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Executive Summary
The first Midlands Engine Economic Monitor of 2022 reports at a time of continued uncertainty for businesses and
people across the Midlands Engine. While the easing of Covid-19 restrictions provided the economy with renewed
new year optimism, the legacy of late 2021 is retaining pressure on business operations, cashflow and confidence.
As fuel bills, food shops and material costs increase, rising prices for both businesses and communities is a central
theme at the start of 2022. New post-EU Exit rules may heighten this issue for some, and this is something covered in
our supplementary deep dive Monitor edition: “Brexit – One Year on”.

This month we report specifically on:
• The skills and jobs market, not least due to the major structural and more recent difficulties in this space.
• The realities of the cost of living crunch, now widely reported.
• Recent perspectives from Midlands Engine businesses tackling current challenges.
Overall, some uncertainty and apprehension remains about the impact of the Omicron variant on economic recovery
in 2022; suggesting it could dampen growth and business confidence. Despite more optimism and clarity being
provided by the UK moving back to Plan A, there remains a general level of concern grounded in high Covid-19 case
rates regionally and nationally. There is no doubt that the Omicron wave dented confidence in late 2021:
• The West Midlands Business Activity Index decreased from 54.3 in November 2021 to 50.7 in December 2021.
• The East Midlands Business Activity Index decreased from 56.4 in November 2021 to 53.1 in December 2021.
• Midlands firms reported that growth was restricted due to rising Covid-19 cases and the knock-on-effect of
consumer confidence, material and staff shortages.
• Businesses in the travel, aviation, tourism, retail and hospitality sectors have been significantly hit over recent
weeks. Pubs, bars and restaurants lost an estimated £10,335 on average in the week leading up to Christmas.

When it comes to the labour market though, unemployment continues to fall month on month in the Midlands:
• There were 307,695 claimants aged 16 years and over in the Midlands Engine area in December 2021, which is a
decrease of 5,475 claimants since November 2021. This equates to a decrease of 1.7% for the Midlands Engine
area, compared to a 1.8% decrease across the UK.
• There were 52,970 youth claimants (16-24 years old) in the Midlands Engine area in December 2021 – a decrease
of 2,360 claimants since November 2021. This equates to a decrease of 4.3% with the UK decreasing by 4.2%.
• According to the latest KPMG and REC UK Report on Jobs, the Midlands reported a softer, yet still rapid increase
in the number of permanent staff appointments at the end of 2021.
This is despite damaging structural and more recent issues within the skills and jobs market, outlined by recent data
releases and specialist reports. Specifically:
• Structural skills shortages: Midlands businesses continue to report that they are experiencing increased difficulties
with staff recruitment. New figures from the British Chambers of Commerce show that the proportion of firms
struggling to recruit staff have reached new record levels.
• Staff sickness: short-term staff shortages caused by high Covid-19 case rates. Estimates suggest that, as of midJanuary, between 7% and 25% of the Midlands workforce are currently off sick or isolating.
• Declining apprenticeships: In 2020/21 there was a total of 61,790 apprenticeship starts in the Midlands Engine.
This decreased by 1.8% (-1,150) while nationally there was a decrease of 0.3% since the year ending 2019/20.
• Lower than average graduate retention: Compared to a national average of 61.2%, West Midlands graduate
retention was 50.8% while the East Midlands had the lowest graduate retention rates of all the regions at 40.1%.
• Challenges related to developing and delivering “green jobs”: as highlighted in analysis of PWC’s Barometer.
Even more immediate is the impact of rising inflation. Midlands businesses and communities are alarmed by the
significant cost pressures they are facing in all areas, including for energy, materials and food. By spring this year, the
inflation rate is predicted to have climbed to 6%, according to the Bank of England. This will have key consequences:
• As explained by the IFS in their “Cost of Living Crunch” report, people on low incomes in the Midlands Engine will
tend to find it hardest to tide themselves over during a period in which their real incomes are eroded.
• Businesses in all sectors will become more squeezed and pressured to raise prices or withdraw some output.
Examples of the impact this is already having are provided for construction, manufacturing and agriculture.
Despite the clear challenges, there is reason for optimism for the Midlands in 2022. In contrast to last year, we aren’t
in lockdown and normality is resuming once again. There are optimistic reports from key sectors such as
manufacturing and retail, and businesses are in general now looking more towards growth once more.
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Policy Considerations
THEME

KEY INSIGHTS
Some uncertainty and apprehension remain about the impact of the Omicron variant on economic recovery
in 2022; suggesting it could dampen growth and business confidence.

Outlook

Despite more optimism and clarity being provided by the UK moving back to Plan A, there remains a general
level of concern about high Covid-19 case rates and the lack of action taken by Government:
• Businesses are experiencing significant levels of staff sickness and, particularly for those reliant on
footfall, a loss of revenue.
• Businesses are keen to see more measures introduced to protect them from the virus and bring case
rates down, such as free testing kits for businesses.
• Lateral flow tests are reportedly difficult to obtain meaning pre work testing cannot be performed at
home. Businesses are asking for tests to be made available in bulk within the region.
Those in the travel, aviation and tourism sectors have been significantly hit over recent weeks. Reports from
those in the hospitality and retail sectors regarding their December trading period have been mixed, with
some reporting that they had done better than anticipated whilst others had done much worse.
Regional business leaders are calling for the Government to set out their plan for proportionate support for
impacted businesses in the short term and in the event that restrictions continue or tighten in 2022. The
CBI has urged government to provide support “in lockstep with future restrictions”
Across a number of sectors, businesses continue to report that they are experiencing increased difficulties
with staff recruitment. For example, hospitality and retail businesses say they are struggling to find suitable
candidates and are also having difficulty meeting candidates’ expectations regarding pay, leading to fewer
applicants. New figures from the British Chambers of Commerce show that the proportion of firms
struggling to recruit staff have reached new record levels.

Labour
Market

Structural skills shortages are worsened by short-term staff shortages caused by high Covid-19 case rates.
Estimates suggest that, as of mid-January, between 7% and 25% of the Midlands workforce are currently
off sick or isolating. This is clearly harder for sectors where you cannot work from home; the most affected
include:
• Health and care: including major shortages across the NHS system, care homes and emergency services –
such as Ambulance Services.
• Schools: threatening the return to online learning.
• Hospitality: contributing to the problems over Christmas / new year, a critical time for this industry.
• Retail: for example, nationally Iceland previously reported having 11% of staff isolating.
• Transport: affecting rail services at late notice; nationally 1 in 10 rail staff are thought to be off sick.
• Manufacturing / Logistics / Construction: key sectors that have many roles impossible to do from home,
with potential knock-on effects to supply chains.
More positively, according to the latest KPMG and REC UK Report on Jobs, the Midlands reported a softer,
yet still rapid increase in the number of permanent staff appointments at the end of 2021. Temporary
billings in the Midlands also rose, for the eighteenth time in as many months during December. Moreover,
the rate of the increase quickened from the previous survey period and was steep overall.
Problems with supply chains persist, including difficulties accessing materials, price rises and persistent
challenges surrounding EU Exit rules. These reports bring the impact of EU Exit back into close focus again,
something likely to occur further as the effect of new 2022 rules play out – especially on importing.

