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THE STATES OF DELIBERATION
of the
ISLAND OF GUERNSEY

COMMITTEE for ECONOMIC DEVELOPMENT

STATES OF GUERNSEY ECONOMIC DEVELOPMENT STRATEGY

The States are asked to decide:-

Whether, after consideration of the policy letter entitled ‘States of Guernsey Economic
Development Strategy’ dated 18" May, 2018, they are of the opinion:-

1. To note that the States of Guernsey Economic Development Strategy set out in
the Committee’s policy letter builds on the Committee for Economic
Development’s policy plan, as approved by the States on 30t June, 2017, and the
policies of the Policy & Resource Plan, as approved by the States on 8%
November, 2017.

2. To approve the States of Guernsey Economic Development Strategy set out in
the Committee’s policy letter.

The above Propositions have been submitted to Her Majesty's Procureur for advice on
any legal or constitutional implications in accordance with Rule 4(1) of the Rules of
Procedure of the States of Deliberation and their Committees.
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THE STATES OF DELIBERATION
of the
ISLAND OF GUERNSEY

COMMITTEE for ECONOMIC DEVELOPMENT

STATES OF GUERNSEY ECONOMIC DEVELOPMENT STRATEGY

The Presiding Officer
States of Guernsey
Royal Court House
St Peter Port

18t May, 2018

Dear Sir

1.1

1.2

1.3

1.4

Executive summary

In this policy letter, the Committee for Economic Development (the
“Committee”) puts forward a vision for Guernsey’s economy, both in the longer
term (to 2030) and the present day, and proposes a strategy to enable the States
of Guernsey to achieve this vision.

The Committee has prepared this policy letter under its mandated responsibility
to advise the States and develop and implement policies relating to its purpose,
and with regard to the objectives of the States of Deliberation (the “States”), as
set out in phases one and two of the Policy & Resource Plan, as approved by the
States in 2016 and 2017, respectively.

The Committee has set out in this policy letter its intention to enable the States
of Guernsey to diversify and grow the economy; to secure long-term prosperity;
reaffirm that Guernsey is open for business; and more actively monitor and
report on our economy and act on those insights.

This approach is both ambitious in scope and rooted in pragmatism, and the
Committee is confident that these ambitions can be realised with the resources
available to the States.



2.1

2.2

2.3

2.4

Introduction - a vision for the economy

The Committee has prepared this policy letter with regard to its mandated
responsibility to advise the States and to develop and implement policies relating
to its purpose, which is:

“To secure prosperity through the generation of wealth and the creation of the
greatest number and widest range of employment opportunities possible by
promoting and developing business, commerce and industry in all sectors of the
economy.”

The Committee has also prepared this policy letter with regard to the objectives
of the States as set out in the Policy & Resource Plan.

In November 2016, the States agreed, as part of phase one of the Policy &
Resource Plan?, the objective that:

“Our economy is successful and productive, and while it specialises in a number
of broad areas such as financial services, digital services and hospitality and
tourism, there is already some diversification within those areas. We believe this
is the result of being innovative and flexible, taking advantage of opportunities
that have arisen. We want our economy to continue to be strong, to be
sustainable and to continue growing. A strong economy is essential to maintain
high rates of employment, low rates of unemployment and a diverse range of
well-remunerated jobs. Without a strong economy the States will not have the
revenue necessary to pursue social welfare programmes or invest in vital public
services and infrastructure. Successful businesses are an important part of our
economy, supporting our quality of life and community. Government’s focus
should be on ensuring we have the right conditions for businesses to set up,
grow and operate successfully. Given the resources available, we need to
prioritise high-value and low-footprint industries. We need to create conditions
that encourage and foster enterprise, and ensure that we have sufficient
workers with the necessary skills to support the economy now and in the future.
We also need to make sure that those who want to work can work, and to help
them maximise their working lives.”

To achieve that, the States said that it would undertake the following:

e “Ensure conditions that encourage and foster enterprise and remove
barriers to business, keeping regulation appropriate and proportionate,
whilst respecting environmental and social safeguards;

e Ensure the provision of reliable, sustainable and affordable sea and air links;
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2.5

2.6

2.7

2.8

2.9

e focus on maintaining an appropriately-sized working population;

e Look to remove barriers that are discouraging or preventing some people
from pursuing or remaining in paid employment and provide additional
support to those who need it to find and sustain employment;

e Promote Guernsey as an attractive place to work and live in order to
encourage the retention of our current workforce, the return of those who
have chosen to gain life experience in other jurisdictions, and to attract
those who may bring valuable skills to the Island; and

e Maintain, enhance and promote Guernsey’s rich marine and terrestrial
environment as a high value resource which underpins our economy.”

In so doing, the States acknowledged that in order to maintain and grow the
Island’s economy, Guernsey’s brand needs to evolve, and that the Island needs
to enhance its reputation as an international centre of excellence for innovative
business.

In June 2017, the States agreed the policy objectives of the Committee, as part
of phase two of the Policy & Resource Plan?.

The Committee is aware that our community needs a vision — a clear view of
what we are aiming to achieve. This report is an opportunity for the States and
the community to consider and provide feedback on the Committee’s view of
what Guernsey’s economy should look like and how this will be achieved. The
Committee considers this is a statement of how it intends to boost the economy
to create a positive future for Guernsey and the Bailiwick.

Although the Committee has already met with business representative groups,
businesses, and other stakeholders, these discussions will continue in order to
prioritise ideas and develop models for partnership. The Committee recognises
that this work must be facilitated by the Committee not in isolation but together
with businesses and the wider community, and with the other Committees of the
States.

There are many changes and challenges on the horizon — not just the
demographic challenge and the need to increase the size of Guernsey’s
economically active population, but also in the face of emerging technologies
which may lead to the robotisation of some business activities. The Committee
feels it is important that it identifies current and future drivers of economic
growth, and proposes policies to ensure Guernsey is best placed to take full
advantage of a rapidly changing global economic landscape. In order to be
equipped to face these, the States, business, and the Island needs to be outward-
looking and open. The Committee is involved in work being coordinated by the
Policy & Resources Committee, to address the issues arising out of the UK's exit
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2.10

2.11

2.12

2.13

from the European Union ('Brexit'), including participation in the UK's future
economic partnership with the EU, and extending to the Bailiwick the UK's
membership of the World Trade Organisation, and the extension of UK future
trade agreements. The Brexit work presents challenges and opportunities for
Guernsey which will depend on the outcome of the UK-EU negotiations, and it
will be important that the strategy can adapt to these emergent factors in order
to secure the best possible long term outcomes.

To achieve growth in the economy, the Committee intends to focus on
Guernsey’s core competitive values of stability, quality and innovation in order
to:

e Maintain - building on what we do well now, and enabling development in
those areas;

e Diversify and grow - achieving diversification into new areas of economic
activity to secure long-term prosperity;

e Reaffirm that Guernsey is open for business through the actions we take;
and

e More actively monitor and report on our economy, and use those insights
to inform our actions.

Our critical strengths will continue to include constitutional stability, the rule of
law, substantial human capital through a well-educated, highly-skilled
population, nimble decision making, the English language, a safe and secure
environment, a time-zone convenient for global business, and world-class digital
connectivity. It is important that we promote this offer and our successes around
the world, and the Committee will continue to actively support the promotion of
Guernsey as a place to do business.

Utilising these strengths will enable Guernsey to maintain and strengthen its
status as a high value economy — that is, one which focuses on activities that
generate a large margin between the final price of a good or service and the cost
of inputs used to produce it, and thus create higher profits for businesses and
higher wages for employees. This will provide sustainable prosperity, enabling us
to maintain and grow our existing economic sectors, to support emerging sectors
and ideas, and to diversify into new areas that build on what we do well today.

Whilst maintaining our support for the financial services industry, the Committee
sees opportunities in other sectors including higher education (where Guernsey
can leverage the world-class brand of the UK), medical technology (‘medtech’ —
where Guernsey already has an emerging sector), renewable energy (natural
resources of solar, wind, marine current and tidal energy), data analytics and
processing, and data governance and digital services.



2.14

2.15

2.16

2.17

2.18

3.1

The types of businesses that we most want to attract are ‘scale ups’ in high value
added industries, including inter alia the sectors set out in 2.13. In this context,
the term ‘scale-up’ describes the process in the business cycle whereby an
existing business is seeking to expand, achieve new investments, and seek new
market opportunities.

The types of people we want to attract are ambitious entrepreneurs who want
to take advantage of the work/life balance Guernsey offers — a high quality of life
in a safe, conveniently-connected location with a low-tax and professional
environment.

