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It’s almost difficult to comprehend 
that little over a year ago, Brexit was 
the overriding theme dominating the 
thoughts of UK PLC.   
Since Prime Minister, Boris Johnson, 
announced the UK’s first lockdown on 23 
March 2020, the economy has experienced a 
series of ups and downs, reflecting the stop-
start nature of society over the past year as 
restrictions to our daily lives became (almost) 
normal.

While some protection was afforded to 
small and medium sized enterprises (SMEs) 
in the form of fiscal measures from The 
Treasury, many have sadly not survived. 
Though insolvencies in 2020 officially stood 
27 per cent down on 20191, a combination 
of government support measures, and the 
introduction of the Corporate Insolvency 
and Governance Act – limiting the ability 
of creditors in taking action against 
many debtors – hides the true extent of 
the pandemic’s impact on the business 
landscape. 

Even for those SMEs able to survive in 2020, 
the outlook has been far from bright. Of those 
able to leverage the job retention scheme, 
take advantage of VAT deferral measures 
and access government-backed loans, 
reduced demand, non-existent footfall and 
deep uncertainty made the already difficult 
endeavour of running a business, even more 
challenging.  

It’s easy to look back on the last year with 
disbelief leading to pessimism for the 

future, but with significant adversity comes 
innovation and hope. The global development 
of vaccinations to tackle the virus has been 
nothing short of remarkable. This is no more 
so than here, in the UK. With more than half 
of the UK population now vaccinated with 
a first dose, and restrictions starting to lift, I 
believe there is genuine light at the end of the 
tunnel both for businesses and the economy. 

To understand the challenges and 
opportunities facing UK SMEs 
at this pivotal moment in time, 
we undertook a study of 500 
businesses between March and 
April 2021. Notwithstanding some 
caution, our findings reflect a 
renewed confidence as we move 
towards the summer months. 

More than three-quarters of the businesses 
we spoke with said they are confident 
about opportunities in 2021, and the same 
proportion said they plan to invest over the 
coming months. Such expenditure will act as 
a huge boost to supply chains, and a catalyst 
for employment. 

Additionally, it is clear that however 
unplanned changes may have been, the 
pandemic has encouraged many to adapt 
the way they operate. Half say that building 
partnerships with other businesses is more 
important than ever before, and more than 
two-fifths say they plan to provide employees 
with greater flexibility, highlighting a much 
needed focus on striking the right work-life 

balance, while maintaining productivity

There is also keen focus on transitioning 
towards digital technology to meet changing 
customer demands.

It’s true that challenges remain. Four in ten 
SMEs that accessed a government-backed 
loan say they don’t yet have a plan for how 
they will repay this money, and over a quarter 
say they need cashflow support more than 
ever before. Additionally, there remain 
concerns regarding a fourth wave, despite the 
successful vaccine roll-out to date. 

However, where there is challenge, there is 
opportunity and support. 

As restrictions continue to lift over the 
coming months, the private and public 
sectors remain focused on providing this 
support enabling SMEs to do what they do 
best: drive employment, boost output, and 
fulfil consumer demand. 

This help comes in many forms, be it through 
the provision of funding to unlock cashflow, 
supporting businesses in overcoming the 
complexities of trading overseas in a post-
Brexit world or helping SMEs to understand 
changing customer behaviours and 
transitioning to digital operating models.

Though times have been more testing than 
ever before, I believe that UK SMEs are now 
on the cusp of unlocking the road to recovery 
over the months ahead. 

1. Quarterly Company Insolvency Statistics, Q4 October to December 2020
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EXECUTIVE SUMMARY

1

2

3

BFS’s research among UK SMEs reveals a somewhat optimistic, yet cautious business population. While it is evident the 
impact of the pandemic on smaller businesses has been significant, many are eager to plan ahead and to take advantage 
of returning consumer demand over the coming months as restrictions continue to lift. 
Notwithstanding growing optimism, key fiscal and operational challenges remain for the UK’s 6m SMEs.  

This report identifies three areas of focus for business owners, advisors, private and public sector organisations to consider over the coming months in 
order to support and encourage SME growth, as the UK starts to rebuild.