Trading
Conditions

To reduce the potential issues, businesses are still calling for support and grants help in association with EU
trading in particular. Their concern is reflected in the findings from a survey carried out by the British
Chambers of Commerce (BCC), demonstrating the worsening of the situation post-Brexit.
Firms are also concerned by high energy costs and other increasing overheads. Businesses are alarmed by
the significant cost pressures they are facing in all areas, including wages and increasing costs of raw
materials.
Overall, according to BDO mid-sized businesses in the Midlands fear supply chain disruption will impact
their ability to offer the usual range of products and services. The bi-monthly Rethinking the
Economy survey of 500 leaders of medium-sized businesses reveals a third of businesses in the region are
planning to increase the prices of their goods and services as a result.
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1. Economic and Labour Market Impacts
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Global and National Outlook
Global
The UN’s 2022 World Economic Situation and Prospects
(WESP) report has found that the global economic
recovery hinges on a delicate balance amid new waves
of Covid-19 infections, persistent labour market
challenges, lingering supply-chain constraints and raising
inflationary pressures. The UN projects the world
economy to grow by 4% in 2022 and 3.5% in 2023.
Additionally, the UN stated that world gross product in
2021 was 1.9% higher than in 2019, but still 3.3% below
the level of output projected prior to the pandemic.
However, it should be noted that these figures mask the
significant divergences in the pace of recovery across
countries and regions. Global recovery in output in 2021
was largely driven by robust consumer spending and
some uptake in investment. The trade in goods did
bounce back, surpassing the pre-pandemic level.
However, the growth momentum slowed considerably by
the end of 2021.
The World Economic Forum (WEF), has released its Global
Risks Report 2022, which share the results of the latest
Global Risks Perception Survey (GRPS) in the context of
the current global outlook. The report found:

• Persisting challenge of economic stagnation, as a
result of the pandemic: WEF predicts the global
economy to be 2.3% smaller by 2024 than would have
otherwise been without the pandemic.
• Race to Net Zero pressure: There has been a shift
towards an aggressive and rapid transition to net zero
• Growing digital dependency: As a result of Covid-19,
the rate of digitalisation intensified, fundamentally
altering our societies. At the same time cybersecurity
threats are growing and outpacing societies’ abilities
to effectively prevent and respond to them.
• Increased displacement: increased economic
hardship, worsening climate change impacts
(desertification, flooding, forest fires) and rising
political persecution will likely force millions to leave
their homes. However, in many countries, the lingering
effects of the pandemic, increasing economic
protectionism and new labour dynamics are resulting
in much higher barriers to entry for migrants seeking
opportunity or refuge. Currently, the UN’s Global
Humanitarian Overview 2022 predicts that, in 2022,
274 million people will be in need of humanitarian
assistance and protection.
• Space - the final frontier: there is a worry that
increased space activity could led to higher risk of
collision between near-Earth infrastructure and space
objects. The growing militarisation of space also risks
escalation of geopolitical tensions, especially as space
powers continually fail to collaborate on new rules to
govern the realm.

National
IKEA has decided to cut sick pay for unvaccinated staff
who must self-isolate because of close contact with
someone with Covid-19. This new policy will affect
10,000 members of staff. Unvaccinated staff as a result
will receive £96.35 per week in statutory sick pay (SSP)
(although managers will consider any mitigating
circumstances). Now a number of other firms have
followed suit, including Next, Ocado and Morrisons.
The Government announced that England’s ‘Plan B’
measures are to end on 26th January.
Growth in regular pay was 3.8% among employees in
September to November 2021, whilst inflation rose to
5.4% in December 2021 according to the ONS, the
highest rate in 30 years since 1992 (7.2%). Adjusted for
inflation this means that regular pay reduced by 1%,
falling for the first time since July 2020.

By spring this year, the inflation rate is predicted to have
climbed to 6%, according to the Bank of England.
Furthermore, 58% of firms surveyed by the British
Chambers of Commerce are expecting to raise their
prices over the next three months, the highest
percentage on record. However, this rises dramatically to
77% for production a and manufacturing firms, 74% for
retailers and wholesalers, 72% for construction and 69%
for transport and distribution firms. There are a number
of reasons why inflation will continue to rise over the
next few months and these will impact everyone; rising
gas & oil prices, staff shortages, taxes and goods
shortages.
There has also been a 5.5% increase in the last quarter to
2.3 million of economically inactive persons, due to longterm sickness or disability. There are now one million
fewer people in the labour market than on pre-pandemic
trends. This has been gradually increasing and is likely
due to the impact of rising long Covid-19 diagnoses
alongside NHS delays. There has been falls in workforce
participation of older people, as many have chosen to
leave the workforce following the pandemic with no real
intentions to re-join. There are now 1.1 million fewer
people in the workforce than would have been
expected based on pre-pandemic trends, and older
people accounted for three fifths of the current
‘participation gap’. Overall employment is slowing,
despite the continued record high vacancies, which do
not appear to have been affected much at all by the end
of furlough or onset of Omicron. Across all industries
vacancies are up, further falls in unemployment mean
that there are now just 1.1 unemployed people per
vacancy, possibly the tightest labour market in fifty
years.
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Business Activity
Business Activity Index

Exports

The West Midlands Business Activity Index decreased
from 54.3 in November 2021 to 50.7 in December 2021.
The latest reading shows the rate of increase slowed to the
weakest point over an eleven month period. West
Midlands firms reported that growth was restricted due to
rising Covid-19 cases and the knock-on-effect of
consumer confidence, material and staff shortages.

The West Midlands Export Climate Index decreased
from 55.1 in November 2021 to 54.4 in December
2021. The East Midlands Export Climate Index
decreased from 55.7 in November 2021 to 54.7 in
December 2021.

The East Midlands Business Activity Index decreased from
56.4 in November 2021 to 53.1 in December 2021. Again
remaining above the 50-growth mark meaning there was
still a solid upturn in business activity, but a softer pace.
Firms in the East Midlands reported that the softer
expansion in output was linked to ongoing supply-chain
disruption and the spread of the Omicron variant.

Business Capacity
The West Midlands Employment Index decreased from
55.9 in November 2021 to 55.0 in November 2021. The
East Midlands Employment Index increased from 56.2
in November 2021 to 57.7 in December 2021; the rate
of job creation was the second fastest on record.

The West Midlands Outstanding Business Index
decreased from 54.8 in November 2021 to 50.3 in
December 2021. The East Midlands Outstanding
The overall UK Business Activity Index decreased from 57.6
Business Index decreased from 56.9 in November 2021
in November 2021 to 53.6 in December 2021.
to 51.9 in December 2021. For both regions the rate of
The following graphs show the West Midlands and East expansion softened due to staff shortages and supplychain disruptions, although firms in the West Midlands
Midlands Business Activity Index trends:
reported, there were efficiency gains and subdued sales
at other firms which allowed them to clear work.
Prices
The West Midlands Input Prices Index decreased from
87.8 in November 2021 to 82.1 in December 2021. The
East Midlands Input Prices Index decreased from 88.7
in November 2021 to 85.9 in December 2021. Although
the rate of inflation eased, firms reported greater
transportation, wage costs and supply shortages.