The Committee’s view is that targeted investment in the economy is needed. We
welcome the establishment of the Guernsey Investment Fund, and support the
setting up of further cells as part of that fund. The Committee also welcomes the
commitment of the Policy & Resources Committee and the States to replenish
the Future Guernsey Economic Fund in order to invest in the economy?3.

The Committee acknowledges the need to prioritise existing resources, both in
terms of people and funding, and that there is no point in setting out a vision for
the economy if it is not achievable. The work set out below will form the basis of
an operational plan with key performance indicators.

Whilst the Committee is part of the States of Guernsey, it recognises our
economy is linked closely to that of Alderney — with whom we are effectively in
fiscal union — and of Sark. The Committee will remain cognisant of the mutual
benefit of Guernsey, Alderney and Sark having strong economies, and where
appropriate and practical will seek to work with its counterparts in Alderney and
Sark in order to strengthen those economies.

Guernsey’s economy today

By most measures and international comparisons Guernsey is a successful
economy. The total GDP* for 2016 is restated as £2,868 million with a GDP per
capita of £45,913. However, despite real annual GDP growth of 0.6% in 2016,
cumulative growth between 2009 and 2016 has totalled less than 1% in real
terms due to contractions in 2010 and 2012. Real growth in 2015 and 2016 was
weak, echoing economic performance, where growth has slowed as inflation has
risen. Whilst GDP growth indicates success in terms of economic output, GDP by
itself is not a complete measure of living standards — for example in 2015 21.3%
of the population lived in households with less than 60% of net median income
per equivalent adult, reduced from 22.3% the previous year. This reflects the

3 Billet d’Etat XXVI (2016)
4 Guernsey Annual GVA and GDP Bulletin 2016 (First Estimates), issued on 7t" December 2017



need to ensure that economic growth policies have a real impact on living
standards, not just GDP growth.

3.2 The Chamber of Commerce Young Business Group’s 2017 business trends
survey®> shows that Guernsey businesses continue to remain confident about
their future. A majority predict that their revenue and profit growth will be either
“substantially” or “slightly up” for the year ahead while the number of those who
believe profitability will fall is less than in previous years. However the overall
confidence in the economy’s medium-term prospects is uncertain. To some
extent this reflects national and international uncertainties such as the impacts
of Brexit and global economic growth.

3.3 As with other developed economies, productivity is the driver of sustained
economic growth. While Guernsey does not currently collect data on working
hours to facilitate a formal measure of productivity, factor income (the output
generated by active economic sectors) per worker can be used as a proxy. Whilst
output is high, at nearly £81,000 per employed person in 2017, this is 0.9% lower
in real terms than in 2009°. In part this reflects a growth in activity and
employment outside of the finance sector and highlights the challenge of
diversifying the economy while maintaining the high level of productivity
Guernsey has enjoyed since finance services developed in Guernsey.

3.4  Thisis also set against a backdrop of a growing proportion of the population that
is not economically active and a recent trend of net emigration. While the trend
of net migration has slowed significantly since 2014, the continuation of low
levels of net emigration from Guernsey is placing a downward pressure on our
working age population’. Combined with the progression of our large baby boom
generation into retirement, the working age population has fallen 5% from the
last peak in 20118, However this has been balanced by increasing levels of
workforce participation which have increased in almost every age group across

5> Island Global Research — Guernsey Young Business Group 2017 Business Trends Survey, available at:
http://www.guernseychamber.com/chamber-news/guernsey-young-business-group-2017-business-
trends-survey-report/

6 Estimates derived by Strategy and Policy from raw data supporting Guernsey Annual GVA and GDP
Bulletin 2016 (First Estimates) (Issue date 7th December 2017).
https://www.gov.gg/CHttpHandler.ashx?id=111088&p=0

7 Guernsey Annual Electronic Census Report - Population at 31st June 2017, Employment and Earnings at
31th December 2017. Issue date 26™ April 2018 (see table 2.1.2)
https://gov.gg/CHttpHandler.ashx?id=112878&p=0

8 Guernsey Quarterly Population, Employment and Earnings Bulletin - Population at 31st June 2017,
Employment and Earnings at 31th December 2017. Issue date 26" April 2018 (see table 2.2.1)
https://gov.gg/CHttpHandler.ashx?id=112878&p=0 Fig 4.1.1 details annual population changes by age
group 2014-2017
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https://gov.gg/CHttpHandler.ashx?id=112878&p=0
https://gov.gg/CHttpHandler.ashx?id=112878&p=0

both genders®. As a result, by the end of 2017 registered unemployment in
Guernsey had fallen to its lowest level since 2009'° and the total number of
people employed or self-employed in Guernsey (adjusted for seasonal changes)
has increased to the highest level on record!!. In the long term, workforce
participation rates have natural limits and are unlikely to be able to compensate
for the fall in the working population.

The case for change

3.5

3.6

4.1

4.2

Whilst there is confidence, it is only for the short-term and easily lost if we are
not decisive and active in stimulating the economy. Investment is needed in
infrastructure and entrepreneurialism. The view of the Committee is that we
must maintain and grow our existing sectors; support emerging sectors and
encourage diversification; demonstrate that Guernsey is open for business; and,
following the restated GDP figures and the trends they highlight, monitor the
economy and productivity more effectively.

We also need to consider the resilience of our economy. The finance sector is,
and will continue to be, integral to our economic model as a key engine of growth
but we must encourage diversity both within that sector and across the economy
as a whole. This will ensure that we can resist any future internal or external
shocks. In order to do this, Guernsey needs to demonstrate that it is open for
business by prioritising enablers such as skills, cutting red tape, and maintaining
Guernsey’s competitive advantage.

The role of government

The role of the States of Guernsey is to maintain a commitment to Guernsey
businesses to support them in competitive markets and address the factors
responsible for limiting growth and productivity. This can be done by investing in
our community’s skills and infrastructure, and by maintaining an internationally
competitive economic environment.

We must also promote the many reasons we have to be positive. The best
example is our finance sector, an acknowledged international centre of
excellence which provides investment capital to the UK and global economies,

% Estimates derived by Strategy and Policy from raw data supporting Guernsey Annual Electronic Census
Report - Population at 31st June 2017, Employment and Earnings at 31th December 2017

Issue date 26 April 2018

10 Guernsey Quarterly Population, Employment and Earnings Bulletin - Population at 31st June 2017,
Employment and Earnings at 31th December 2017. Issue date 26" April 2018 (see figure 6.1.1)

11 perived by Strategy and Policy from raw data supporting Guernsey Quarterly Population, Employment
and Earnings Bulletin - Population at 31st June 2017, Employment and Earnings at 31th December 2017
Issue date 26" April 2018



4.3

4.4

4.5

4.6

making a positive contribution to prosperity beyond these shores. Combined
with the adherence to international standards of transparency, probity and
financial stability means that Guernsey is a jurisdiction that provides certainty
and security to the investor.

During 2018, the Committee has again considered how Guernsey can diversify
its economy. These considerations included how we might best use our assets —
our people, skills, and expertise; our natural resources; and our infrastructure.
The Committee also considered potential benefits, in terms of economic growth,
increased investment, and greater numbers of high value jobs; how innovation
would need to be balanced with our social and environmental objectives; and
how aspiration needed to be balanced with achievability.

Investing in our community’s skills needs a government-wide approach through
strategies which build the skills of the future into our education system and
enable flexible career choices to be made by individuals of all ages through
appropriate training. With that in mind the Committee will work closely with the
Committee for Education, Sport & Culture on the development of training
agencies which will deliver lifelong learning opportunities and workforce training
strategies; and with the Committee for Home Affairs to develop a flexible and
responsive population management regime to provide the workforce which we
cannot provide on-Island.

Guernsey’s infrastructure provides the fundamental facilities and systems
serving the Island, including those necessary for the economy to function.
Appropriate investment in infrastructure is therefore critical for continuing
economic growth. We need to invest in transport infrastructure, digital
infrastructure, and housing — and doing so will boost the economy. The
Committee will work closely with the Committee for the Environment &
Infrastructure on the States’ long-term infrastructure plan; the Development &
Planning Authority on the positive development opportunities available through
the Island Development Plan; and with the Policy & Resources Committee on
supporting investment through the capital programme.

Maintaining a competitive environment means we need to further strengthen
our transport and digital connectivity; to cut unnecessary red tape; to meet
international standards on areas such as data protection and information
exchange; to understand our approach to risk as an economy; and to keep taxes
low through ensuring our public services are efficient.



