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The National Business Survey

National Report — November 2009 Results
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Executive Summary (1)

NBS results from November 2009 demonstrate the continued challenging conditions faced by
businesses in England and Northern Ireland - 47% reported declining business performance in the
past 12 months.

However, the NBS provides strong evidence that market conditions are stabilising and there has been
a slight overall improvement in businesses performance compared to June 2009.

— A greater proportion of businesses reported improved in performance in November compared to the previous
wave — 20% in November 2009 compared to 16% in June (17% and 11% respectively in Northern Ireland).

— Fewer businesses reported deteriorating performance compared to June 2009, a sign that a stronger operating
environment and more favourable demand conditions is beginning to positively impact on business.

Certain regions and sectors are experiencing a faster upturn in business performance than others:

— Business performance for hotels/catering and construction is improving at a faster rate compared to other
business sectors, although these sectors experienced the sharpest deterioration in performance in June 2009.

— Firms within the North East, Yorkshire, West Midlands and London reported significantly improved
performance, while the South West is the strongest performer overall.

— Larger businesses (50+ employees) continue to perform better than smaller business with nearly a third (30%)
of these businesses reporting improved business performance in the last 12 months. However the proportion
Sf 50+ firms reporting improved performance in November actually decreased by 5 % points compared to
une.

The improved business performance is reflected in the increase of orders, output, profit margins and
cash-flow, although these metrics are yet to reach the levels of a year ago.

— Firms in the construction and hotels/catering sector have experienced the greatest improvement in orders.
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Executive Summary (2)

= Reflecting better business performance, firms are also more positive about the future business
climate:

— Organisations in the South East are the most optimistic overall and also reported the biggest change in the
proprtion of business expecting the climate to improve — up 10 % points compared to June 2009.

— Manufacturing firms are the most optimistic, driven by improving demand and better exchange rates.
Expectations in terms of domestic orders have improved across all sectors. Significantly, domestic demand
expectations have strongly improved among manufacturing sector firms

= However, the recession has clearly weakened the ability of firms to cope with a further downturn.
Indeed, it is of concern that nearly a third of businesses (32%) feel that they are not well placed to
weather any further downturn in economic conditions:

— The proportion of 50+ employee firms stating they are not at all well placed to weather a further downturn has
increased strongly since June.

= The continued tough business environment is reflected in the high level of price competition and there
is little sign that this has eased for businesses between June and November 2009:

— Nearly three quarters of businesses (72%) who reported a deterioration in their business performance also
reported a higher level of price competition in their market, indicating that many businesses are struggling to
win new business and retain their customers

— Incidence of delayed payments from customers has declined a little in manufacturing firms compared to June -
encouragingly, payments across the supply chain may be becoming a little more streamlined in certain sectors

= Motivated by weak demand, businesses are branching out and actively pursuing new markets:

— Firms have continued to reduce the number of staff. However, unemployment growth looks set to slow further,
with fewer businesses expecting to reduce staff in the next 12 months
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Executive Summary (3)

= Businesses are still cautious over increasing capital investment levels, unsurprising given the
challenging current conditions but the general trend is upward.

= While it is unclear if this will be used to actively fund expansion or as a lifeline to allow the business to
keep trading, the NBS shows that demand for finance is actually increasing - a fifth of firms will
need to raise new sources or renegotiating existing finance or credit in the next 12 months:

— There is a clear link between those businesses that have had to raise new sources of credit and the level of
concern they feel about the future operating environment

— Smaller firms have reported that credit lending conditions have worsened, leading to huge challenges.
Significantly higher proportions of 1-9 employee firms reported problems in accessing finance or credit
compared to June. Conversely, it is getting better for larger firms — fewer, 50+ firms reported problems
accessing finance or credit over the same period

= Businesses continue to take active steps to reduce their CO, emissions - the adoption of these measures is
clearly having an impact on the bottom line
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Background and objectives

= This report is based on findings from the National Business Survey (NBS),
November 2009, conducted by Ipsos MORI on behalf of the Regional
Development Agency Network and Invest Northern Ireland.

= The National Business Survey is one of the largest and most statistically
robust of its kind carried out in England and Northern Ireland with over 5,300
companies responding from all sectors of the economy. Respondents are
senior business leaders within their organisation.

= The survey is carried out twice a year (spring and autumn) with the latest
findings covering opinion for the months October — December 2009. The
survey asks a variety of questions ranging from business optimism to orders
and output, skills issues, cost pressures and environmental performance.

= The survey builds on the findings and work of the survey carried out in June
2008, November 2008, June 2009 and of the previously titled “UK Survey of
Regional Economic Trends”, which ran over nine consecutive waves, from
spring 2003.
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Methodology

Ipsos MORI

The methodology and questionnaire remain largely unchanged to ensure
consistency of approach between survey waves and data.