OVERCOMING THE FINANCIAL BARRIERS TO RECOVERY AND PROTECTING FUTURE REVENUE
The true economic impact of the pandemic is unlikely to be known for some time. However, it is evident that managing cashflow and 
accessing working capital is a key consideration for SMEs moving forward. Findings show, on average, businesses each have £116,376 owed 
to them in unpaid invoices. This reflects a huge working capital gap, with more than a quarter of SMEs (26%) needing cashflow support more 
than ever before and 16 per cent seeking support to recover moneys owed. Even more worryingly, 20 per cent say they have written off sums 
as bad debt with an average sum of £18,929 lost, representing a significant economic leakage. Protecting new and existing revenue streams 
should be a key focus for business owers over the coming months.

While government-backed loans have been a lifeline for a huge number of businesses (a third according to our findings), there is concern that 
many may default. According to the National Audit Office (NAO), it is estimated that between 35-60 per cent of borrowers may default. Our 
findings show that while 55 per cent of SMEs plan to repay these loans via company profits, almost two-fifths (39%) haven’t yet considered 
or don’t know how they will repay the amounts borrowed. The phased easing of other financial support measures including furlough, tax relief 
and cash grants will be critical in helping the UK to sustainably rebuild, augmented with help from the private sector to provide longer-term 
funding support to these businesses. Additionally, considering solutions to protect against bad debt and access working capital available from 
the private sector will provide both certainty of payment, and sustainable sources of liquidity for businesses. 

CREATING BUSINESS ECOSYSTEMS 
A fundamental problem facing SMEs is the scale of disruption caused to supply chains throughout the pandemic. A third (32%) - rising to 59 
per cent of wholesale businesses – say they are currently experiencing supply chain issues. Coupled with the scale of bad debt written off, 
now is the time for businesses to consider how they can better manage supply chains and develop closer relationships with customers and 
suppliers.

SMEs are, by their very nature, at their best when they are leveraging the ecosystems in which they operate by networking, finding new 
distribution channels and using technology to market and sell. It is encouraging, therefore, that almost half say building partnerships with 
other businesses is more important than ever before. Whether joining forces to cross-promote products and services, or networking to find 
new suppliers and customers, collaboration between SMEs will be a vital tool in kick-starting the economy. Businesses should consider how 
they can leverage networks such as the British Chambers of Commerce, the Federation of Small Businesses, or informally via social media. 

With the majority of SMEs believing pre-pandemic levels of demand will return in Q3, now is the time for SMEs to plan ahead, build their 
networks, and consider new distribution methods and sources of supply.

SUPPORTING MENTAL HEALTH AND WELLBEING
Findings show the pandemic has provided much food for thought for businesses in embracing ways to improve, whether this is through the 
use of digital technology, working remotely, or providing greater flexibility to employees. 

Small businesses have shown tremendous resilience in the face of numerous challenges since the pandemic began. Amid the backdrop of a 
wider international mental health crisis as a result of isolation and restrictions to daily-life, SME owners are experiencing specific challenges 
with regard to shouldering the responsibility of keeping their businesses afloat and retaining jobs for employees. A quarter say they feel 
anxious, worried or nervous about the future of their business, and more than half say they have had to work in some capacity since the start 
of the pandemic.

It is vital that business owners, support providers and government work-together, not simply to raise awareness, but to tackle stress and 
mental health issues among SME owners and employees.
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IMPACT ON SME OPERATIONS 
AND SUPPLY CHAINS

RESEARCH FINDINGS

SMEs have been forced to make a number of changes to their businesses in order to survive. This includes leveraging 
government support measures, closing all or parts of their operations, and renegotiating terms with suppliers. Almost 
half (47%) have remained fully operational throughout the pandemic, with this rising to 57 per cent for transport and 
wholesale businesses. 

Among the pandemic’s most problematic impacts has been disruption to supply chains. More than a quarter (26%) say customers have gone into 
administration, with this rising to 40 per cent for wholesale businesses, highlighting the fragility of supply chains within the distribution sector in the 
wake of the pandemic. Further demonstrating the supply chain impact of the pandemic, more than one in ten say they have withheld payments to 
suppliers. More than one in ten made redundancies (12%), with this rising to 16 per cent for businesses in the manufacturing sector. 
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SME ACCESS TO GOVERNMENT LOANS
RESEARCH FINDINGS

In just his first and second budgets since becoming Chancellor, Rishi Sunak unveiled a series of changes to support UK 
businesses since the start of the pandemic. 