5 Overview of the Economic Development Strategy

5.1 The economic development strategy put forward by the Committee seeks to
achieve growth in the economy by focusing on four core areas, which seek to:

e build on what we do well now (maintain);

e achieve diversification into new areas of economic activity to secure long-
term prosperity (diversify and grow);

e Reaffirm that Guernsey is open for business through the actions we take
(open for business); and

e More actively monitor and report on our economy, and use those insights
to inform our actions (monitoring the economy).

5.2 The Committee has identified key areas of work under each of these core
headings, which it will pursue working alongside other States Committees and
with external partners. These key areas of work are set out in the following
sections and summarised in figure 1, below.

10



Figure 1 ‘Overview of the Economic Development Strategy’
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6.1

6.1.1

6.1.2

6.1.3

6.1.4

6.1.5

Maintaining and growing our existing economic sectors

Finance sector

Guernsey’s finance sector — rightly — has a global reputation for quality,
security, innovation, and meeting international standards. It is supported by
world-class professional services and an internationally-recognised regulatory
framework. The sector is the central pillar of Guernsey’s economy and will
continue to be so. The tax receipts it generates significantly help to fund public
services, and additionally it supports our community through corporate social
responsibility programmes and sponsorship of cultural and sporting activities.
Guernsey should be proud of its finance sector, and as a government we must
do all we can that is appropriate in order to support and sustain it.

The finance sector remains Guernsey’s largest sector of employment activity!?
and earnings. The sector, including legal and accounting activity, adds in the
region of £1.2bn to the economy equating to 44% of the Island’s economic
output!3. It accounts for a quarter of all employment and a significant
proportion of tax revenues'#. Securing a sustainable future for the sector is
clearly a critical activity for the economy of Guernsey.

However the finance sector has faced testing economic conditions in recent
years. The 2008 global financial crisis has been followed by a hostility in certain
quarters to finance in general and offshore finance in particular. Not only has
the finance sector had to cope with a regulatory reaction but it has had to
absorb significant administrative costs arising from the reporting requirements
brought about by the Foreign Account Tax Compliance Act (FATCA) and the
Common Reporting Standard tax transparency initiatives. The reporting of
beneficial ownership information is the latest global standard to be met by our
firms.

Against this backdrop, it is perhaps of no surprise that finance sector output is
broadly unchanged over the last five years. There is broad recognition within
industry that a more strategic approach is needed but also efforts need to be
made to ‘reboot’ growth where immediate opportunities can be identified.

Actions in order to achieve this will be set out in a policy framework. The
framework will create an environment to deliver a plan for finance sector
growth and diversification, for example into FinTech and green finance (defined
as financial investment into sustainable development projects, initiatives and

12 Guernsey Facts and Figures 2017, States of Guernsey Data & Analysis (Table 2.16 re employment

activity)

13 Guernsey Annual GVA and GDP Bulletin 2016 (First Estimates) (Issue date 7" December 2017)
14 Guernsey Facts and Figures 2017, States of Guernsey Data & Analysis (Table 2.16 employment by
economic sector at March each year)
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policies that encourage the development of a more sustainable economy while
providing a return on investment). It will set out the strengths and priorities for
each part of the finance sector; the objectives for all stakeholders, including
government; and the principles to develop the global positioning of the sector
as a whole. That work is being coordinated by Guernsey Finance with the active
support of, and input from, government and the Guernsey International
Business Association and the Guernsey Financial Services Commission. The
framework will set out a public commitment by all stakeholders to assist in the
creation of this environment and will be published during the second half of
2018.

6.1.6 This framework will also be supported by a plan that will be action focused,
building on existing strengths, and will assist in developing and securing new
markets and products where Guernsey has a real or perceived competitive
advantage. Working Groups, bringing together government and industry
representatives, have been established in order to progress this plan. These
Working Groups will cover five development action areas, and will publish
statements before the end of 2018. The five established Working Groups are:

e Funds (including green finance);

e Fintech (including blockchain and smart contracts);
e Fiduciary services (including family offices);

e Wealth management and brokerage services; and
o Global passporting.

6.1.7 These action areas are inter-connected and, with strong promotion and
positive positioning, they have the potential to be developed into a powerful
Guernsey proposition. The plan will also seek to leverage on Guernsey’s Brexit
strategy of better trading relationships with both the UK and the EU and to
continue to link ourselves closely to the City of London, to ensure we are
recognised as a strategic asset for the City, supporting and complementing UK
competitiveness. This will be balanced with work on strengthening
relationships with non-EU markets in the medium to long term.

6.1.8 Developing and agreeing a new way of working is critical to delivering growth.
It is needed to drive and deliver development of the finance sector using a
more unified, jurisdiction-wide approach. A more strategic role for Guernsey
Finance will be part of that approach.

6.2 Tourism and hospitality

6.2.1 Whilst there is no precise mechanism which assesses the contribution tourism
makes to the Guernsey economy, recent estimates value the direct
contribution at around 2% of GDP, and the indirect contribution (by applying a

13



6.2.2

6.2.3

6.2.4

6.2.5

6.2.6

multiplier effect) at over 4% of GDP. It is accepted, however, that tourism helps
to support and sustain the critical air and sea links to the Island, providing much
needed connectivity to the UK and Europe. It also ensures the breadth and
quality of the Island’s hospitality and attraction offering, not just for tourists
but for the local and international business community and the Island’s
residents.

The shape of the tourism industry in Guernsey has changed significantly. Over
the past 15 years the near-exponential growth of the low cost carrier industry
has provided for increasingly cheaper international air fares for tourists. It has
thereby opened up a much wider choice of non-domestic destinations for
Guernsey’s UK and European visitor target markets. As a result the States of
Guernsey’s Marketing & Tourism service area has continued to focus its effort
on attracting the less price sensitive and more affluent 45+/ABC1 core target
market demographic.

This approach was endorsed recently by PwC following the completion of its
Strategic Review of Guernsey’s Tourism Product offering. The PwC report
confirmed that the baby boomer and the swing generation market (50+)
represents approximately 44% of the UK outbound travel volume and 48% of
the total spend, and is displaying high growth. This demographic is the
wealthiest and is not price sensitive, and remains a focus for marketing
Guernsey as a visitor destination.

Marketing and Tourism, in collaboration with the Chamber of Commerce
Tourism and Hospitality sub-group, published in 2014 the Guernsey Tourism
Strategic Plan 2015—-2025. The plan included an objective to increase the
number and value of visitors by 30% over the ten year period of the plan, and
set out five objectives to help achieve this:

e Evaluate new and stronger route connections to the Island (UK and
Europe);

e Strengthen the Island’s product offering;

o Develop an exceptional visitor experience;

o Develop a positive environment for growth and investment; and

e Develop marketing and messaging that is consistent and compelling.

Since the publication of the 2014 plan, there have been a number of positive
developments demonstrating how Guernsey’s tourism offer is adapting to the
market and taking advantage of opportunities.

During 2015, the Guernsey Heritage Festival was launched. The month-long

festival, now in its fourth year, is supported by many local groups and boasts
over 300 events and activities, ending with the Guernsey Literary Festival. In

14



6.2.7

6.2.8

6.2.9

6.2.10

6.2.11

2016, in partnership with Taste Guernsey, the Guernsey Food Festival was
launched. Over three successful years it has grown in reputation and
popularity.

The contribution to the economy made by cruise liner visitors continues to
increase, with over 110,000 cruise passengers coming ashore during 2017.
Guernsey’s reputation as a favourite port of call has been consistently
endorsed and recognised by the leading cruise industry publication ‘Cruise
Critic’. During the last three years, Guernsey has twice received the Editor’s
Choice for the ‘UK’s top port of call’ and the cruise passengers’ choice of the
‘Top 5 European Ports of Call’. Despite the uncertainty over the potential
impact of Brexit, 105 ships and over 120,000 passengers are expected in 2018,
and a total of 99 ships already confirmed for 2019. Investment in this day-
visitor market will continue, as will efforts to encourage cruise visitors to return
to the Island for longer breaks.

Visit Guernsey has been working hard behind the scenes so that Guernsey can
take advantage of the release of the film “The Guernsey Literary and Potato
Peel Pie Society”. There has been extensive engagement with tour operators
and travel agents to offer them themed packages as well as active sporting
holidays. The ability to showcase the Island, its heritage and products, should
result in world-wide interest and increase visitors.

In addition the Committee will encourage a renewed focus on exploiting the
Island’s very strong links to the international literary icon Victor Hugo. As well
as the Victor Hugo in Guernsey Society’s International Conference in June,
there will be more events to give more exposure to important cultural sites on
the Island which will also protect the Anglo-French heritage. This approach has
proven appeal to the French market and will be of interest to the UK and US
markets. In addition, the Committee has recently signed an agreement with the
Prefectures of Normandy, La Manche for the development of an App, which
will assist in the interpretation of Victor Hugo’s time in Guernsey.