The West Midlands Prices Charged Index increased
from 65.4 in November 2021 to 65.9 in December
2021. The latest rise in output charges was the fastest
in the history of the series. The East Midlands Prices
Charged Index remained at 66.2 in December 2021,
little-changed from October's series high.
Source: IHS Markit, NatWest PMI, January 2022

Outlook

Of the 12 UK regions, the West Midlands region was third The West Midlands Future Activity Index increased
lowest and the East Midlands was fifth highest for the from 75.4 in November 2021 to 79.8 in December
2021. The East Midlands Future Activity Index
Business Activity Index in December 2021.
increased from 71.1 in November 2021 to 76.1 in
Demand
December 2021. Firms in both regions were optimistic
for greater client demand and an end to Covid-19
The latest data shows the West Midlands New Business
uncertainty and restrictions.
Index decreased from 54.3 in November 2021 to 50.0 in
December 2021. The East Midlands New Business Index Out of the twelve UK regions, the West Midlands was
decreased from 57.0 in November 2021 to 51.7 in the third highest and the East Midlands was fourth
December 2021. For both regions, the rate of new highest for the Future Business Activity Index in
business growth slowed due to demand conditions December 2021.
following the emergence and spread of the Omicron
variant.
Source: IHS Markit, NatWest PMI, January 2022.
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Labour Market Impacts: Claimants
There were 307,695 claimants aged 16 years and over in the Midlands Engine area in December 2021, which is a
decrease of 5,475 claimants since November 2021. This equates to a decrease of 1.7% for the Midlands Engine area,
compared to a 1.8% decrease across the UK. There are 86,155 (+38.9%, UK +45.7%) more claimants when compared
to March 2020.
The number of claimants as a percentage of residents aged 16 years 3.7% in the Midlands Engine (UK 3.4%) in
December 2021 - still higher than pre pandemic levels of 2.7% (UK 2.4%) in March 2020.
Claimants as Percentage of Residents Aged 16 Years and Over in December 2021:

Out of the 1,511 wards within
the Midlands Engine, 417 were
at or above the UK proportion
of 3.4% for the number of
claimants as a percentage of
the population aged 16 years
and over in December 2021.
The wards with the highest
number of claimants as a
percentage of the population
aged 16 years and over were
based in Birmingham, with
Handsworth the highest with
15.2%. This is followed by
Birchfield at 15.0% and then
Lozells at 14.0%.
There were 52,970 youth claimants (16-24 years old) in the Midlands Engine area in December 2021 – a decrease of
2,360 claimants since November 2021. This equates to a decrease of 4.3% with the UK decreasing by 4.2%. Since
March 2020 (44,195 claimants), the number of youth claimants has increased by 8,775 (+19.9%, UK +24.1%).

The number of claimants as a percentage of residents aged between 16 and 24 years old was 3.8% (UK 3.4%) in
March 2020, which has increased to 4.6% in the Midlands Engine and 4.2% for the UK in December 2021.
Claimants as Percentage of Residents Aged 16 – 24 Years Old in December 2021:

Out of the 1,511 wards within
the Midlands Engine, 616 were
at or above the UK proportion
of 4.2% for the number of
claimants as a percentage of
the population aged between
16-24 years old in December
2021.
The wards with the highest the
number of youth claimants as a
percentage of the population
was
based in Portland
(Mansfield) at 14.9%. This is
followed by East Marsh (North
East Lincolnshire) at 12.8% and
then Joiner’s Square (Stoke-onTrent) at 12.7%.
Source: ONS/ Department for Work and Pensions, January 2022
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Employment Activity
ONS recently released data from the Annual Population Survey (APS) for the year ending September 2021.
Key findings include:
• In the year ending September 2021, the employment rate in the Midlands Engine area was 73.7%, compared to
74.5% for the UK overall. When compared to the year ending September 2020, the Midlands Engine area has
decreased by 0.5 percentage points (pp). The UK employment rate decreased by 0.9pp over the same time
period.

• The unemployment rate for the Midlands Engine was approximately 5.0% compared to 4.8% for the UK in year
ending September 2021. For the Midlands Engine, this is an increase of approximately 0.4pp compared to the year
ending September 2020, the UK increased by 0.5pp.
• The economic activity rate for the Midlands Engine area was 77.7% in the year ending September 2021,
compared to 78.3% for the UK. For the Midlands Engine area, the economic activity rate has decreased by 0.3pp
since the year ending September 2020, while the UK has decreased by 0.5pp in the same period.
• For economic inactivity, the Midlands Engine rate was 22.3% for year ending September 2021, compared to
21.7% for the UK overall. Since the year ending September 2020, for the Midlands Engine area, this has increased
by 0.4pp while the UK increased by 0.5pp in the same period.
• Economic inactivity can be broken down further into reasons of inactivity. For the year ending September 2021,
the Midlands Engine had a higher percentage of people that were inactive when compared to the UK in two
categories; sick (26.7% vs 26.4%) and retired (13.8% vs 13.5%).
The following infographic shows a break down of the Midlands Engine working age population employment
activity for the year ending September 2021:

Please note: figures in the infographic do not sum due to rounding and data gap. Change in this section is based on
rates opposed to people.
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Regional Labour Market Outlook
At the start of January 2021, EMSI published their first UK Regional Labour Market Outlook report, where the nation
had just experienced one of the most disruptive years on record, and going into 2021 with the Office for Budgetary
Responsibility warning of unemployment rising to levels not seen for decades. Yet what was seen was very different
from what many had anticipated, with unemployment and redundancies falling almost as quickly as they had
risen, and job vacancies breaking records by topping one million in August for the first time. The year that started out
with a very loose labour market ended with an incredibly tight one, with employers finding it really hard to get the
talent they need.

EMSI’s new UK Regional Labour Market Outlook seeks to shed some light on the regional situation, with a wealth of
insights on employment, industries, jobs, and skills for the UK, its regions, and the most populous towns and cities in
these regions. The below infographics show overall summaries for the East Midlands and West Midlands regions.
East Midlands:

West Midlands:

Source: EMSI UK Regional Labour Market Outlook
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Green Jobs Barometer
PwC’s Green Jobs Barometer measures the relative performance of UK regions and industry sectors on their progress
developing green jobs over time.

The barometer is based upon five key pillars which can be explored belowby sector and region:
• Green Job Creation: This is the number of green job advertisements, expressed as a proportion of total job
advertisements. This captures the relative density across sectors and regions to enable comparisons. 124,600 of
green jobs from 11.2 million advertisements – equating to 1.2%. 22.5% of jobs in sectors more closely aligned to
the energy transition are green.
• Wider benefits of Green Jobs: This is based on employment multipliers and measures how many additional jobs in
the UK economy as a whole are created from one green job in a certain sector or region. There is a 2.4x multiplier
for green jobs meaning that for every green job created, there are an additional 1.4 jobs created elsewhere in
the economy. 5.0x multiplier for sectors more closely aligned to the energy transition.
• Sunset Jobs: By looking at the distribution of defining “sunset jobs” – i.e. those jobs that will become redundant
following the transition to a green economy. It doesn’t capture job reallocation where, with the right training,
people may find employment in growing areas of the same sector. 5% of respondents who believed their job
would not exist following the transition to net zero. 20.3% of sunset jobs are in the electricity and gas sector.
• Carbon intensity of employment: Performance is estimated using CO2 emissions per employee. This gives an
indication of how environmentally-friendly jobs are, as well as an indirect indication of jobs that could lose out as
the green transition accelerates. 26% proportion of CO2 emissions accounted for by the electricity and gas
sector, equating to 569 tonnes per employee. Northern Ireland is the region with the highest tonnes per CO2 per
employee, at 13.6 tonnes per employee. 10.1 average tonnes of CO2per employee in the UK.

