m
supporting innovation.

SUPPORTING
RURAL
BUSINESSES

1.3 Capital grant funding for
developing and promotingthe  £0.46m £0.46m £0.9Tm
visitor economy.

TOTAL SUPPORTING

RURAL BUSINESSES £0.96m | £0.96m | £1.91m

2.2 Capital grant funding for
investment in capacity building
and infrastructure support £0.46m £0.46m £0.9Tm
for local civil society and
community groups.

2.3 Capital grant funding for
creation and improvements to £0.46m £0.46m £0.9Tm
local rural green spaces.

SUPPORTING
RURAL
COMMUNITIES

2.4 Capital grant funding for
existing cultural, historic and
heritage institutions that make ~ £0.46m £0.46m £0.91m
up the local cultural heritage
offer.

2.6 Capital grant funding for active
travel enhancements in the £0.46m £0.46m £0.9Tm
local area.

TOTAL SUPPORTING
RURAL COMMUNITIES
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Recognising that 2023-24 will be a
very challenging year for our local
businesses and communities due to
inflationary pressures, we will ensure
that the rural prosperity funding is
made available via an open invitation
and via a bespoke rural offer in the
Good Growth Hub as early on as
possible following government sign-
off of this addendum. This will allow
our businesses and communities to
access funding quickly while allowing
successful projects to spend it flexibly
across the two-year period.

We intend to use two separate routes to
market for the CloS rural prosperity fund both
of which will insure good value for money:

1) We will allocate £1m of 2023/25 RPF
budget to the CloS Good Growth Hub to
create a bespoke rural offer supporting
activity linked to intervention 1.1 and 1.2
with a focus on:

© Farm diversification to help reduce
the impact of reducing Basic Payment
Scheme payments, including commercial
activity linked to nature recovery (e.g.
wild seed harvesting or nursery for plants
needed for nature recovery projects) and
tourism but the creation of new tourism
bed space will be a very low priority in
Cornwall that will only be funded where
clear evidence of market demand and
no displacement can be proven. Quality
improvements to existing facilities that
help to extend the peak season into the
shoulder months would therefore be
the primary focus of this funding. To
reflect their local circumstances new
bed space provision on the Isles of Scilly
will be prioritized alongside quality
improvements to existing provision.

© Food and Drink processing for non-
farmer owned/controlled businesses?

This activity will be directly delivered through
Cornwall Council's Good Growth Hub.
Embedding this rural small grant fund into
an existing business support model with a
proven track-record will ensure good value
for money. Small grants of up to £2000,000
will be offered.

2) We will use the remaining £4.6m RPF
budget to launch an open invitation
for rural projects to come forward with
projects that respond to interventions
1.3,2.2,2.3, 2.4 and 2.6 with a view to
strengthen community infrastructure and
assets that will have a positive impact
on rural businesses and communities.
This open invitation for rural projects will
therefore complement activity within the
wider SPF and extend the reach of these
activities and ensure that particularly
rural areas within CloS benefit from these
activities. While we have allocated an
indicative budget for each of the following
interventions: 1.3, 2.2, 2.3, 2.4 and 2.6, the
final use of the budget will depend on the
projects that are put forward in the open
invitation which is an opportunity for rural
businesses and communities across CloS
to articulate their proposal for how best
to utilise the available budget. Grants of
£200,000 to £1m will be made available
through this open invitation.

The CloS Economic Prosperity Board will
review bids put forward in response to the
open invitation and make decisions about
which projects to fund from the Rural
Prosperity Fund.

2 Farmer owned/controlled food and drink businesses can
access support from Defra’s Farm Investment Fund.
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GEOGRAPHICAL
TARGETING

While all parts of Cornwall and the Isles of
Scilly are eligible for the Rural Prosperity
Fund, places in CloS outside of larger towns
will be prioritised as we know that smaller
and rural-based places within CloS have
historically been less successful in accessing
funding. This will be done by putting in

place a clear strategic aim that all projects
coming forward for Rural Prosperity Funding
must articulate how they will benefit rural
businesses and/or rural communities

within CloS. This targeting will ensure that
activity funded via the Rural Prosperity Fund
complement activity within the wider SPF by
extending the reach of these activities and
ensuring that rural areas within CloS benefit
from the additional funding made available
through the Rural Prosperity Fund.
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VALUE FOR MONEY
AND LEVERAGING
IN OTHER SOURCES
OF FUNDING

In order to maximise value for money across the Rural
Prosperity Fund in CloS, projects will be encouraged to
leverage in other sources of funding including private, public
and third sector match funding. While match funding is not
mandatory in order to be considered for RPF funding, all
projects will be assessed in terms of value for money. There
will be exceptional cases where very high grant rate will be
appropriate such as projects located on the Isles of Scilly
where transport costs are high, community projects where
no opportunities for private sector leverage exists or projects
targeting new products and markets where entry costs are
high and risks involved prevent the activity proceeding without
a higher intervention rate.
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Contact us

goodgrowthfdcornwall.gov.uk
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If you would like this information in another
format or language please contact:

Cornwall Council, County Hall,
Treyew Road, Truro, TR1 3AY

e: customerservices@cornwall.gov.uk
t: 0300 1234 100