Perhaps most prominent, was the introduction of the Coronavirus Business Interruption Loan Scheme (CBILS) and Bounce Back Loan Scheme 
 (BBLS), which were designed to provide a much needed source of funding for businesses impacted. While questions remain over the rate of default 
and repayment sources of such loans, it is evident that this support was vital for the survival of many SMEs in 2020.

TAKE-UP OF GOVERNMENT LOANS (SECTOR & TURNOVER)

PROPORTION OF SMES THAT HAVE 
SPENT ALL OF GOVT LOAN

USE OF GOVERNMENT LOANS

Pay suppliers 44%

Pay staff 38%

Stock purchase 26%

Purchase machinery or equipment 23%

To refinance 13%

New or existing premises 11%

Something else 23%

Funding not spent 9%
*SMEs that accessed government funding (170)
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The swift decline in demand for goods and services following the first wave of lockdowns caused ripples throughout the 
supply chains of businesses across the world. 

The subsequent impact on the flow of payments between UK businesses is expected, but its effects are likely to be long-standing. Findings show: 

•  The already chronic issue of late payment has worsened with two-fifths (40%) stating that it is taking longer for business customers to pay since 
the pandemic began; 

•  On average, payment has been delayed by almost five weeks for those experiencing extended payment times (4.67); 

•  Bad debt, owing to the inability to pay or protracted default of debtors, is an issue for a proportion of SMEs, with one-fifth writing-off sums owed 
(20%) and an average of £18,929 lost per business; 

•  SMEs have significant sums outstanding in unpaid invoices, with an average of £116,376 owed and;

•  The wholesale sector has been disproportionately impacted by payment issues, with 24 per cent of those businesses suffering from bad debt, and 
the average amount outstanding in unpaid invoices standing way above average at £203,400.

VALUE OF UNPAID INVOICES (SECTOR & TURNOVER)

 

20%

80%

Yes No

PROPORTION OF SMES 
THAT HAVE SUFFERED 
FROM BAD DEBT

IMPACT ON BUSINESS PAYMENTS
RESEARCH FINDINGS

BIBBY FINANCIAL SERVICES  SMES: UNLOCKING THE ROAD TO RECOVERY 7



 

 

 

 

 

 

 

0%
5%

10%
15%
20%
25%
30%
35%
40%

Total

Wholes
ale

Man
ufa

ctu
rin

g

Cons
tru

cti
on

Serv
ice

s

Tran
sp

ort

Change in demand for SME goods 
and services following Govt 

announcement (sector)

NET: Increased NET: Declined

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

Total

Wholes
ale

Man
ufa

ctu
rin

g

Cons
tru

cti
on

Serv
ice

s

Tran
sp

ort

SME confidence in business 
outlook (sector)

NET: Very confident / confident

NET: Not confident / Not at all confident

 

 

 

 

 

 

0%

5%

10%

15%

20%

25%

May June July August September October November December

Total Wholesale Manufacturing Construction Services Transport

0%
5%

10%
15%
20%
25%
30%
35%
40%
45%
50%

Incre
as

ed
 si

gnific
an

tly

Incre
as

ed
 sl

ight
ly

Stay
ed

 th
e s

am
e

Dec
lin

ed
 sl

ightly

Dec
lin

ed
 si

gnific
an

tly

It i
s t

oo e
arl

y t
o te

ll

Don’t k
now

Change in demand for SME goods & 
services following Govt announcement (all) 

SME confidence in business prospects 
in 2021 (all)

Very confident Confident Not confident

Not at all confident Don’t know

BUSINESS OUTLOOK FOR 2021
RESEARCH FINDINGS

Despite challenges remaining, the announcement of the UK Government’s roadmap to ease lockdown restrictions - 
coupled with the successful vaccination roll-out - has stimulated optimism amongst many SMEs.

Three-quarters say they are either confident or very confident about their business prospects in 2021, and 29 per cent say that sales have increased 
since the announcement. 