• Green workspaces: It measures how environmentally friendly employees perceive the activities conducted as part
of their job to be currently, and over the next 1-2 years. It spans 8 environmental outcomes - reducing waste,
reducing carbon, reducing pollution, protecting biodiversity, improving resource efficiency, reducing water use,
increasing reuse and recycling, and reducing energy consumption. 5% of respondents who stated that improving
the environment was the primary objective of their role. 65% of respondents who stated that improving the
environment was a secondary objective of their role. London is the region with the most environmentally friendly
jobs.
Overall performance can hide varied performance across pillars. For instance, while Scotland comes out top in Pillars
1 and 2 given the high multiplier of the renewable energy sector, it also shows a high concentration of sunset jobs
(along with East Midlands), as a result of the high concentration of workers in the mining, manufacturing, and utilities
(electricity and gas, water) sectors. The regional findings of the Barometer, generally depicting relatively stronger
results in the south and in London and weaker relative results in northern regions, is therefore one which casts a
light on the need for a just transition.
The following table shows the overall score for UK regions against all pillars:

Source: PwC, 2021
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Green Jobs Barometer
Regional findings:
The East Midlands ranks at 7th and the West Midlands ranks at 9th out of the 12 UK regions.
• The East Midlands is third in its employees perception of the environmental friendliness of their workplaces and
is the fifth highest region in the proportion of job adverts that are considered green (1.2%).
• The West Midlands has not been producing a particularly high proportion of new jobs which are green, but those
jobs are creating an above average number of additional jobs. This is likely due to the region’s strength in
advanced manufacturing, which typically draws upon an extensive supply chain.
• The electricity and gas sector is at a high risk of sunset jobs (as per Pillar 3). Without the right investment in skills
and technology, efforts to decarbonise these carbon intensive sectors risks mirroring the impact wrought by the
demise of mining and traditional manufacturing. The East Midlands comes in 2nd for the largest projected share
of regional job loss as a result of the transition, so-called ‘sunset jobs’.
West Midlands

East Midlands

Source: PwC, 2021
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2. Skills
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Apprenticeships
• In 2020/21 there was a total of 61,790 apprenticeship starts in the Midlands Engine. This was a decrease by 1.8%
(-1,150) compared to the previous year ending 2019/20 while nationally there was a decrease of 0.3%.
Apprenticeship Starts by Gender and Age
• In the Midlands Engine, approximately 55% (33,960) of apprenticeship starts were females in 2020/21, this has
increased by 8.0% (+2,530) with England increasing by 9.2% since 2019/20. While the male apprenticeship starts
decreased by -11.9% (-3,740) to approximately 27,800. Nationally male apprenticeship starts decreased by 9.4%.
• Of the 61,790 apprenticeship starts, 13,760 were aged under 19, a decrease of 12.1% (-1,900, nationally -14.6%)
since 2019/20. There were 18,180 apprenticeship starts aged 19-24, a decrease of 2.0% (-380, nationally -0.7%).
There were 29,920 apprenticeship starts aged 25 and over, an increase of 4.0% (+1,140, nationally (+7.1%).

Apprenticeship Starts by Level
• In 2020/21, there were 16,070 intermediate apprenticeships in the Midlands Engine, a decrease of 15.3% (-2,900,
England -15.2%) since 2019/20. There were 27,770 advanced apprenticeships in the Midlands Engine, a decrease
of 2.6% (-750, England -1.7%). There were 18,040 higher apprenticeships in the Midlands Engine, an increase of
120,000 Intermediate Apprenticeships
16.4% (+2,540, England +19.8%).
Advanced Apprenticeships
Higher
The chart to the right shows apprenticeship
starts by level for the Midlands Engine from
2015/16 to 2020/21.
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Following national trends, between 2015/16
to 2020/21 the number of intermediate
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increased.
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• Black, Asian, and other ethnic minorities (BAME) represent 13.2% (8,180) of all apprenticeship starts, below the
national average of 14.3%.
The following tables shows a breakdown of apprenticeship starts by ethnicity starts in 2020/21:
White
Midlands Engine
England Percentage

Black/African/Caribbean/ Asian/ Asian
Black British
British

Mixed/ Multiple Other Ethnic
Not Provided
Ethnic Group
Group

52,120
(84.4%)

1,790
(2.9%)

4,260
(6.9%)

1,830
(3.0%)

300
(0.5%)

1,580
(2.6%)

83.7%

4.1%

6.0%

3.0%

0.9%

2.3%

Apprenticeship Starts by Tier 1 Subject:
The table to the right shows the breakdown of
Midlands Engine apprenticeship starts by Tier
1 Subject for 2020/21:
In 2020/21, the top three subjects for
apprenticeship
starts
were
business,
administration and law which accounted for
30.3% (18,710) of the total, health, public
services and care which accounted for 30.2%
(18,640) and engineering and manufacturing
techniques which accounted for 13.5% (8,330)
in the Midlands Engine.
Source: Department for Educa tion, Apprenticeships
and traineeships, 2021

Tier 1 Subject
Apprenticeship Starts
Agriculture, Horticulture and Animal Care
1,070
Arts, Media and Publishing
300
Business, Administration and Law
18,710
Construction, Planning and the Built Environment
3,600
Education and Training
1,940
Engineering and Manufacturing Technologies
8,330
Health, Public Services and Care
18,640
History, Philosophy and Theology
0
Information and Communication Technology
2,840
Leisure, Travel and Tourism
570
Retail and Commercial Enterprise
5,940
Science and Mathematics
10
Social Sciences
0
Total
61,790
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Graduate Pathways: Identifying Patterns of Regional
Graduate Retention
• A recent report from WMREDI has found that whilst Young Graduate Workers
most university graduates are employed in their region
• The regional retention rates are substantially lower
of study 15 months after graduation (UK average
for younger graduate workers (aged 29 years and
retention rate: 58.1%), there are substantial regional
under), standing at 55.3% on average compared to
differences in the likelihood of staying regionally or
67.0% for those over 30 years in the UK. Retention
relocating for work. The West Midlands graduate
rates for those aged 29 years and under was 48.6%
retention was 50.8% while the East Midlands had the
for the West Midlands and 36.3% for the East
lowest graduate retention rates of all the regions at
Midlands compared to 57.4% and 58.2%
40.1%. The South West has the second lowest rates at
respectively for those aged over 30 years old.
43.2% while Northern Ireland had the highest rates at
88.3%.
• The regional attraction rates are more pronounced
among the younger graduate workers in England,
• The West Midlands attraction rates was 39.8% and the
ranging from 29.3% in the North East to 66.3% in the
East Midlands rates were 42.8% (sixth and fifth highest
East of England. The labour-motivated movements of
respectively). The lowest attraction rates were in
young graduates should be linked to their willingness
Scotland at 8.8% with the highest in the East of England
to pursue transregional opportunities and find their
at 61.9% (UK average attraction rate: 41.9%). Of the
job match at the beginning of their careers.
total 2018/19 graduates across the UK who migrated to
another region for work, 32.3% chose London as their Ethnicity Differences
employment destination.
• There are also considerable ethnic differences in the
The following chart shows graduate attraction and
retention rates by region:

mobility patterns among new graduate workers. For
the East Midlands, Bangladeshi (44.0%) and for the
West Midlands Pakistani (75.9%) graduates had the
highest retention rates for the region. Whereas
Chinese new workers with 29.2% for the East
Midlands and 35.5% for the West Midlands are the
least likely to be employed in their region of study
after graduation.
• On the other hand, attraction rates vary from 35.3%
for Bangladeshi graduates to 50% for both Chinese
and those classed as other in the East Midlands.
Attraction rates vary in the West Midlands from
20.2% for Pakistanis to 43.1% for whites.