The Committee is also keen to work with other tourism bodies in the Channel
Islands to continue to promote the ‘Island Hopping’ campaign.

As a result of an amendment to the Island Development Plan debated in 2016,
the Committee was instructed to bring a review of the Tourism Strategy to the
States by the end of 2018. The recent review of Guernsey’s tourism product
provides important information for shaping States’ policies on visitor
accommodation in the Island, an area where the Committee is keen to see
some relaxation of the controls that are currently in place. The Committee will
carry out further analysis of the implications of any revisions and consult on any
proposed policy revision and return to the States in the second half of 2018
with a new Tourism Strategy. Overall, the Committee will seek to ensure that

15



6.3

6.3.1

6.3.2

6.3.3

6.3.4

6.3.5

the new Tourism Strategy is reflected in appropriate amendments to the Island
Development Plan, if required, in particular, the easing of the ability of visitor
accommodation to enter or leave the market, and supporting new tourism
accommodation developments.

The digital economy

The Digital Framework published in 2017 identified the role that government
can play in directly supporting the digital and wider economy through digital
innovation and capability. This approach was lauded in the executive summary
of the 2017 Annual Independent Fiscal Policy Review (published in January
2018), which stated that “attempts to promote the diversification of the local
economy with high value, low footprint economic activity through the
publishing of [that document] are to be welcomed in the interests of the Island’s
long-term fiscal health.” Since the publication of this framework there have
been a number of significant successes in the 10 action areas identified to assist
in the development of Guernsey’s digital economy.

The economic objective of the digital framework is to develop digitally enabled
industry, data and innovation. This is an area which fulfils all the requirements
of a high value economy; that benefits from our flexible and responsive
regulation and legislative environment; and that builds on our brand values
around trust and security.

In order to support the aims set out in the Digital Framework, the Digital
Greenhouse will have a higher profile role in developing our digital offering. A
new telecommunications strategy will set out how the infrastructure will be put
in place to enhance digital connectivity, while reducing the barriers faced by
business (cutting ‘red tape’) will also support the development of agile digital
businesses across the economy. Locate Guernsey will also work closely with
the Digital Greenhouse in targeting appropriate digital businesses to move to
Guernsey in order to ‘scale up’ their business.

The telecommunications sector strategy will be published in mid-2018 after
consultation with industry and stakeholders. The implementation and
monitoring of that strategy will be overseen by the Future Telecoms Oversight
Group, comprising political and officer representation from the Committee for
Economic Development, and the Policy & Resources Committee, as well as
expertise from the Development & Planning Authority.

The Committee welcomes the ongoing development of the Future Digital
Services work which is part of the Public Service Reform framework agreed by
the States in 2015, and which was set out in the Policy & Resources Plan update
of April 2018 in the Chief Executive’s report appendix. Political and officer
representatives are part of the commissioning and procurement process for
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Future Digital Services, and welcome the opportunity to ensure that there is
investment in the growth of Guernsey’s digital sector through this major
programme. A key pillar of the Future Digital Services project is to deliver
tangible economic development initiatives for the digital economy.

A significant achievement of the Digital Framework has been the work carried
out to develop digital skills on the Island. This includes changing the Bailiwick
Curriculum to include digital skills, signposting and promoting pathways to
digital careers, and offering a very successful internship scheme. This scheme
has been developed in partnership with local businesses and has already
achieved some notable successes for businesses which have been able to
obtain locally qualified students.

Guernsey offers international business a safe haven for data and this has been
strengthened by the work led by the Committee for Home Affairs on data and
cyber-security. The Cyber Strategy published in December 2017 will enhance
our cyber protection and resilience through a range of measures including
strengthening our relationship with Jersey and with the UK’s National Cyber
Security Centre. The new Data Protection (Bailiwick of Guernsey) Law, 2017
was developed in conjunction with business groups and the appointment of a
world renowned Chair of Commissioners and Regulator confirms Guernsey as a
world leading jurisdiction for data protection. The Committees are already
working together closely to grow Guernsey’s data and knowledge economy,
and will also work with the Data Protection Commissioner in that respect.

The Committee will support the development of Guernsey’s knowledge
economy. The intellectual property regime will need to be flexible to adapt to
the external opportunities and challenges such as Brexit, and the Committee
will actively monitor developments in that area. This includes undertaking the
necessary work to support the extension of international conventions to
Guernsey. The Committee agrees with the new approach set out in the Policy &
Resource Plan to coordinating the Island’s responses to International
Instruments.

The Committee acknowledges its role in supporting the development of
Alderney’s economy. In particular Alderney’s e-gaming sector has an
international reputation for excellence, including its regulatory framework, and
the Committee will endeavour to provide the appropriate support that the e-
gaming sector needs to continue to grow.

Retail
Retail and wholesale activities employ around 4,000 people in Guernsey and

are an important part of business and community life. Having commissioned a
retail survey, undertaken in late 2017, the Committee will continue to reflect
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on the insight gathered from the nearly 1,000 respondents to inform its
approach to supporting and working with the retail sector. This will include
ongoing work across various policy areas — for example, in relation to skills,
land use, transport connectivity and cutting red tape. The Committee will keep
the current retail strategy under review to ensure that the approach reflects
the needs of today’s retailers and customers.

Making retail a career of choice, and equipping employees with the skills
required, is critical to the success of the sector. The Committee has had
concerns that many people do not currently see retail as a viable, attractive
career option, despite the sector offering significant opportunities to
employees who wish to develop a career in a variety of roles. Appropriate
training is required to equip individuals with the skills they need to fulfil their
potential and access progression opportunities. People also need to be made
aware of, and encouraged to take advantage of, the opportunities available in
this diverse sector. The work of Skills Guernsey has identified the potential for
the introduction of a retail apprenticeship and the Committee will work with
Skills Guernsey to consider the best format for such a modern apprenticeship,
and how it may be financed and best implemented to suit the needs of the
sector.

The Committee recognises that the retail sector makes a vital contribution to
the character of the Main Centres of Town and the Bridge, and will continue to
support an approach to land use which seeks to maintain and enhance the
retail offering in these locations. The Committee also recognises the potential
of the Seafront Enhancement Area to provide opportunities for the sector, and
will ensure that the needs of the retail sector are taken into account in work to
unlock the potential of this area.

The Committee recognises the importance of supply chain logistics to the retail
sector and will ensure these are taken into account in its work on transport
connectivity. The Committee will also review red tape with a view to removing
any potential barriers to business development in the sector. To this same end,
the Committee has made available to retailers the findings of its 2017 survey'®
of consumer preferences, to ensure retailers are able to benefit from the
insights gained from this piece of market research, in the course of their
business development.

There is currently, however, no dedicated retail sector industry body in
Guernsey, and this limits the extent to which the sector is able to act as a
cohesive body to support its members and effectively engage with government.
The Committee will therefore also give consideration to how to improve retail
sector representation on the Island.

15 Available at: https://www.gov.gg/retailsurvey2017
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Guernsey marque

Guernsey’s businesses have a strong track record in developing products and
services that are based on local knowledge, expertise and values. Capitalising
on the high profile of Guernsey through the release of The Guernsey Literary
and Potato Peel Pie Society film, the Committee will support the private sector
in establishing a Guernsey marque for locally made and designed products and
services. This will assist the off-Island marketing of those products, and also
support the Guernsey brand.

Construction

The construction sector within Guernsey has faced demand-based challenges in
recent years in relation to commercial property, as there have not been the
same number of larger projects previously enjoyed by the sector. Conversely,
the challenges in relation to the residential property appear to be supply-
based.

The Committee wishes to play an active role in creating the right environment
for investment in infrastructure, and supports the aim of ensuring new projects
and maintenance commissioned by the States are spread more evenly through
political terms but also at an increased overall rate. This aim is reflected in the
States’ reaffirmation in the Policy & Resource Plan of the importance of
investing in infrastructure and allocating 3% of GDP per annum to this, as well
as the prioritisation of the long-term Infrastructure Investment Plan led by the
Committee for the Environment & Infrastructure.