The National Business Survey uses a postal methodology, with the option of
completing the survey online for those who find this more convenient.

An initial mail-out was sent out to a randomly selected, representative sample
of businesses and organisations across the country. Following this email
reminders were sent to all organisations with email contact details.

Fieldwork was conducted between October and December 2009 and the final
achieved sample size was 5,313. The table on the next slide shows how
responses were broken down by each region.

Data have been weighted by size (employee numbers), region and sector, to
reflect the national profile.



Sampling

= Sample Size Sample Size Sample Size Sample Size
egion
- November 2009 June 2009 November 2008 June 2008

Yorkshire and Humber 1,215 1,144
West Midlands 432 616 327 319
South West 437 558 425 454
South East 683 957 569 657
North West 438 620 538 357
North East 351 431 343 307
London 420 552 505 414
East Midlands 805 938 738 735
East of England 449 529 380 410
England 4,940 6,416 4,668 4,797
Northern Ireland 373 411 335 438
Lg:tﬁ'ejrﬁ:gl'::g)a“d 5,313 6,827 5,003 5,235
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Publication of data and acknowledgements

= Publication of the Data

— As with all our studies, these findings are subject to our standard Terms
& Conditions of Contract. Any press release or publication of the findings
of this survey requires the advance approval of [psos MORI. This would
only be refused on the grounds of inaccuracy or misrepresentation of the
findings.

= Acknowledgements

— We would like to place on record our thanks for the input and support
provided during the study from Victoria Gell, Bethan Sheridan-Jones,
and Patrick Bowes at Yorkshire Forward, as well as lan Kay at the Office
for National Statistics. We would also like to thank all businesses who
took the time to take part in the survey.
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Findings from the National Business Survey

November 2009
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Section 1

Headline Business Performance
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While business performance has improved from the low of June 2009,

many firms across England are feeling the effects of the recession

Q Would you say that overall, your business performance in the past 12
months has improved, remained stable or deteriorated?

® Improve ®m Remain stable m Deteriorate

June 2009 (6,375)

November 2009 (4,891) 20%

A greater proportion of businesses reported improved performance in November compared to the previous wave —
20% in November 2009 compared to 16% in June (17% and 11% respectively in Northern Ireland). Fewer businesses
also reported deteriorating performance compared to June 2009, a sign that a stronger operating environment and
more favourable demand conditions is beginning to positively impact on business.
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Businesses in most regions have seen an improvement in business performance,

compared to the previous wave - however there are still challenges to face with
between 40% and 50% of business in most regions citing a deterioration

Q Would you say that overall, your business performance in the past 12 months has

improved, remained stable or deteriorated? %improve:

B Improved ® Remained Stable ® Deteriorated diff ;8 (;JS;Jne

(435) 24% 37% 2%
(347) 23% 44% 7%
Yorkshire (922) 22% 46% +7%
West Midlands (424) 21% 51% 7%
South East (675) 20% 49% +3%

(443)

(432)

(796)

(417)

South West (435
North East (347

East of England (443 20% 47% 0%
North West (432 19% 45% +3%
East Midlands (796 19% 46% +5%
London (417 +7%
Northern Ireland (369) +6%

Firms within the North East, Yorkshire, West Midlands and London reported significantly improved performance
compared to June 2009. South West region is the strongest performer overall with the lowest proportion of firms
(37%) reporting that performance had deteriorated. While business performance has been stronger compared to
June 2009, firms in Northern Ireland and London are the least likely to state that performance has improved
compared to other regions.
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All sectors, apart from transport, reported higher proportions of firms

experiencing improved business performance compared to June 2009

Q Would you say that overall, your business performance in the past 12

months has improved, remained stable or deteriorated? %improve:
= Improved ® Remained Stable m Deteriorated diff ztg OJ;ne

Public/personal services (513) +3%
Primary (80°) +7%

Manufacturing (767) +4%
Financial/Business Services (1566) +5%
Retail and Distribution (1089) +3%

/" The number of firms in the hotels/catering industry reporting improved performance increased by 8 % points in June I
compared to November — the strongest increase of all the sectors. While conditions are still challenging for the
construction sector, business performance has clearly improved over the last 6 months - 54% of construction firms
reported a deterioration in business performance in November compared to 67% in June. The transport sector
continues to struggle - while there are greater numbers now reporting stable business performance, slightly fewer
reported improved performance compared to June 2009

ORI
AV 4 \N |
Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100) @
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Better economic conditions are having a positive impact on small firm performance.
While 1-9 employee firms are more likely to report deteriorating performance overall,

a slightly higher number also reported improved performance compared to June 2009 .