• The differing patterns in the interregional migration
behaviour of ethnic groups may be due to various
factors. These include ethnic differences in academic
performance and demographic profiles, the
occupational segregation of specific ethnic minorities,
their high concentration to some regions such as
London and the Midlands, their lower average socioeconomic background, differences in household
• Proximity to destination regions is another factor that
formation and sensitivity to long-distance moves.
influences graduates’ post-university choices. Of the
total number of new workers who graduated from a Russell Group Universities
university in the West Midlands, 5.7% moved to the
neighbouring East Midlands for work, 5.0% found a job • New workers who graduated from the prestigious
Russell Group universities (of which the Midlands
in the North West and 5.2% in the South West. Of the
are home to; University of Birmingham, University of
total number of new workers who graduated from a
Nottingham and the University of Warwick) are
university the East Midlands, 9.6% moved to the West
remarkably less likely to be employed in their
Midlands for work, 8.4% found a job in the East of
region of study fifteen months after completing
England, 5.8% in the Yorkshire and The Humber.
their course.
Source: WMREDI, 2022
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Graduate Pathways: Identifying Patterns of Regional
Retention
• The graduate retention rates from Russell Group • Occupational and sectoral specialisation is
universities for the East Midlands was 32.9% and 33.8%
another parameter that influences graduates’
for the West Midlands compared to 41.9% for the East
post-university location, as the attraction/
Midlands and 58.3% for the West Midlands for those who
retention rates and the distribution of new
obtained a degree from other institutions.
workers vary significantly across industries and
occupations. The
“public administration,
• On the contrary, the attraction rates are higher among the
education and health” sectors demonstrate the
Russel Group university graduates (East Midlands: 55.8%
highest graduate retention rate (East Midlands
versus 39.4%, West Midlands: 44.8% vs 38.4%). These
52.6%, West Midlands 60.4%), whereas the
findings suggest that students attending elite universities
attraction rates are more prominent amongst the
may receive more offers for work from across the UK
graduates employed in “agriculture, forestry and
regions.
fishing” (East Midlands 70.0%) and “energy and
water” (West Midlands 58.6%) industries.
The following charts show graduate attraction and retention
rates by region and type of university attended:

• The probability of high-skilled employees staying
regional stands at 39.4% for the East Midlands and
49.4% for the West Midlands. The attraction rate
of high-skilled employees was 44.0% for the East
Midlands and 39.0% for the West Midlands.
Policy implications

• WMREDI report that policies aiming to create
new high-skilled jobs are crucial for attracting
and retaining talent to an area. In this context,
boosting innovation and R&D investments can
benefit the UK regions by increasing the average
productivity of an area’s workforce and
developing agglomeration economies. The UK
Government recently announced its target to
raise the annual public R&D spending to £22
billion by 2027, thus increasing the total R&D
investments (public and private) to 2.4% of the
GDP. If R&D expenditure is equitably distributed
nationally, it should open up opportunities for the
further development of specific sectors and highlevel skills (such as STEM-related capabilities)
across the UK. Moreover, universities could utilise
the knowledge gained from their partnerships
with local firms to upgrade their degree
programmes and equip their students with the
required skillsets, thus enhancing graduates’
employability.

• Furthermore, it appears that the degree class is another
reflection of graduates’ ability, as students who perform • Future research could investigate the impact of
Covid-19 on the mobility decisions of graduates.
well at university are more likely than others to relocate for
The shift to remote or hybrid working is likely to
work when they finish their course. In England, the
decrease geographical impediments to graduates’
retention rates of graduates earning a “good” degree (that
mobility and expand the pool of highly skilled
is, first-class or upper-second class honours) range from
employees available to businesses across the
33.2% in the East Midlands to 74.0% in London, the West
country. Will these patterns result in companies
Midlands was at 45.7% and the UK average standing at
operating in London recruiting more employees
52.9%. Conversely, the attraction rates are higher among
outside of the capital, thus further intensifying the
the good-degree holders (East Midlands 45.3%, West
competition for highly skilled graduates among
Midlands 43.8%) than those with a lower degree class (East
businesses based in other regions?
Midlands 37.9%, West Midlands 43.8).
Source: WMREDI, 2022
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The Cost of Living Crunch
Rising inflation affects all our living standards. Together
with planned tax increases it means that average takehome pay is likely to fall over the coming year. Those on
low incomes will tend to find it hardest to tide
themselves over during a period in which their real
incomes are eroded, which by default is what happens
when inflation increases sharply because the major
benefits go up in line with a lagged measure of inflation.
In April, benefits are set to rise by the rate of general
(CPI) inflation in the year to September 2021, which
was 3.1%. But according to the latest Bank of England
forecasts, inflation in the year to April 2022 is in fact
expected to be around 6%.
A particular contributor to rising prices in April will be
energy costs. Wholesale prices of gas and electricity
increased dramatically during 2021 and European
markets were struggling with a number of supply-side
problems. UK customers have been protected to a large
degree from the immediate effects due to tariff caps set
by Ofgem, but these caps were increased by 12% in
October 2021, and are currently set to increase
substantially again in April 2022. The Bank of
England expects the caps to increase from their current
level by 20% for electricity and 35% for gas, leading to
year-on-year energy inflation rates of 31% and 58%
respectively in April. Others have predicted even steeper
increases.

The following chart shows the average annual rates of
inflation to December 2021 and April 2022, by
household income decile:

The difference in inflation between all households
receiving benefits and all other households is more
modest, meaning that a 6% uprating of benefits in line
with expected overall CPI inflation would, approximately
cover the price rises faced by benefit recipients.
Differences in spending patterns are also driving
differences in the inflation experienced in different
regions. In particular there is a large difference between
the experience of those living in London and those living
in rest of the country, with the Midlands increase in
inflation among the regions that are the highest. Those
in London experiencing inflation one percentage point
lower than elsewhere due to less on motor fuel and
transport.

IFS report that the pattern of rising inflation would mean
a 3% real cut in benefits year on year. Increasing
working-age benefits and Pension Credit for those over
state pension age by 6%, instead of the default 3.1%,
would cost an additional £3 billion in 2022-23. On
average it would mean preventing a £290 real fall in
benefit income year on year for the 10 million
households in receipt of these benefits (excluding those
receiving only Child Benefit). Although IFS found that this
need does not mean a permanent increase in benefit
expenditure: the government could uprate benefits by
a smaller amount in April 2023 than it otherwise would,
leaving the long-run size of the benefit system
unchanged. Uprating the State Pension by the same 6%
rather than 3.1% would increase the cost by a further
£1½ billion.
What else could the government do?