It is clear that the relative economic impact of the provision of large scale
construction activity by on-Island providers should be considered when
commissioning such contracts. This is not to unduly favour local providers or
seek to discriminate against off-Island providers who may be able to provide
quality and expertise, but simply to appropriately recognise the greater
economic multiplier effects that exist from local profits, employment and
expenditure. The States of Guernsey’s procurement approach has a
recognition of local input, which the Committee fully supports. However it is
also important that, where possible, States’ building activity is phased in a
manner to avoid an immediate glut of activity followed by another fallow
period. The Committee will work with the Policy & Resources Committee, the
Committee for the Environment & Infrastructure, and the Construction Industry
Forum to find practical ways in which such phasing can be best achieved.

The provision of skills within the construction sector is important. The
Committee will work with employers within the sector, through its role within
Skills Guernsey, to best support businesses to continue to invest in and obtain
the skills required for the sector to flourish. This will include appropriate use
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and revision of the existing apprenticeship scheme system to meet the
changing demands of a modern construction industry. As is the case for the
retail sector, it will be important to make sure that the opportunities of a
career within the construction industry are correctly signposted for school
leavers. There will also be opportunity to work with industry to develop new
approaches to skills training and knowledge acquisition in the industry.

Supporting emerging sectors and diversification

International university

Initial work undertaken by the States of Guernsey’s cross-Committee university
working party between September 2016 and June 2017 indicates that there are
potential significant long-term economic and reputational benefits for
Guernsey in establishing an international university campus in Guernsey. Based
on UK higher education figures, it is estimated at this stage that the direct
economic benefits of 1,000 students could be around £10m per year, which
would mean around £2m per year to general revenue. It might also mean over
£21m of indirect benefits per year, which would amount to one per cent of
GDP. Around £4m per year in salaries of those employed directly would mean
an additional sum of over £0.5m per year to general revenue, and this is before
the benefits to the local supply chain and construction industry are factored in.

Following discussions with a number of UK and international universities and
their advisers/representative bodies, and in co-operation with the Institute of
Health and Social Care Studies and the GTA university centre, as well as the
assessment of recent independent research and reports, a preferred model to
deliver economic benefits might be:

e Along-term (10-20 year) initial partnership with an overseas (non-UK)
university that has an established reputation for excellence;

e Guernsey as the site of a European English-speaking campus for a small
group (initially up to 1,000) of students (potentially undergraduate and
postgraduate) to develop further academic and language skills as part of
established courses;

e Guernsey’s campus develops a niche built on existing expertise (for
example international business, cyber-security or marine renewable
energy) that might be opened up to additional partners in the future. To
maximise economic benefit the University would provide opportunity for
on-Island business growth through partnerships, knowledge transfer and
spin-outs from the University; and

e During that first (10-year) phase, establish relationships with UK universities
post-Brexit in order to put in place an additional formal partnership with a
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Russell Group member university. Therefore we will strive to meet UK
standards in order to enable that opportunity.

With this in mind the cross-Committee university working party, led by the
President of the Committee, will:

e Specify benefits and costs to developing a university presence in Guernsey,
set out a draft project plan, and confirm the likely investment needed by (a)
the States of Guernsey and (b) the private sector;

e |dentify potential suitable and interested partners who can meet the
required quality standards and economic volumes over a sustained period
of time; and

e |dentify the model for investment that will best encourage and deliver
private sector investment.

Seafront Enhancement

There has been considerable discussion of the enhancement of the St Peter
Port harbour area in recent months, following its designation as a Harbour
Action Area within the Island Development Plan. The Committee believes that
unlocking the potential of the St Peter Port harbour area can create significant
commercial opportunities and could enable the largest development the Island
has seen for a century. It has the potential to lead to, for example,
environmental enhancement and an uplift in the quality of the area, land
reclamation, the development of retail, hotel and office-based developments,
provision of a range of housing types, harbour-related infrastructure, cultural
and leisure developments, car parking, and wider public realm improvements.
Further, it has a unique potential to increase economic activity in a manner that
will be sustainable long after the construction phase and result in a larger,
stronger and more successful economy. The scale of change will be determined
through extensive consultation and engagement with the community.

A programme of work is underway that will plan for the future development of
the seafront and surrounding area, with the aims of unlocking substantial
economic, social and environmental benefits. Following States approval in
November 2017, the enhancement of the seafront area is one of the priorities
in the Policy & Resource Plan. A steering group been formed to oversee the
programme’s progress.

The steering group consists of representatives from the Policy & Resources
Committee, the Committee for the Environment & Infrastructure, the
Committee for Economic Development, the Committee for Home Affairs, the
States’ Trading Supervisory Board and the Development & Planning Authority.
It objectives are to:
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e Co-ordinate the approach of the States of Guernsey to the
enhancement of the seafront, including the development of a master
plan as part of a Local Planning Brief under the provisions of the Island
Development Plan;

o Identify and assess potential quick wins that could be in place or
underway by October 2019 that are in line with the policies of the Island
Development Plan and ahead of the Local Planning Brief;

e |dentify opportunities to work with community and business parties;

e Deliver a clear vision for the redevelopment of the Seafront
Enhancement Area which can be considered by the whole community;

e Produce an investable proposition for public and private capital; and

e Establish an independent funding vehicle which can ensure the delivery
of this development. This funding vehicle is likely to need to combine
both private and public sources of funds for a development of this
importance, size and nature and the Committee is keen to work closely
with the private and third sectors on the planning and delivery of this
important development.

Blue economy

The ‘blue economy’ concept seeks to promote economic growth and the
preservation or improvement of livelihoods while at the same time ensuring
environmental sustainability of the oceans and coastal areas. The blue
economy has diverse components, including established traditional ocean
industries such as fisheries, tourism, and maritime transport, but also new and
emerging activities, such as offshore renewable energy, aquaculture, and
marine biotechnology. The World Bank, for example, has linked the
development of a blue economy to economic diversification, creation of jobs
(notably high value jobs in research and development and marine energy for
example), sustainable management of the marine environment and increased
food security.

The Seafront Enhancement Area, and the Committee for the Environment &
Infrastructure’s energy policy and maritime strategy will provide Guernsey with
the opportunity to investigate options for enhancing the blue economy through
the potential development of new industries and associated infrastructure. The
Committee will work with other States Committees to fully explore all potential
options to enhance the contribution this can make to the Island’s economy, as
well as its lifestyle and sea and land environments. This work will look to
support the development of renewable energy, tourism and fisheries.
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The work on the blue economy will also include looking at the long-term
sustainability of Guernsey’s fishing industry. Working with the Committee for
the Environment & Infrastructure, and the Policy & Resources Committee, the
Committee will seek to ensure that the challenges of Brexit are met, and that
our historic fishing industry can capitalise on opportunities in the future.

Renewable energy

The States has prioritised an Energy Policy to be led by the Committee for the
Environment & Infrastructure. It has also recognised the potential of renewable
energy to meet both local renewable energy targets and also the potential to
generate exports to assist other jurisdictions to meet their targets. In October
2010 the States approved the Renewable Energy (Guernsey) Law, 2010. This
primary enabling legislation facilitated the establishment of the Guernsey
Renewable Energy Commission as an independent statutory body and provides
the framework for the licensing of marine renewable energy devices to be
installed within the Island’s territorial seas.

The 2015 Paris Agreement has driven the agenda for clean growth, developing
new technologies such as smart energy systems. The States agreed a
programme that includes:

e Preparing the necessary legislation which will enable Guernsey to take
advantage of wind, wave and tidal power opportunities as and when they
arise;

e Closely monitoring wind, wave and tidal power technologies and
opportunities; and

e Encouraging, promoting and facilitating wind, wave and tidal power
opportunities.

The Committee will work closely with the Committee for the Environment &
Infrastructure as they develop the Energy Policy, and with energy providers, to
identify ways of delivering tangible economic benefits from the development of
the renewable energy sector, both in terms of generation and storage. This will
include discussions regarding how the development of the Energy Policy can
enable innovation from the energy providers without leading to either
excessive energy costs or underinvestment in infrastructure. As well as
providing opportunities for economic growth, the Energy Policy can act as an
enabler — for example, energy back up and independence for data centres. It
will also support on-Island energy resilience as well as offering opportunities
for export.
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The development of an International University in Guernsey could provide the
opportunity for this economic initiative to have secondary benefits, such as the
inclusion of renewable energy on the curriculum. This could, in turn, lead to the
strengthening of this industry on the Island. The development of green funds in
the finance sector strategy lends itself to the development of new energy funds
that could support research and development in such a university setting.

Clinical and medical services — ‘medtech’

Global innovation in clinical and medical services is creating new opportunities
for high value jobs and sustainable growth. For example, in the UK, the number
of jobs in science, research, engineering and technology is expected to rise at
twice the rate of other occupations by 2023. Guernsey has the ability to
legislate in order to support these new opportunities, and the potential to
invest through entrepreneurs’ applications to the Guernsey Investment Fund,
and government investment through the Future Guernsey Economic Fund.