Three-quarters (76%) say that demand has been impacted by the pandemic and more than a quarter (26%) don’t believe that sales will return to 
pre-pandemic levels in 2021. Businesses in the services and transport sectors, and those with turnover between £500,000 and £1m were least likely to 
believe that demand will return in 2021. Of those who see the return of demand taking place this year, most believe this will happen in September. 

CHANGE IN DEMAND FOR SME GOODS 
AND SERVICES FOLLOWING GOVT 
ANNOUNCEMENT (SECTOR)

SME CONFIDENCE IN BUSINESS PROSPECTS 
(SECTOR)

SME EXPECTATIONS OF DEMAND RETURNING TO PRE-PANDEMIC LEVELS (SECTOR)

CHANGE IN DEMAND FOR SME GOODS 
AND SERVICES FOLLOWING GOVT 
ANNOUNCEMENT (ALL)

SME CONFIDENCE IN BUSINESS PROSPECTS 
IN 2021 (ALL)
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CHALLENGES AND OPPORTUNITIES  
RESEARCH FINDINGS

While challenges vary by sector, common themes have emerged. Business costs, increasing competition and supply 
chain pressures are seen as the key issues facing businesses over the coming months. Conversely, the prospect of new 
customers is overwhelming seen as the key opportunity for businesses as return starts to return. 

One-fifth (22%) say making their businesses premises Covid-19 safe is something they will need to consider carefully. Further guidance from the 
Government on returning to workplaces is expected in due course, and will be welcomed by businesses across the country as they start to think about 
reintegrating staff and customers.

SME VIEWS ON KEY BUSINESS CHALLENGES (SECTOR)

EXPECTED OPPORTUNITIES FOR SMES IN 2021

Total Up to 
£250k

£250k to 
£500k

£500K to 
£1m

£1m to 
£5m £5m plus Wholesale Manu- 

facturing
Const- 
ruction Services Transport

Attracting new 
customers 59% 58% 65% 64% 57% 52% 60% 62% 63% 59% 47%

Less competition 13% 15% 12% 10% 18% 19% 10% 7% 13% 17% 17%

New suppliers/ 
better supply chains 9% 6% 6% 10% 11% 22% 13% 9% 10% 9% 4%

Mergers and 
acquisition 2% 2% 2% 4% 2% 0% 4% 2% 0% 0% 6%

Other 4% 4% 6% 4% 6%  0% 5% 4% 2% 2% 7%

None of the above 13% 16% 10% 8% 5% 7% 7% 15% 13% 12% 18%
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INVESTMENT INTENTIONS 
RESEARCH FINDINGS

Overall, three quarters plan to invest over the coming months, with staff training and development, marketing and sales, 
and – perhaps unsurprisingly – digital technology and IT featuring as the top three areas of capital expenditure. 

On average, SMEs plan to invest £150,569 with this rising to over £200,000 for construction and transport businesses.

EXPECTED 2021 INVESTMENT BY SMES (SECTOR)

EXPECTED AREAS OF INVESTMENT IN 2021      
     

Total Up to 
£250k

£250k to 
£500k

£500K to 
£1m

£1m to 
£5m £5m plus Wholesale Manu- 

facturing
Const- 
ruction Services Transport

Staff training and 
development 39% 31% 45% 40% 52% 44% 48% 41% 33% 36% 40%

Marketing and sales 39% 38% 37% 41% 49% 52% 61% 39% 25% 39% 33%

Digital technology 
and IT 33% 24% 27% 31% 49% 41% 44% 35% 17% 29% 40%

New staff 29% 22% 25% 32% 41% 37% 40% 36% 22% 23% 25%

Machinery or 
equipment (including 
commercial vehicles)

29% 20% 35% 27% 42% 33% 36% 35% 21% 11% 44%

Existing premises 23% 15% 12% 28% 36% 37% 32% 23% 16% 18% 28%

New premises 7% 6% 10% 5% 11% 7% 8% 6% 7% 8% 7%

The acquisition 
of some or all of 
another business

5% 3% 2% 5% 7% 19% 8% 5% 5% 2% 5%

We do not plan to 
invest over the 
coming months

24% 32% 25% 23% 10% 19% 12% 18% 34% 29% 26%

Manufacturing

£143,200

Construction

£225,071

Services

£92,442

Transport

£208,959

Average

£150,569

Wholesale

£83,050
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NEW WAYS OF WORKING
RESEARCH FINDINGS

If one positive can be taken from the pandemic’s impact on business, it can be seen in encouraging businesses to consider 
new ways of working.  

