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Foreword
For British businesses, planning for the
future in early 2017 is an unenviable
task. The uncertainty created by last
year’s vote to leave the European
Union, as well as the imminent
General Election, has left business
owners unsure about how and when
to implement strategies for growth,
and whether they need to put their
ambitions on hold. Add these fresh
concerns to the usual trials of running
an enterprise, and it is no wonder that
SMEs are feeling a certain degree of
uncertainty.
Yet, when looking ahead, those leading
the UK’s small and medium-sized
companies remain determinedly
optimistic. This can be seen in the
encouraging findings from our most
recent SME Future Attitudes research
which suggests that many are still
hopeful of expanding their operations
in the year ahead. More than four out
of ten companies cite growing their
business as a top priority. This reflects
what Aldermore is hearing from its
business customers - that they retain
their ambitions for growth despite
the uncertain economic environment.
It is the responsibility of the finance
industry – and Government – to
ensure they receive the support
needed to succeed.
However, access to finance is a
common and persistent gripe among
SMEs in Britain. And a particularly
troubling revelation from our report is
that one in five companies has missed
out on a business opportunity in the
past 12 months because of a lack of
funding. It may be that many firms do
not realise the range of finance now
available to them. Aldermore and its
peers must educate businesses about
the bespoke, flexible, and cost-efficient

funding options that exist beyond
traditional bank lending, such as asset
and invoice finance, for example. We
have the desire and capacity to help
businesses grow, but must work
harder to get that message across to
the UK’s business owners.
Politicians can also do more to help
Britain’s SMEs flourish in the months
and years ahead. It is welcome that
the Government has devised its
Industrial Strategy to counter the
possible negative effects of Brexit and,
indeed, to maximise the opportunities
it will provide. However, the fact that
three out of four enterprises have no
knowledge of the Strategy - something
revealed by our research - means
that lawmakers need to make
greater efforts to communicate such
developments to the UK’s business
community.
SMEs want to expand, and they need
real support from both Government
and the finance sector to do so.
They have an eye on the future,
and are largely optimistic about the
opportunities that will emerge from
Brexit. We must harness this can-do
attitude, and turn it into real growth by
giving companies access to finance something Aldermore prioritises when
serving its business customers. With
the right support, small and mediumsized firms can further boost the UK
economy, regardless of whatever else
the future may bring.
Carl D’Ammassa,
Group Managing Director,
Business Finance
Aldermore
April 2017
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Missed
opportunities
Has a lack of available finance caused your business to
miss out on a new opportunity in the last 12 months?
One in five (19 per cent) UK SMEs has lost a
business opportunity in the last year due to a lack
of funds, with those based in the North East and
East Midlands most likely to have missed out. The
average amount lost by SMEs because of missed
opportunities amounted to £77,651 annually.
Medium-sized firms, those with between 50
and 249 employees, are the group that has
suffered most, with almost a third losing out on

business because of a paucity of capital. More
than a quarter of small companies (28 per cent),
employing between ten and 49 members of
staff, said the same. The smallest enterprises
fared better, with just 15 per cent of micro firms
- those with fewer than ten employees - blaming
a funding shortfall for lost business in the last 12
months. Just nine per cent of sole traders believed
they were worse off.
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Up to £1,000
£1,001 - £5,000

10%

£5,001 - £10,000
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20%

£50,001 - £100,000

11%
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4%

£250,001 - £500,000
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2%
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Don’t know / not sure

Mean: £77,651
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What type of funding does your business use?
When it comes to where business owners gain
access to finance, traditional bank lending still
remains most popular. Almost a fifth (18 per
cent) of SMEs are funded through overdrafts,
conventional bank loans or credit cards provided
by the traditional high street banks. However,
alternative finance is not far behind, with 14 per
cent of enterprises financing their operations
using non-traditional methods, such as asset
or invoice finance, crowdfunding, peer-to-peer
platforms or angel investors.
Perhaps it is unsurprising that younger business
owners – those aged between 18 and 34 –
are the most likely to have adopted these
alternative forms of business capital. Just over a

third (34 per cent) of this age group has financed
their businesses through alternative types of
funding, compared with 13 per cent of 35 to
54-year-olds, and just four per cent of those
over the age of 55.
It appears that sole traders are yet to get to grips
with the new generation of funding options,
with just three per cent having used alternative
finance so far. Micro businesses are a little more
enthusiastic – just over one in ten (11 per cent) has
used alternative finance to fund their operation.
22 per cent of small companies are already using
non-traditional funding methods, as well as a
quarter (25 per cent) of medium-sized firms.