The Committee notes the Resolutions the States made on 13™ December
2017 in respect of the Partnership of Purpose. The Committee will work with
the Committee for Health & Social Care and private sector providers to
determine which specialisms Guernsey might benefit from developing in a
robust ethical and regulatory framework, and also to identify potential clinical
trials that will support new and innovative health and medical science offerings,
looking to partner with businesses and research institutions off-Island.

The Committee will work with the Committee for Health & Social Care to
explore and develop a model to offer specialist private medical treatment both
for visitors to Guernsey as well as Islanders. This would be offered for those
who wish to have a value-added service such as superior surroundings, both in
hospital and whilst recuperating, but still includes the excellent care already
provided. Far from being detrimental to local health service users, the potential
financial benefits of the opportunity will help to drive further investment in on-
Island health services.

Economic impact from the Arts and Cultural events

There is good evidence from around the UK to suggest that funding of arts and
cultural and sports events can have a positive impact on a local economy. For
instance, the Tate Gallery in St Ives generates over £16m per annum in
economic impact for the Cornish economy. Even small events are having a
positive impact in terms of increased use of local transport links,
accommodation, retail and hospitality outlets.

16 Billet d’Etat XXIV (2017)
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The increasing success of arts and cultural events such as the Guernsey Literary
Festival, the Guernsey Photography Festival, the Skipton Arts Festival, Arts
Sunday, the Sark Folk Festival, the Vale Earth Fair and the Alderney Literary
Festival are all having a positive impact on the Bailiwick’s economy.

The Committee believes that there is potential for further economic growth in
these areas and will work with the Committee for Education, Sports and
Culture and the Guernsey Arts Commission to better understand the potential
for enhanced economic impact from arts and cultural events and sports events
held within the Bailiwick.

To support these initiatives, the Committee will expect to make applications for
funding from the Future Guernsey Economic Fund where necessary and
appropriate.

Guernsey - open for business

Guernsey’s prosperity is founded on being an open, liberal, free-trading
economy. Investment can be attracted from Guernsey’s world-class finance
sector, and investors can be assured by Guernsey’s high quality governance
standards. Guernsey’s message to the global economy is that it is open for
business, and this can be evidenced through:

e Secure and established air links to London, Manchester and other UK cities,
and sea links to the UK, France and Jersey;

e A competitive business environment underpinned by a corporate income
tax regime that meets international standards and which can be adapted as
necessary if those standards change;

e World-class professional services;

e Internationally recognised and aligned regulatory regimes in financial
services, competition and data protection;

e Stable government and financial stability;

e World-class digital connectivity, data protection and intellectual property
protection;

e An ability to revise legislation quickly and effectively; and

e Atrack record of innovation that is home to The International Stock
Exchange, the world’s first image rights register and 2-Reg, Guernsey’s
successful international aircraft registry.

To retain this position in the future, Guernsey cannot stand still. We need to:
e Invest in our people and in our connectivity;

e Maximise the economic benefits of our natural resources while balancing
our environmental and social objectives;
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e Create an even more business friendly environment through further
removal of red tape — that is, removing barriers to doing business that can
unintentionally reduce our competitiveness;

e Continue to support the promotion of Guernsey as a place to do business;

e Establish the parameters of risk for Guernsey as a jurisdiction in relation to
business; and

e Enable government and business to work in partnership to create
prosperity and to diversify our economy.

Skills and people

If Guernsey is to meet the aspirations for economic development set out in this
document, then the skills of its people to deliver this will be critical. There is
good academic evidence to suggest that investment in skills development has
considerable economic benefit’, with each £1 spent on training equivalent to
over £4 in long term economic benefit, through higher productivity benefits for
employers and therefore wage levels. Skills Guernsey is important in bridging
and coordinating the identification of need with the delivery of training through
the Island’s training bodies and employers.

In recent years, three major audits of the skills gaps in the local economy have
been conducted; one each by two consultancy companies and one by the firm
which conducts such surveys for the UK Government. Each of these studies has
identified a gap in softer skills in the workforce such as customer service skills,
whilst the latest and largest exercise in 2014 also focused on an increasing lack
of technical skills. Skills Guernsey has collated the previous work and sought to
confirm and extend the analysis through extensive discussions with employers,
business groups and providers of training and education.

During 2018, Skills Guernsey will publish a skills action plan, led jointly by the
Committee with the Committee for Education, Sport & Culture, which sets out
the following objectives:

e Setting out the skills gaps in the economy that have been identified;
e Ensuring that providers of education and training address these gaps; and
e Coordinating the monitoring and actions in this area on an ongoing basis.

One such gap is in digital skills. These are essential for all sectors of the
economy, and will need to be addressed both in the short and longer term. To
this end, the Committee has worked with the Committee for Education, Sport &

17 “Adult Apprenticeships — Estimating economic benefits from apprenticeships — technical paper.
National Audit Office, February 2012”: Table 15 (NAO estimate following HMT Green Book guidance —
Total Benefits to the Economy / Total Costs to the Economy ratio is £4.7/£1.
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Culture to develop a digital skills strategy, which forms an integral part of the
wider skills strategy led by the same Committees. This will ensure our children
are taught digital skills at school to enable them to fill the jobs that employers
on-Island offer. It will also ensure that we have a framework for lifelong
learning to enable people of all ages to develop their skills over a lifetime.

Employers have also identified a lack of suitably highly qualified students
coming into the workplace, and therefore Guernsey’s education and training
system will need to deliver graduates and apprentices with specialist, generic,
and vocational skills. This includes retraining to ensure that graduate and post-
graduate level qualifications can be offered with a focus on digital courses. A
number of local technology businesses provide bursaries for local students to
study at university and provide paid work placements during their holidays.

In the longer term, the provision of digital skills in Guernsey is also critical and
requires the development and expansion of a number of programmes. The
Committee’s Digital Internship programme is aimed at pre-degree students and
will now be extended following its success in its initial year. At degree level, the
Committee and KPMG are supporting the first on-Island digital degree local
placement student in Guernsey attached to the University of Exeter. Specsavers
are also offering a Digital Marketing Apprenticeship for the first time from
September 2018. These examples of delivery models have the potential to
create sustainable and effective digital graduate skills on-Island.

The role of apprenticeships and work-based learning is critical to the Guernsey
economy, where a large number of smaller firms are responsible for substantial
levels of employment. Industry is clear that there is considerable appetite for
apprenticeships to provide work-orientated skills and cover a wider range of
the economy than present. The development of ‘modern apprenticeships’ is,
therefore, essential and should be encouraged as part of the review of the
States’ Apprenticeship Scheme being undertaken by the Committee for
Education, Sport and Culture. Further work-based learning options, as well as
flexible training provisions and support for small businesses, will be reviewed in
collaboration with the Committee for Education, Sport & Culture, and industry
through Skills Guernsey.

Skills and the population management regime

In the short term, it will be critical to attract individuals with digital skills which
are not available in Guernsey. The Committee acknowledges the support that
the Committee for Home Affairs has given to meeting this challenge through
flexibility in the population management regime that has ensured the
prioritisation of permits for individuals meeting these critical skill gaps. The new
regime is much more flexible than was previously possible under the former
Housing Control legislation, with the Population Management Office very
willing to engage with employers and listen to feedback, and with — for
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example — digital employers supportive of the new approach. The Committee
also supports the review of the Population Management (Guernsey) Law, 2016
and its underpinning policies by the cross-Committee review panel, of which it
is a member.

It has been acknowledged by the States!® that “there will always be a need to
import key skills and labour in order to grow the economy, stabilise public
finances and sustain our quality of life.” It is also accepted that this is in
addition to developing and maintaining Guernsey’s workforce at a size and
make-up consistent with achieving the States’ strategic economic, social and
environmental objectives. This work directly supports the Policy & Resource
Plan’s strategic outcome of being a centre of excellence and innovation as well
as securing a strong, sustainable and growing economy. Consequently, the
Committee’s view is that to enable more people to relocate to Guernsey for
employment purposes would be consistent with the existing strategic
population policy.

The Committee’s view is that the regime could be liberalised further. The
demographic challenge in relation to the proportion of the population that is
economically active means it will be necessary to ensure the size of the working
population remains at sustainable levels. In addition, we need to continue to
attract the right demographic of people to Guernsey to support and grow the
economy, as their skills and businesses will become more important, as well as
supporting existing employers in sectors such as tourism and hospitality.