Notwithstanding Zoom or Microsoft TEAMs fatigue experienced by many, the pandemic has expedited the use of new technology by firms big and 
small, and encouraged SMEs to consider new distribution methods, such as home delivery and e-commerce sales. When reflecting on how their 
businesses have changed since the pandemic began, overwhelming business owners feel confident about the changes they have made. It is clear that 
SME owners see the pandemic recovery as a collective effort and an opportunity to partner with other businesses more than ever before. Additionally, 
as consumers have become more accustomed to increasing customer service, fast delivery and digital transactions, SMEs widely acknowledge that 
offering customers the ability to transact and interact with them through digital technology should be a key focus moving forward. 

SME EXPECTATIONS FOLLOWING LIFTING OF ALL RESTRICTIONS (SECTOR)

SME VIEWS ON MARKET/SECTOR CHANGES     
 

Total Wholesale Manufacturing Construction Services Transport

Our business is well equipped to take advantage of 
opportunities that arise over the coming months 57% 78% 52% 43% 53% 62%

Building partnerships with other businesses is 
more important than ever 49% 65% 48% 42% 40% 52%

Our customers expect to be able to transact 
digitally more than ever 46% 57% 46% 39% 42% 48%

Our customers have higher expectations of the 
products and services we provide 33% 38% 29% 25% 32% 43%

We feel we need to accept any orders/new 
business right now, rather than choosing the 
ones that are best for my business

32% 38% 34% 23% 32% 33%

We need cashflow support more than we did 
before the pandemic 26% 28% 20% 26% 25% 29%

We rely on a network of other businesses more 
than ever 25% 33% 22% 19% 25% 26%

Our suppliers have changed the goods or 
services they provide due to the pandemic 19% 23% 19% 25% 10% 17%

We have changed the goods or services we 
provide based upon the pandemic 18% 22% 14% 15% 20% 18%

None of the above 9% 3% 13% 10% 10% 7%
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WELLBEING
RESEARCH FINDINGS

The invisible effect of the pandemic on SMEs is the mental and physical toll it has taken on the wellbeing of business 
owners and employees alike.  

Not only have owners had to overcome the typical challenges of running a business, over the past year they have had to contend with reduced 
demand, increased cost pressure, changing guidance, fluctuating staff levels and supply chain disruption. It is little wonder that a quarter say they feel 
worried, anxious or nervous about running their businesses today. 

Over half say they have had to work in some capacity since the start of the pandemic, reflecting the enormous pressure time-poor business owners are 
under. But it is not only business owners who have suffered. Employees too have faced tremendous stress and uncertainty since the pandemic began 
in the form of furloughing, potential redundancy, remote working and in some cases an increased need for higher productivity.

SME OWNER WELLBEING        
         

Total Up to 
£250k

£250k to 
£500k

£500K to 
£1m

£1m to 
£5m £5m plus Wholesale Manu- 

facturing
Const- 
ruction Services Transport

I have had to work in 
some capacity almost 
every day since the 
pandemic started

51% 48% 51% 54% 68% 52% 63% 55% 37% 42% 62%

My responsibility for 
keeping employees 
safe weighs heavily 
on me

44% 30% 57% 56% 54% 52% 61% 45% 30% 38% 47%

The challenges 
of lockdown have 
motivated me to 
think differently and 
innovatively

44% 29% 49% 46% 60% 56% 61% 42% 36% 42% 39%

I have found it more 
difficult to maintain 
a work-life balance 
since the lockdown 
started

43% 39% 45% 47% 52% 33% 41% 43% 39% 39% 54%

I have struggled to 
sleep due to concerns 
about my staff and 
business

29% 31% 33% 38% 25% 22% 32% 27% 27% 31% 31%

I feel personally 
responsible for job 
losses we have had to 
make

11% 8% 6% 12% 17% 22% 10% 11% 9% 10% 17%

SME OWNER SENTIMENT

NET: Positive (Hopeful, Optimistic, Relieved)

NET: Negative (Anxious, Worried, Nervous)

75%

25%

BIBBY FINANCIAL SERVICES  SMES: UNLOCKING THE ROAD TO RECOVERY 12



FURTHER SUPPORT FOR SMES    
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RESEARCH FINDINGS

Findings show that almost half (47%) say they require additional funding in 2021 as they start to look to future growth. 
Such funding will be vital in enabling businesses to replenish stock levels, ramp up recruitment to fulfil demand, bring back 
furloughed colleagues, and to invest.  