18%
14%
5%
3%
15%
11%
26%
22%
31%
25%

Overdrafts, loans and/ or credit cards

Alternative forms of finance
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One in five UK SMEs have lost
a business opportunity in the
last year due to a lack of funds
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Challenges and priorities
in the year ahead
What do you expect to be your business’s
biggest challenge in the next 12 months?
Competition in the marketplace is the most
common concern for UK SMEs looking ahead to
the next 12 months. More than a quarter (26 per
cent) see their competitors as being the most
important thing to watch out for. Sole traders
are particularly anxious about competition, with
around a third (32 per cent) seeing it as a strong
threat. Businesses in the retail sector are those
most perturbed by what their peers may achieve
in the months ahead.

26%
25%
24%
16%
15%

However, cash flow is never far from business
owners’ minds. A quarter (25 per cent) of bosses
believe this could affect their operations in the
coming months. Late payments are the greatest
worry for 14 per cent of UK bosses. Meanwhile,
just over one in ten (11 per cent) medium-sized
firms are nervous about the prospect of gaining
access to finance, with roughly the same number
of small businesses (those employing between
ten and 49 members of staff) agreeing (10 per
cent).
Other than access to funding, Brexit and the state
of the economy are preoccupying many (24 per
cent), while the prospect of hikes in tax and VAT
concerns 16 per cent of SMEs. Keeping up with
rapid advances in new technology vexes around
one in seven (15 per cent). Attracting good staff,
retaining valuable employees, and keeping their
workforce properly trained are uppermost in the
minds of about 14 per cent of SMEs. The burden of
regulation, managing expansion, and bank charges
are other bugbears for many firms.

14%
14%
12%
10%
9%
6%
5%
7%

6

Q1 2017

SME Future Attitudes

What is your business’s top priority at present?
In a positive sign for the UK economy, more than
four out of ten (42 per cent) SMEs are planning
to grow in the next 12 months, and more than
a quarter (27 per cent) intend to develop their
current products or services. Businesses in
Northern Ireland are particularly ambitious,
with six out of ten saying achieving growth is
top of their list. SMEs in the South West are
also keen to grow (46 per cent), followed by the
West Midlands (45 per cent), then Yorkshire
and Humberside, Wales and Scotland (43 per
cent). Those in the capital are less focused on
expansion than SMEs in some of the regions,

with just 42 per cent making it a priority. Moving
into foreign markets is on the agenda for just nine
per cent of firms nationwide.
Investing in staff, as well as business equipment,
is most important for many (15 per cent)
enterprises. Other areas of focus are financing
their operations (14 per cent) and handling red
tape (13 per cent). Just under one in ten firms
(9 per cent) is prioritising paying down their debt,
while eight per cent of SMEs are hoping to sell
their business altogether in the near future.

42%
27%
15%
14%
14%
13%
9%
9%
8%
3%
7%
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Brexit expectations
What impact do you think Brexit
will have on your business?
The biggest upset to the status quo in 2016 was
undoubtedly the UK’s vote to leave the European
Union, but it would seem the business community
expects Brexit to cause less disruption to their
day-to-day operations than some might imagine.
More than a third (37 per cent) think the move
will have no impact on their business at all, with
an additional quarter (25 per cent) expecting
a positive effect from the UK leaving the EU.
Only three out of ten (29 per cent) fear that the
outcome will be negative for their business.

Very positive

Medium-sized companies are the most upbeat
about their businesses’ prospects outside of the
European family – 43 per cent are positive overall
about the change. Meanwhile, micro firms are the
most likely to think Brexit could be detrimental to
their business, with 31 per cent believing it could
have a somewhat or very negative effect.

10%
15%

Somewhat positive
No impact at all

37%

Somewhat negative

21%

Very negative

8%

Don't know

8%

Net positive: 25%

Net negative: 29%
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How do you personally feel about the UK’s
decision to leave the European Union?
When asked for their gut feeling about Britain
leaving Europe, almost half (48 per cent) of SME
bosses say they are happy. Of those who believe
Brexit could be good for business, 45 per cent
expect British money to be invested domestically
as a result, rather than being sent to Brussels, and
the same proportion believes business growth will
get a boost after the UK leaves the EU. Many (38
per cent) are resting their hopes on trade deals
with new markets in other parts of the world
and more than a third (36 per cent) are hopeful
that the burden of regulation will ease. A quarter
(25 per cent) of SME bosses point out that a
weakened pound is helping exporters, while the
same number are optimistic that lower interest
rates will encourage greater consumer spending.

Nevertheless, four out of ten (40 per cent)
SMEs are disappointed by the decision, with 60
per cent of those SMEs who believe Brexit will
have a negative impact on their business, saying
Brexit will create terrible economic uncertainty.
The manufacturing and retail industries are
those most concerned (36 per cent each), while
construction is the least concerned (12 per cent).
Many firms across all sectors expect taxes to rise
and the pessimists are more likely to highlight
the fact that weaker sterling makes importing
goods to the UK more expensive. Almost three
out of ten (29 per cent) expect investment in
Britain from the rest of the world to suffer, while
a quarter (25 per cent) thinks trade deals with
Europe will be worse after Brexit takes effect.