The above chart shows the likely impacts of inflation on
different households. It shows two sets of inflation rates.
The first are the latest annual rates of inflation, which
shows that there are currently very minor differences
between the cost increases seen for goods and services
that poorer households buy compared to richer
households. However, in April overall inflation facing the
lowest-income tenth of households looks set to be about
1.5 percentage points higher than that facing the highestincome tenth.

Many households on middling incomes with particularly
high energy costs will also not find it easy to adjust to
extra costs upwards of £500 per year. But meaningfully
compensating even average-income households for a
significant increase in costs would not be cheap. The
total increase in energy costs in April is likely to be in
the region of £14 billion on an annual basis unless until
prices fall back. Therefore any mitigation measure will
either be very expensive, or provide very partial
compensation, or will need to target only a modest
subset of those facing higher bills and provide little or no
help to others. Abolishing VAT on domestic fuel (from
its already reduced rate of 5%) would cost around £2.4
billion per year, but on average would give households
back less than a fifth of the annual rise in their energy
costs. It would target slightly more compensation on
those households with particularly high energy costs,
which could be seen as an advantage of the policy from
the point of view of helping households hit hardest.
Source: Institute for Fiscal Studies, 2022
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Business and Insights and Conditions Survey
The Office for National Statistics (ONS) have published
the final results from Wave 47 of the Business Insights
and Conditions Survey (BICS).
Trading and Financial Performance

The following chart shows for West Midlands and East
Midlands businesses how long their cash reserves would
last:
East Midlands 3.5% 16.9% 13.0%

98.0% of responding West Midlands businesses and
99.0% of East Midlands businesses reported their
business trading status as currently trading.
28.6% of trading businesses in the West Midlands and
24.8% of East Midlands businesses reported their
turnover had decreased.
The following chart shows how business turnover has
been affected in Midlands regions:
Turnover has increased by
more than 50%

West Midlands 3.9%

21.0%

0%

47.0%

12.9%

20%

40%

16.9%

43.8%

60%

15.7%

80%

No cash reserves

Less than 1 month

1 to 3 months

4 to 6 months

More than 6 months

Not sure

100%

International Trading
1.0% of West Midlands and 1.9% of East Midlands
businesses had not been able to export within the last
two weeks.

Turnover has increased
between 20% and 50%

22.4% of exporting businesses in the West Midlands and
21.3% for the East Midlands reported their businesses
were still exporting but less than normal. 15.0% in the
West Midlands and 13.2% in the East Midlands were
importing less than normal.

Turnover has increased by up
to 20%
Turnover has not been
affected

65.9% of West Midlands businesses and 62.4% of East
Midlands businesses who were exporting reported that
they had not been affected and 69.8% of West Midlands
importers and 68.7% of East Midlands importers said that
importing had not been affected.

Turnover has decreased by up
to 20%
Turnover has decreased
between 20% and 50%

Turnover has decreased by
more than 50%
West Midlands
Not sure

East Midlands
0%

20%

40%

60%

Excluding ‘not sure’ responses, 48.9% of West
Midlands businesses and 49.7% of East Midlands
businesses reported the main reason for the change in
the business turnover in the last month was due to
Covid-19. 13.4% of West Midlands businesses and
11.8% of East Midlands businesses reported the main
reason as the end of the EU transition period. 2.8% of
West Midlands businesses and 2.6% of East Midlands
businesses reported that it was due to both Covid-19
and the end of the EU transition period and 13.2% of
West Midlands businesses and 10.1% of East Midlands
businesses reported ‘other’ as the main reason for the
change in turnover.
Cash Reserves
3.9% of West Midlands businesses and 3.5% of East
Midlands businesses have no cash reserves.

3.0% of businesses in the West Midlands and 3.1% of East
Midlands businesses were exporting more than normal.
The figures for importing more than usual are 6.4% for the
West Midlands and 7.6% for the East Midlands.
Trade with Other UK Nations
In the last twelve months, 24.1% of West Midlands
businesses and 23.3% of East Midlands businesses
reported that between 1-24% of sales of materials, goods
and services were to customers in other UK nations.
10.1% of West Midlands businesses and 9.3% of East
Midlands businesses reported experiencing challenges
when trading with customers in other UK nations.
Global Supply Disruption
Where applicable, 30.3% of West Midlands businesses
and 26.9% of East Midlands reported experiencing global
supply chain disruption over the last month. Although,
34.0% of West Midlands businesses and 35.2% of East
Midlands businesses reporting no global supply chain
disruption.
Source: ONS Business Insights and Conditions Survey (BICS)
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Business Insights and Conditions Survey
Changes to Activities

The favoured response as to why the business intend to
use increased homeworking going forward at 83.7% of
7.6% of West Midlands businesses and 6.9% of East
West Midlands businesses and 83.5% of East Midlands
Midlands
businesses
reported
experiencing
businesses was improved staff wellbeing.
unexpected changes to financial or operational
activities in the last two weeks.
40.0% of West Midlands businesses and 40.2% of East
Midlands businesses reported that they did not intend to
29.1% of West Midlands businesses and 28.8% of East
increase homeworking as a permanent business model.
Midlands businesses were expecting financial or
The favoured response as to why businesses do not intend
operational activities to be affected by the Covid-19
to use increased homeworking going forward at 82.1% of
pandemic in the next two weeks.
West Midlands businesses and 82.3% of East Midlands
businesses was that it was not suitable for the business.
Return to the Workplace

40.7% of West Midlands businesses and 40.1% of East The following chart shows the Midlands regions why
Midlands businesses reported the workforce had businesses do not intend to use increased homeworking:
already returned to the normal place of work. 23.1%
of West Midlands businesses and 24.4% of East Concerns with integrating new
starters into the workplace
Midlands businesses expected the workforce to return
in less than six months. 1.0% of West Midlands
Difficulties managing staff
remotely
businesses and 1.9% of East Midlands businesses
expected the workforce to return in over six months
Reduced productivity
time. 8.5% of West Midlands businesses and 8.1% of
East Midlands businesses reported there was no
Security concerns
expectations of the workforce returning to the normal
place of work.
Reduced reliability and retention
Wages

10.6% of West Midlands businesses and 11.8% of East
Midlands businesses reported existing employees’
hourly wages over the last month when compared with
normal expectations or the time of year had not been
affected. 6.2% of West Midlands businesses and 6.1%
of East Midlands businesses reported that wages were
higher and 20.0% of West Midlands businesses and
22.5% of East Midlands businesses reported wages
were lower.
12.4% of West Midlands businesses and 13.1% of East
Midlands businesses reported new employees’ hourly
wages over the last month when compared with
normal expectations or the time of year had not been
affected. 13.2% of West Midlands businesses and
13.4% of East Midlands businesses reported that
wages were higher and 23.3% of West Midlands
businesses and 26.1% of East Midlands businesses
reported wages were lower.
Homeworking
28.8% of West Midlands businesses and 30.3% of East
Midlands businesses reported their business intended
to use increased homeworking as a permanent
business model going forward.
Source: ONS Business Insights and Conditions Survey (BICS)

of staff
Reduced communication
Negative impact on working
culture
Not suitable for our business
Costs of employee equipment
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Cancellations
17.5% of West Midlands businesses and 18.0% of East
Midlands business reported the number of cancellations
from customers over the last month have increased and
20% of West Midlands businesses and 19.9% of East
midlands businesses reported that it has stayed the same.
In the West Midlands there was a response rate of 19.4% and in the
East Midlands there was a response rate of 20.7% where businesses
have a presence in the region. There was a response rate of 18.8% for
the West Midlands and 21.8% of East Midlands where businesses are
headquartered in the region. Survey reference period: 13th December
2021 to 9th January 2022. Survey live period: 27th December 2021 to 9th
January 2022. The data is unweighted and should be treated with
caution.
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Manufacturing: Harnessing Agility & Resilience
Britain’s manufacturers are more positive about the
growth outlook as they enter 2022, with greater
confidence in the prospects for their own companies than
either the global or UK economies, according to a major
survey published by Make UK and PwC.