SMEs indicate they require further support and guidance in the form of business advice, international trade and recovering moneys owed, and the 
private sector is well placed to offer this support. In his Spring Budget, Chancellor Rishi Sunak extended furlough to September and committed £5bn 
to saving the high street. Broadly, such measures have been welcomed by UK SMEs with three quarters suggesting they will take advantage of one or 
more of the measures over the coming months, with the extensions of VAT reduction, Job Retention Scheme and business rates holidays seen as the 
most beneficial measures. 

SME EXPECTATIONS FOR FINANCING REQUIRED IN 2021 (SECTOR AND TURNOVER)

SAY THEY REQUIRE 
ADDITIONAL 

FUNDING IN 2021 
AS THEY START TO 
LOOK TO FUTURE 

GROWTH

47%
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RESEARCH FINDINGS

SME VIEWS ON BENEFICIAL SPRING BUDGET MEASURES (SECTOR)

KEY SUPPORT AREAS FOR SMES (SECTOR)     
 

Total Wholesale Manufacturing Construction Services Transport

Business advice 20% 16% 18% 19% 25% 22%

Support with international trade 20% 28% 39% 6% 14% 16%

Help recovering moneys owed 16% 13% 17% 14% 18% 18%

Logistics support 15% 16% 24% 11% 6% 17%

Help with contract negotiation 9% 8% 7% 13% 9% 8%

Help with foreign exchange 7% 10% 13% 2% 3% 7%

Don’t know 5% 4% 3% 10% 7% 3%

No support needed 44% 41% 34% 52% 43% 48%

VAT reduction Extension 
of the Job 
Retention 
Scheme to 
September 

Business 
rates holiday 

extension

Help to Grow 
Scheme

Recovery 
Loan Scheme

Restart Grants Self-Employed 
Support 
Scheme 

extension

Super 
deduction

Infrastructure 
bank

None of the 
above will 
benefit my 
business
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ABOUT THE RESEARCH
This study is based on a poll of 500 UK SME owners and decision makers across the 
manufacturing, construction, wholesale, transport and services sectors. 

Research was conducted by independent specialists, Critical Research and fieldwork 
took place between 9 March and 1 April 2021. Respondent businesses had an average 
annual turnover of £1.8m.

ABOUT BIBBY FINANCIAL SERVICES
Bibby Financial Services (BFS) is a leading independent financial services partner to 
over 9,000 businesses worldwide. We provide specialist and adaptable trade, asset and 
working capital finance, and FX services, helping businesses to grow in domestic and 
international markets.

Formed in 1982, BFS is part of the Bibby Line Group (BLG), a diverse and forward-
looking family business delivering personal, responsive and flexible customer solutions 
for over 200 years.

In 2020 BFS was awarded a place in The Sunday Times 100 Best Companies to 
Work For, ranking 72nd in the most recent poll. This was its ninth time in the top 100 
companies since 2011.

To find out more about Bibby Financial Services, visit:  
www.bibbyfinancialservices.com

 
CONTACT
SEAN CASEY   
Head of External Corporate Communications  
Bibby Financial Services 
sean.casey@bibbyfinancialservices.com  

TRACEY COTTERILL   
Global Head of Insight  
Bibby Financial Services 
tracey.cotterill@bibbyfinancialservices.com 

Connect with us on:

bibbyfinancialservices.com0808 2310 865

as at May 2021

http://www.bibbyfinancialservices.com
http://www.bibbyfinancialservices.com
https://twitter.com/bibbyfinanceuk
https://www.linkedin.com/company/bibbyfinancialservices
https://www.instagram.com/bibbyfinancialservicesuk/
https://www.facebook.com/bibbyfinanceUK/