Land use

Guernsey’s size demands that its limited landmass is used efficiently to support
and foster economic activity, while ensuring that the Island’s high quality
natural and built environment is not detrimentally affected. Local
distinctiveness and culture are critical to the way the Island is regarded by
those looking to invest in, visit, and make their home on Guernsey.
Development conducted in an appropriate and sympathetic manner can
enhance the Island through investment in its buildings and places whilst
supporting enhancement of its natural resources and environment and,
therefore, add to its overall economic performance and attractiveness.

The States owns or controls approximately 5,060 vergees (8,291,633 square
metres) of land excluding roadways. Therefore it has a significant role to play in
ensuring appropriate investment, growth and employment. A good example of
this is in the Seafront Enhancement Area.

18 Billet d’Etat XVII, 2015
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The effective release of the States’ estate has the potential to create economic
development (starting with construction and then subsequent economic
activity) in a way that few other policy measures will be able to achieve. The
Committee is keen to assist in a proactive manner, and work with other
relevant Committees to deliver its objectives and those of the Policy &
Resource Plan.

The application of the States’ planning policies is the mandate of the
Development & Planning Authority. Those policies contain the checks and
balances which are rightly needed in the planning system to balance the need
for development with the protection of the Island’s built heritage, natural
environment and infrastructure. The Committee is pleased to see a much more
proactive approach to development within the Island Development Plan which
has flexible and proactive policies and indicate that, from a land planning
perspective, the Island is open for business. This is evidenced by the
designation of Harbour Action Areas and the Regeneration Areas, which offer
real potential for growth, enhancement, and investment.

Whilst the Island Development Plan has shown it is flexible, it has not yet been
fully tested. However, improvements can always be made and initial
conversations with the Development & Planning Authority have been positive.
The Committee will work with the Development & Planning Authority to ensure
that changes that are made benefit the economy whilst retaining flexibility and
the principal aims of the Strategic Land Use Plan and Island Development Plan.

Connectivity

The Committee recognises that improved connectivity is absolutely vital to
Guernsey’s future competitiveness.

Digital connectivity

Guernsey’s economy in the future will be ever more reliant on our
telecommunications infrastructure — fast and resilient digital connectivity is the
key to the delivery of virtually all sectors of the economy. Digital has developed
into an enabler, and not an industrial sector in itself. The requirement to
establish a flexible and world class digital infrastructure was articulated in the
2017 Digital Framework and has subsequently been recognised as one of the
States’ priorities.

Guernsey already has basic broadband penetration to 97% of residential
homes, three suppliers of high quality, and mobile coverage with 4G and a
range of connectivity services for small and medium size businesses. However
to develop our future economy we must not stand still; there is a pressing need
to enhance our connectivity to ensure we can maximise the benefits of digital
from both a social and business perspective. We will build on the foundation
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technologies of fibre, mobile and copper, driving capacity and performance up
as technology evolves to ensure that Guernsey’s connectivity is, and remains,
world class.

In mid-2018, the Committee will publish a telecommunications sector policy
statement which will be built on three foundations:

e fibre to business districts;
e atarget of up to 100 Megabits per second to homes; and
e next generation mobile technology, 5G.

The Committee will continue to work with the Guernsey Competition and
Regulatory Authority so that it can ensure it regulates appropriately for this
policy direction and develop detailed plans for the delivery of these objectives
with the telecommunications companies. As this is a fast moving piece of work,
the Committee will provide an update on progress against the
telecommunications strategy by the end of Q4 2018.

Transport connectivity — air
The air transport goals of the States of Guernsey can be summarised as:

e Maintaining and expanding air links so that Guernsey is well connected with
the UK, other Channel Islands, and Europe;

e Ensuring that these air links are reliable, sustainable and affordable to all
parts of the Island’s population;

e Ensuring that air links enable existing businesses to function and support
the expansion of all types of economic activity beneficial to the Bailiwick;
and

e Ensuring that Bailiwick residents have access to specialist healthcare and
emergency evacuation services when their medical needs cannot be
catered for on-Island.

The review of strategic air and sea links infrastructure agreed by the States of
Deliberation in July 2017 includes a review of the business case for and against
extending the Guernsey airport runway. The Committee is determined to
ensure that any decisions on such infrastructure investment are based on
evidence. It will also continue to seek stronger air connectivity, through the
development of existing routes and exploring the potential for new routes.

At the time of writing, the Committee is bringing forward its air transport
licensing policy letter. This will recommend the classification of certain routes
as lifeline, making them eligible for a level of protection, as appropriate. As for
all other routes, these would become exempt from licensing, as per the ‘open
skies’ approach adopted by other Crown Dependencies, the UK, and

30



8.5.8

8.5.9

8.5.10

throughout Europe. The Committee will continue to consider the provision of
new route support for airlines which provide routes which are economic
enablers. The Committee’s priorities are:

e Establishing additional connectivity into London which would enable
enhanced access to a global hub;

e Moving to a quasi-open skies policy which enables competition on non-
lifeline routes; and

e Continuing to actively engage with a range of airlines to seek opportunities
for the development of new routes.

Transport connectivity —sea
The Committee’s objectives for Guernsey’s ro-ro ferry and freight services are:

o A frequency of service and schedule that meets the needs of freight users,
Islanders and visitors to the Island, the tourism trade and industry. Recent
years have seen a reduction in the scheduled sailings for ferry passengers to
and from Guernsey and the UK, inter-Island to and from Jersey, and France;

o Aresilient and capable fleet with the capacity to provide a service that has
the required resilience and reliability;

e Fares which are reflective of the cost of the service and limited to a
reasonable economic return to the provider in order not to discourage the
use of the service; and

e Customer service of a professional standard.

Concerns have been expressed in recent years as to the extent to which these
goals have been met. As a result, the air and sea links strategic infrastructure
review will consider the way in which Guernsey is served in both the ferry and
freight markets. This review will consider ways in which the current service
provided may be configured to better meet the needs of the Bailiwick.

In the shorter term, the Committee has, by going out to tender in conjunction
with the States of Jersey, established an improved inter-Island ferry service for
summer 2018. This reflects the desire by the Committee to improve inter-Island
passenger-only ferry services not only to Jersey but also to the other Islands
including Alderney. The Committee will monitor the service to assess and
maximise the economic benefit to the Bailiwick. The Committee will report to
the States in the first quarter of 2019 on proposals for strengthening
Guernsey’s sea links, building on the evidence base established by the Policy &
Resources Committee-sponsored strategic review of air and sea link
infrastructure. Prior to this policy letter, the Committee will provide updates to
the States as necessary. It will also prioritise any alterations needed due to any
change in the ownership of Condor.
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Cutting red tape

The previous Commerce & Employment Department undertook a ‘Red Tape
Audit of Barriers to Business’ which it completed in November 2015. The
Committee notes that while some of the aims have been fulfilled, it still
considers that more can be done, and that the work undertaken by the former
Commerce & Employment Department needs to be refreshed to take into
account changes in processes since 2015 (most notably in respect of the
changes to land planning and population management). It will use this piece of
work as the starting point of a programme to identify and remove unnecessary
red tape that acts as a barrier to economic growth.

A working party, which will include business representatives, will report to the
Committee on areas where red tape inhibits competitiveness and
entrepreneurialism, for example through increasing costs. Areas which the
working party will assess include (but are not limited to) population
management and planning. It is not to say that there are unnecessary barriers
in place in these areas, but the Committee is very keen to work with all those
involved to ensure such systems provide the smoothest possible pathways and
enable the delivery of economic growth through the employment of people
and the use of land.

Role of the Open Market

Guernsey's Open Market represents an opportunity to be an economic enabler
for the Island. Few other jurisdictions have a mechanism to permit residency
that is as liberal as that permitted by the Open Market proportion of the
Island's housing stock. This is already a central element of the promotional
message delivered by Locate Guernsey in its off-Island activities. It will continue
to be so.

Since the creation of the Open Market, the Island has been the beneficiary of
wealthy and entrepreneurial individuals who have chosen to make Guernsey
their home. Although the last several years have seen a decline in the number
of Open Market property transactions, the Committee believes that the Island
still has many of the factors which contribute to its ongoing appeal. Therefore,
the Open Market containing the right type of aspirational high quality
properties is an important piece of the Island's promotional environment for
the Committee in order to attract wealthy individuals to Guernsey. These
people, in addition to purchasing property, also bring their funds to be
managed and invested, their disposable income to be spent locally, additional
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employment opportunities, knowledge, expertise and skills and their ability to
become ambassadors for the Island.