The more positive outlook for growth is reflected across
all major markets with 40% of companies forecasting
growth in exports to the United States, closely
followed by the EU. 26% of companies are looking for
growth in Asia and 21% to the Middle East. However,
the EU market is set to see the biggest decrease in
• Three quarters of companies expect conditions in exports by 10% of companies.
manufacturing to improve.
• Two thirds of companies see the UK as a competitive The survey also provides encouraging indicators on the
location for manufacturing - but as many say leaving strategies manufacturers are adopting to build resilience
the EU has hampered their business.
and agility into their business by looking at their supply
• Increased input costs and access to skills are the chain, investing in people, innovation and green
biggest risks for companies.
technologies.
• COP 26 accelerated the drive to invest in ‘net zero’.
• One third of companies are looking to re-shore Up-skilling or retaining existing staff was the biggest
production, a similar number are looking to replace priority for 67% of companies followed by new product
overseas suppliers with UK based ones.
development (60%) and capital equipment (54%), while
78% of companies envisage a significant or moderate
The 2022 Make UK/PwC Senior Executive survey shows increase in their productivity this year.
the scale of uncertainty facing business in the current
turbulent global environment, with more than half of Skills and talent also dominated the risk factors
companies saying the biggest challenges facing them companies were facing with access to labour seen as
had changed in the last twelve months. Their optimism is the biggest risk by 58% of companies, while almost nine
also tempered by escalating inflationary pressures and in ten companies were not just worried about losing
access to, as well as retaining, talent and key skills which skills from their business but, the sector entirely.
are by far the biggest issues companies are having to Encouragingly, despite the current financial challenges
address.
45% of companies said they still planned to invest in
apprenticeships in 2022.
In the face of these challenges, however, the majority of
manufacturers have weathered the storm of the last The need to build resilience into business models has
couple of years with 73% of companies now believing been highlighted by supply chain shortages. The survey
conditions for the sector will improve in 2022, with a shows 35% of companies are planning to counter this
similar number (73%) believing the opportunities for their by using British rather than international suppliers,
business outweigh the risks. To date, the sector appears while 31% said they were planning to re-locate some or
to have seen little or no disruption from the latest more of their production back to the UK.
Omicron variant to alter this confidence.
The survey also shows the increasing drive towards ‘net
Furthermore, 63% of companies felt the UK to be a zero’ for manufacturers. 49% of companies said they
competitive location for manufacturing with just 13% plan to invest in green technologies or energy
believing it to be an uncompetitive place to do business. efficiency measures in 2022, with a third saying this
investment has increased. A third also said the process
To take advantage of these opportunities’ manufacturers to transition to ‘net zero’ had been accelerated by the
are prioritising improving productivity, investment in recent COP 26 Conference.
their people as well as new product development, while
the recent COP 26 summit appears to have accelerated Make UK has forecast that manufacturing grew +6.9%
investments in the drive to ‘net zero’.
in 2021 and is predicting growth in 2022 of +3.3%.
However, one year on from leaving the EU, two thirds of
companies said that leaving had moderately or
significantly hampered their business, 56% of businesses
fearing a further impact this year from customs delays Please note, The survey of 228 companies was conducted
due to import checks and changes in product labelling.
between 27th October and 22nd November 2021.
Source: Make UK/PwC, 2022
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State of Small Businesses
The State of Small Business Britain report is the
Enterprise Research Centre’s (ERC) annual review of
trends affecting small and medium-sized enterprises
(SMEs) in the UK. The report discusses the findings from
research and analysis carried out and/or published by
the ERC in 2021.

Overall trends
The financial situation for many SMEs remained
challenging in 2021. According to the ONS Business
Insights and Conditions Survey (BICS) data, the
proportion of businesses in the UK reporting that they
have ‘no cash reserves’ increased between 2020 and
2021. The highest percentage of firms with no cash
reserves is found among micro-businesses employing 0-9
employees. Late payment and rising costs are on-going
problems for small businesses, and this exacerbated in
the last quarter of 2021.

For many UK SMEs, productivity is below that of their
international competitors which represents a significant
challenge and opportunity. Reinvesting in capital
equipment, intangibles, skills, and business model
innovation for digitalisation and net zero creates the
potential for productivity improvement. This defines the
‘Triple Transition’: digitalisation, moves towards net
zero, and productivity upgrading as shown in the
following infographic:

Micro-businesses and small businesses were also less
likely to report that they had ‘high confidence’ in
business survival compared to larger firms. However, a
larger proportion of micro-businesses reported high
confidence in survival at the end of 2021 than did at the
end of 2020 (nearly 53 per cent at the end of 2021,
compared to 38 per cent at the end of 2020).
It is widely acknowledged that self-employed people
have been amongst the hardest hit by the economic
consequences of Covid-19. Throughout 2020 movement
out of self-employment was the prevailing trend, but in
2021 inflows into self-employment started to pick up
again, although incomes and profits were still below prepandemic levels. Overall, however self-employment is
still markedly lower at the end of 2021 than at the end
of 2019.
Data from the latest Global Entrepreneurship Monitor
(GEM) UK survey undertaken in late 2020 showed a
sharp fall in the number of individuals in the early
stages of setting up a new business compared to the
pre-pandemic high in 2019. However, ethnic minority
communities demonstrated their resilience by
maintaining their previous levels of early-stage
entrepreneurialactivity (TEA rate).

SMEs trading internationally not only encountered
unprecedented challenges associated with the Covid-19
pandemic, but also had to deal with the implications of
Brexit during 2021. SMEs have been disproportionally
disadvantaged by the disruption caused to global supply
chains.
Source: ERC, 2022