Net Happy to be leaving: 48%

Net Disappointed to be leaving: 40%
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More than a third of UK SMEs
think leaving the EU will have no
impact on their business at all
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Getting to grips with
the new Industrial Strategy
Are you familiar with the Government’s
new Industrial Strategy?
In response to the uncertainty the Brexit process
is causing in the UK economy, the Government is
working hard to roll out its new Industrial Strategy
announced at the start of the year in order to
promote British business internationally and
support the work being done in particular sectors
and regions. Yet, most business owners are
currently unaware of these plans for long-term
economic growth, with more than seven out of
ten (71 per cent) saying they have no knowledge
of the Government’s strategy.

Of those who are familiar with these new
industrial plans, only two out of five (38 per cent)
think it will have any impact on their operations,
while more than a third (36 per cent) predict it will
make no difference to their business at all. Three
out of ten (30 per cent) think the Government’s
new approach to industry will have a positive
effect, while almost a quarter (23 per cent) are
pessimistic.

46%
39%
Yes

29%
30%
71%

No

29%
28%
23%
18
11%
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On which part of the Industrial Strategy do you
think the Government should focus?
Driving Britain’s growth needs to be the main
priority for politicians, according to the greatest
number of SMEs (17 per cent). Providing support
for enterprises to start up and grow is the next
biggest target (16 per cent), while encouraging
trade and investment in the UK is seen as vital
by 15 per cent of business owners. Other areas

that are perceived as being beneficial to Britain
are developing skills (12 per cent), upgrading
infrastructure (nine per cent), investing in science,
research and innovation (seven per cent), then
delivering affordable energy and clean growth
(seven per cent).

18%
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Planning for
succession
Do you have a plan in place to ensure your business
does not suffer when key employees leave?
Planning for the future transition of key roles
within a business is a necessary exercise
regardless of what is happening in the economy.
Yet, many SMEs are still unprepared for change,
with little or no succession planning in place. More
than six out of ten (61 per cent) companies have
no formal plans for handling the departure of key
figures, either because they do not anticipate
them leaving for some time or because they
expect replacing employees to be straightforward
when the time comes.

Despite this casual attitude, about 17 per cent of
bosses admit an entire team leaving would deal
a terrible blow to their operations, and 15 per
cent thinks a senior executive departing could
be a big threat to the business. Medium-sized
businesses are more concerned about key people
leaving than small or micro firms – surprising
when one considers how dependent the smallest
businesses tend to be on a handful of people to
carry out essential tasks.

Net No: 61%
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If you do have a plan in place for staff departures,
what does this include?
Most business owners appear to take a
preventative approach to staff churn, with almost
half (47 per cent) saying they work hard to
ensure employees see a long-term future in the
organisation. Just over four out of ten (42 per
cent) have already identified individuals within
the business who might take over pivotal roles
should current incumbents leave. About the same
proportion (40 per cent) has already noted the
core skills, competencies, and types of personality
the business needs to function. They trust this
knowledge will make it easy to act swiftly to fill
any unexpected vacancies.

Around four out of ten (39 per cent) enterprises
prioritise educating existing staff about how the
business broadly operates in order to create a
larger talent pool to choose from when a key
person leaves. Conducting regular staff appraisals
to gauge employee sentiment is another popular
approach (37 per cent), while more than a third
(36 per cent) of companies opt to keep members
of staff engaged through regular sideways
promotions, as well as tweaking roles.
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Key
Findings

One in five SMEs (19 per cent) has
missed a new business opportunity
in the past 12 months due to a lack of
available finance.

Achieving growth remains the greatest
priority for businesses (42 per cent),
while more than a quarter (27 per
cent) are focussed on developing their
products or services.

More than seven out of ten
(71 per cent) UK small and mediumsized firms have not heard about the
Government’s Industrial Strategy.

More than a third (37 per cent)
of SMEs expect Britain’s departure
from the European Union to have
no impact on their business at all,
with a further quarter (25 per cent)
expecting a positive effect.

Most British companies are poorly
prepared for a change in key personnel,
with more than six out of ten
(61 per cent) having no succession
plan in place in the event that a crucial
employee leaves.
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Methodology
Research conducted by Opinium Research between 13th and 21st February
2017 with a nationally representative sample size of 1,003 senior decision
makers in UK small and medium-sized enterprises (SMEs).

Contact Us
For any questions or comments on this report
please contact:
Ian Burge, PR Manager
020 3553 4292
ian.burge@aldermore.co.uk
aldermore.co.uk
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