The Committee will continue to work closely with the many stakeholders in the
Open Market — estate agents, law firms, tax advisors, construction companies
and, of course, the Open Market property owners themselves — to make sure
the Open Market is as effective as possible as an economic enabler for
Guernsey. In addition the work on reducing red tape assess the opportunities
to remove restrictions on the use of Open Market housing which are
disproportionate to the aims of the population management policy.

Assessing risk

Setting a proportionate risk appetite is pivotal to the growth of the economy.
The Committee will work in partnership with the Policy & Resources Committee
to commission independent expertise to undertake a report on Guernsey’s
economic risk appetite. The report will draw upon the work of the Policy &
Resources Committee’s Financial Stability Advisory Committee, the
Independent Fiscal Review Panel, international evaluations and assessments
and independent expertise to set out the levels of risk that Guernsey, as a
jurisdiction, is prepared to take across its economy.

Guernsey’s adherence to the Organisation for Economic Cooperation and
Development’s anti-Base Erosion and Profit Shifting action plans, for example,
mean that there are certain types of business that Guernsey as a jurisdiction
has effectively decided not to accept. Conversely, it is an important part of
signalling that Guernsey is open for business if it makes an evidence-based
decision to actively support the operation of certain types of business by
ensuring that the conditions are in place for them to succeed.

Decisions and policy in the past have been ad hoc and reactive, but the
Committee is of the view that setting out a clear jurisdictional approach to risk
is an important component of stability and competitiveness, as well as ensuring
a high quality of business comes to Guernsey — business that is sustainable and
brings benefits to the economy and the community. The Committee and the
Policy & Resources Committee will identify the economic activities which are,
or could be, undertaken in Guernsey and then complete an assessment to
identify Guernsey’s appetite for economic risk and publish this at the beginning
of 2019.
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Working in partnership

The Committee is committed to working in partnership with businesses in the
Island to develop the actions in this plan and will put in place the following new
delivery groups:

e The finance sector strategy will be co-ordinated by a steering group
comprising government, Guernsey Finance and business representative
bodies;

e Blue economy working party — this will be in partnership with the
Committee for the Environment & Infrastructure, and will include non-
States’ expertise;

e Renewable energy — this will be in partnership with the Committee for the
Environment & Infrastructure ;

e Red tape —this will be in partnership with business representative bodies;

e The established Seafront Enhancement Area working party will establish
partnerships with the Chamber of Commerce, the Institute of Directors and
the Confederation of Guernsey Industry;

e Land use — businesses and the Development & Planning Authority and,
where this concerns States-owned assets, the States Trading Supervisory
Board and will make recommendations to the Development & Planning
Authority as well as to the Seafront Enhancement Area working party;

e Skills strategy — this will continue to be co-ordinated by a revised
governance structure for Skills Guernsey, including business representatives
and representative bodies as well as representatives of the Committee and
the Committee for Education, Sport & Culture; and

e Target markets - the Committee will work with other partners to develop a
relationship-building programme to evaluate further target markets by 1°
January, 2019.

In addition to this:

e The digital strategy through the Digital Framework will continue to be co-
ordinated by a steering group that comprises business representatives and
government;

e The delivery of the tourism and hospitality strategy will continue to be
jointly co-ordinated by the Committee and the Chamber of Commerce’s
tourism sub-group; and

e The established university working party will include business
representatives alongside the representatives of States’ Committees.

The Committee will establish and publish the terms of reference, membership,
goals and milestones of each of these groups by the end of 2018.
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Fostering entrepreneurialism

An important ingredient for Guernsey’s future economic success will be the
continuing need to make sure that the Bailiwick is entrepreneurial by default.
The entrepreneurial ability of Islanders has served the Island extremely well in
the past. The Committee wishes to ensure that this ability remains and
continues to develop to meet the needs of a changing international business
environment.

The Guernsey Enterprise Agency, trading as Start-Up Guernsey, supports new
local business initiatives. The Committee believes that Guernsey’s approach to
entrepreneurialism should be reviewed. This is to ensure that all of the
constituent parts have clear roles and responsibilities, are working together
effectively, and there are clear targets. The review will look at how to enable a
greater focus on helping businesses throughout the business life cycle, consider
options for providing an effective accelerator programme, and set out how to
better target support on high potential start-ups and scale-ups. Such scale ups
are those that typically have the potential to scale quickly to turnover of £1m
per year within three years. The review will also identify how the Guernsey
Enterprise Agency could assist with developing the skills and resources needed
in order to advise government on further measures that should be taken to
improve competitiveness in Guernsey. The review will also examine how the
Guernsey Enterprise Agency can work more closely with the Digital Greenhouse
and business bodies and what performance indicators should be set.

The Committee will also look at the lessons from competitor jurisdictions on
supporting entrepreneurialism, and at potential incentives for entrepreneurs

with a view to removing barriers through the red tape audit.

A global approach

The Committee is involved in and supports the work of the Policy & Resources
Committee-led Brexit Group, and the feedback it receives from the Island’s
business and representative bodies is that Guernsey’s approach to Brexit is
comprehensive and proactive.

However, it is clear too that the Committee has a lead role to play in developing
new markets, working with the Policy & Resources Committee and agencies
such as Guernsey Finance. In March, the States of Guernsey joined the
Commonwealth Enterprise and Investment Council as a strategic partner. It
also believes that the right university partner will assist in new market
development. The Committee’s view is that it needs to strongly support Island
businesses in increasing their ability to export to or trade with other
jurisdictions and will incorporate this into all its worksteams, and it will actively
focus on this work in partnership with business representative bodies.
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Monitoring the economy

Economic and Productivity Advisory Panel

It is established practice for governments to be advised on economic policy by
independent external experts. The Scottish government, for example,
established a council of economic advisers a decade ago. It meets twice yearly
and publishes an annual report, advising the Scottish government on
competitiveness and tackling economic inequality. Its membership comprises
business representatives and academics.

The Committee will establish an Economic and Productivity Advisory Panel,
chaired ex-officio by the President of the Committee, with three independent
experts, and with secretariat provided by States’ officers. The panel will
recommend key performance indicators across areas such as growth (for
example growth in gross domestic product), productivity (for example gross
domestic product per worker) and diversity (for example diversity of
employment across each main sector of the economy). The Data and Analysis
team of the States of Guernsey has increased the depth and range of economic
data available over the last few years, and the Committee will ask the panel to
draw upon that data as well as to identify any gaps.

The Committee will establish and publish the terms of reference and
membership of the economic advisory panel by the end of 2018 with a view to
the panel recommending the economic key performance indicators to be
brought forward in the June 2019 update of the Policy & Resource Plan.

The Committee will also work closely with the Policy & Resources Committee to
invest further in the States of Guernsey’s data and analytics capability in
relation to the economy.

Compliance with Rule 4
Rule 4 of the Rules of Procedure of the States of Deliberation and their
Committees sets out the information which must be included in, or appended to,

motions laid before the States.

In accordance with Rule 4(1), the Propositions have been submitted to Her
Majesty’s Procureur for advice on any legal or constitutional implications.

In accordance with Rule 4(4) of the Rules of Procedure of the States of

Deliberation and their Committees, it is confirmed that the propositions above
have the unanimous support of the Committee.
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10.4 In accordance with Rule 4(5), the Propositions relate to the duties of the
Committee to advise the States and to develop and implement policies on
matters relating to its purpose, which is to secure prosperity through the
generation of wealth and the creation of the greatest number and widest range
of employment opportunities possible by promoting and developing business,
commerce and industry in all sectors of the economy.

Yours faithfully

C N K Parkinson
President

A C Dudley-Owen
Vice-President

D de G De Lisle

J 1 Mooney
D A Tindall
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APPENDIX 1

20 actions to promote stronger growth

1.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Strengthen air and sea links

Support the finance sector with a plan that supports growth and diversification
Support innovative businesses and products

Prioritise seafront area enhancement work

Develop a plan for investing in Guernsey’s tourism product

Update the retail strategy

Establish a pipeline of construction opportunities and develop construction skills
Support the development of a long-term Skills Guernsey development plan
Ensure the population management regime is flexible and supports skills needs
Attract High Net Worth Individuals through the Open Market

Put in place a framework to foster entrepreneurialism

Continue to develop and implement the digital framework

Develop plans for an international university presence in Guernsey

Develop plans for the blue economy

Develop plans for renewable energy as part of the Energy Policy

Develop a clinical and medical services ‘medtech’ plan

Implement the telecommunications sector strategy

Identify and remove red tape to boost competitiveness and reduce the cost of
doing business in Guernsey

Develop a clear jurisdiction-wide economic risk appetite

Work to develop new markets and consolidate existing markets
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