The concept of the Triple Transition – (moves to
digitalisation, net zero and productivity upgrading) – ERC
report it will be valuable in the development of national
and local enterprise policy in the UK and internationally,
contributing to rebuilding strength and resilience
following the shock associated with the Covid-19
pandemic.
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Small Business Leaders Response to Covid-19
Pandemic – Foundations for Recovery?
Analysis from Professor Mark Hart Deputy Director, At the same time, the proportion of SMEs with no
Enterprise Research Centre, Aston Business School.
apparent appetite for external finance fell from 50% in
Q1 2020 to 32% by the end of 2020. Another feature of
Small business sector resilience
the 15 months to the end of May 2021 was the doubling
How well, and how quickly, will the UK economy recover
of the proportion of firms needing to inject personal
in 2022 after many businesses and sectors were
funds into their business as cash reserves became
effectively shut down in March 2020 and attempts to
depleted: from 12% to 25%.
open up continued to falter during 2020 and well into
2021? The answer will depend on the resilience and Financial Support from Government
innovative behaviour of the small business sector as was Since March 2020 the UK Government has introduced
the case in the years after the Great Financial Crash.
and extended a range of emergency financial support for
business amounting to £164.1bn at the time of writing,
Positive and negative effects for SMEs
and this has been crucial for the vast majority of small
Although the net effect of events since March 2020 have
businesses and especially in those sectors most affected
been negative for SME employment and turnover, some
by the crisis. This total includes £62bn for Coronavirus
businesses have still achieved growth. The Enterprise
Job Retention Scheme (CJRS); £46.5bn for Bounce Back
Research Centre’s (ERC) Business Futures Survey
Loans (BBL); £27bn for Self-employment Income
undertaken in Q4 in 2020 with 1,000 SMEs provided
Support Scheme (SEISS); £23.3bn for Coronavirus
insights. A fifth of SME leaders stated that Covid-19 had
Business Interruption Loans Scheme (CBILS) and £5.3bn
had a positive impact on their business, with around a
for Coronavirus Large Business Interruption Loans
quarter of firms growing turnover in 2020 and a fifth
Scheme (CLBILS).
taking on new staff. 95% of firms reported using video
conferencing software more. But SMEs are also making Positive Impact on Investment Planning
greater use of advanced technologies such as the Internet A recent study by the Enterprise Research Centre (ERC)
of Things (64% reporting greater use), augmented or found that there were widespread positive short-term
virtual reality (51%) or artificial intelligence or machine impacts of the government support schemes on
learning (48%). The survey revealed that established investment planning. Firms which received a
digital technologies are well diffused among UK SMEs combination of Furlough and loans were 17.2 percentage
and that emerging digital technologies are becoming points more likely to plan investments in capital
increasingly more common in 2020 as small business equipment than firms with no pandemic support.
leaders sought to engage in innovative practices designed
Growth ambition and future plans
to recapture lost revenues and engage with new
A final dimension, which is crucial for the recovery, will
customers and markets.
be the growth ambition and plans of the small business
The survey data also shows a growing awareness of sector. Evidence from the SME Finance Monitor in May
sustainability among firms, with 72% saying they had 2021 provides some grounds for optimism. The growth
taken steps to minimise the environmental impact of ambitions of all SMEs, irrespective of size and market
their business over the past year. Large numbers orientation, are higher in the three months to May 2021
reported taking actions within the business to move than at the end of 2020 with those involved in
towards ‘net zero’ targets. 34% of firms said greater international trade more likely to expect to grow in the
digital adoption had resulted in more sales, 38% said it next 12 months. Although, two-thirds reported in midhad boosted their innovation activity. And while some saw 2021 that they were ‘being cautious due to the future
investment in technology as a necessary step to cope with feeling uncertain’ which was lower than in Q2 2020 but
lockdown restrictions, for nearly one in five it had 10% higher than before the pre-pandemic. Not all of
prompted a ‘pivot’ to completely different business that caution is driven by the pandemic but includes many
models to respond to rapidly changing client and aspects of the UK’s current trading arrangements with
customer needs.
the EU and other global regions.

SME Finance Monitor
The quarterly SME Finance Monitor provides regular
insights into access to finance since the last recession. An
immediate impact in Q1 and Q2 in 2020 was the fall in
the proportion of SMEs using any external finance, but in
the period from Q4 2020 to the three months to the end
of May 2021, this had returned to pre-pandemic levels
(i.e., 42%).

As has been the case in previous recessions the small
business sector, and especially younger small firms, will
be at the forefront of delivering that growth but much
will depend on the impact of the phasing out of the
emergency business support coupled with the ongoing
effects of the UK exiting the EU, and the hope is that
together we will not witness a haemorrhage of
23
insolvencies and associated redundancies.

Local Business Intelligence By Sector
SECTOR

Hospitality

Manufacturing

Retail

Cultural & Creative

Agriculture

Construction

KEY INSIGHTS
• New data from UKHospitality found city centres were particularly hard hit as Christmas parties
were cancelled and people returned to home-working. Pubs, bars and restaurants lost
£10,335 on average in the week leading up to Christmas, according to new data. Christmas
Day takings were down 60% compared with 2019.
• Midlands’s landlords have warned that some pubs and clubs, crippled by Covid-19, will
struggle to survive in 2022.
• The government support package announced by the Chancellor pre-Christmas was
welcomed by business groups; but it came with a warning that more help will be needed if
restrictions are tightened further or maintained for a long period.
• The latest quarterly manufacturing Outlook Survey from Make UK and BDO show
manufacturers within the West Midlands saw a strong performance at the end of the year.
According to the survey, output within the region recovered from the last quarter to +35%
which was among the best performance of any UK region and a strong figure by historical
standards.
• However, UK car production in 2021 was the lowest it has been since 1956, despite a surge in
demand for battery electric vehicles.
• Additionally, the Manufacturing Outlook Survey produced by Make UK in partnership with
BDO, has reported that a record numbers of manufacturers are, or are planning, to raise
prices in the face of strong inflationary pressures which show little, if any, sign of abating.
According to the survey results, UK prices rose to their highest ever balance, +52%, in the
survey’s 30-year history, this being the third consecutive quarter of record-breaking figures. As
an indication of the sharpness of the rise in inflation, and how manufacturers have responded,
the equivalent balance in Q4 2019, pre-pandemic and pre-leaving the EU, was just +5%.
• Demand for property outside traditional retail and pragmatic landlords have given “renewed
optimism” for some high streets and shopping districts despite the toll of the pandemic,
according to industry experts.
• The pressure from lockdown measures, after a steady decline in recent years, saw vacancy
rates across shopping destinations hit record levels in the second quarter of 2021. The tide
has not completely turned but rates levelled out in the third quarter as industry experts
highlighted recovering demand.
• Additionally, consumer spending shot higher against pre-pandemic levels in 2021 as the
boom in online shopping continued, according to figures. Barclaycard said consumer credit
card spending rose by 5.9% in 2021 compared with 2019, despite the closure of shops,
hospitality and leisure firms for significant parts of the year.
• The ending of Plan B Covid-19 restrictions is a relief to creative and cultural organisations, but
confidence – both within businesses and the public – will take some time to fully return.
• Derby is one of 8 places to have been longlisted to become 2025 UK City of Culture. Marketing
Derby recently pledged £20,000 to support the city’s bid. Should it win, the benefits to Derby
could be worth as much as £3.4 billion.
• According to a recent survey, farmers may have been upbeat about the health of most
businesses during 2021, but prospects for the year ahead seem less buoyant.
• Expectations of increases in both price inputs and outputs are a major reason for this
pessimism, with the cost of inputs like fuel and fertiliser rising particularly rapidly.
• Agriculture is also tackling structural changes, not least new subsidy regimes and the drive to
net zero / carbon neutrality. Experts are clear that farmers understanding their own
challenges, opportunities and options in the future will be key. Those who start on the journey
early will be best placed to adapt and thrive.
• Growth in the UK construction industry slowed in December as the impact of Omicron offset
gains for building firms from fading supply chain disruption.
• According to the latest snapshot, construction firms reported delays to decision making by
clients because of the Omicron variant, contributing to the weakest pace of growth in the
sector for three months.
• Although construction has been relatively less affected by the core impacts of the pandemic,
material shortages and price rises are still stinging. This has led to reports of mass closures.24
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