Q Would you say that overall, your business performance in the past 12
months has improved, remained stable or deteriorated?

B |[mproved ® Remained stable m Deteriorated d/ﬁlfggggr?e
1-9 (3,609) +5%
10-49 (1,017) +2%
50+ (260) -5%

4 Larger businesses (those with 50+ employees) continue to perform better than smaller business with nearly a third I
(30%) of businesses reporting improved business performance in the last 12 months. However, the full impacts of the
recession are still filtering through to larger firms - the proportion reporting improved performance in November
actually decreased by 5 % points compared to June. A fifth of smaller businesses (20% with 1-9 employees) saw an
improved business performance, a 5 % point increase on June 2009. Smaller firms are clearly more sensitive to
\_ changing economic conditions, falling harder in the downturn but conversely experiencing quicker recovery. -
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Reflecting an overall stabilising of business performance over the last 12 months,

firms of all sizes now feel slightly more positive about the business climate for the
next 12 months compared to June 2009

Q Over the next 12 months do you expect the business climate in which your
business operates to generally improve, remain stable, or deteriorate?

B [mprove B Remain stable ® Deteriorate

Businesses are clearly feeling more optimistic with 29% of firms in England (26% in Northern Ireland) expecting the
business climate to improve over the next 12 months, while fewer - only a quarter of businesses - expect to see a
deterioration. There are no significant differences in overall optimism by business size.
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Businesses in the South East, London and Yorkshire are the most

optimistic about the future

Q Over the next 12 months do you expect the business climate in which your

business operates to generally improve, remain stable, or deteriorate? Jamprove:
B Improve ® Remain Stable ® Deteriorate 2009
South East (671) +10%
London (411) 7%
Yorkshire (911) +9%
South West (434) +3%
West Midlands (420) +4%
North West (433) +5%
East of England (441) +2%
Northern Ireland (368) +8%
North East (344) +6%
East Midlands (790) +6%

Organisations in the South East are the most optimistic overall and also reported the biggest change in the proprtion
of business expecting the climate to improve — up 10 % points compared to June 2009. Firms in the East of England
and the South West reported the lowest increase in the proportion who expected conditions to improve compared to

June. Interestingly these regions had the highest level of optimism in the June wave of the NBS.
Ipsos MORI @

Base: All businesses in England and Northern Ireland answering (shown in brackets)




Businesses in the manufacturing sector are the most optimistic about the future

business climate, perhaps driven by improving demand and a favourable exchange
rate position. While the hotels/catering sector is now the most pessimistic sector

Q Over the next 12 months do you expect the business climate in which your

business operates to generally improve, remain stable, or deteriorate? %improve:
® [mprove ® Remain Stable m Deteriorate diff 58 6’;%

Financial/Business Services (1,559) +8%
Transport/storage/comms (207) +13%

Public/personal services (515) [ B 2 2 ++ 7

Retail and Distribution (1,078) [IEEE I A 57

Construction (304) | NEZSZ SN I S "7

rrimary (81" [IIREZ N I 7

Hotels/catering (235) IS NG I

The manufacturing sector is the most optimistic about the upcoming year with 37% of businesses expecting a
improvement in the business climate — an increase of 14% points from June 2009. The hotels/catering sector is
slightly more pessimistic than in June with a net improvement score of -17% - compared to -12% in June 2009. While
transport firms have struggled in their business performance over the last six months relative to other sectors, their
expectations for the business climate is one of the most positive

[psos VORI _ . . . . 3
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The CBI Quarterly Industrial Trends Survey shows a similar trend to the NBS

— business confidence improved in January 2009, and is now showing a
positive balance

Balance is a percentage difference between negative and positive responses

Source: CBI Quarterly Industry Trends Survey (UK)
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The findings of the BCC Quarterly Economic Survey are consistent with the trends in the

November wave of the NBS - confidence in turnover and profitability in manufacturing firms
is increasing at a faster rate compared to many parts of the services sector

Confidence, by turnover and profitability, within manufacturing and servicing sectors
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Many businesses have been stretched to their limits and are

increasingly worried about the effects of any further downturn

Q How well placed is your business to weather any downturn in economic conditions

over the next 12 months?
. Not
Very Fairly | Not very
at aII
well well well

| Very well placed H Falrly well placed Public/personal Segljlcée 129, 56% 259, 5%
B Not very well placed ® Not at all well placed (518)
= N/A Manufacturing (790) | 11% 63% 20% 6%

Financial/Business

Sorioe (100 | 11% | 60% 21% | 7%
June 2009 : 59% 2% : o
Retail and D'Str(':"g'?%r; 9% | 58% 21% | 10%

Primary (82*) | 8% 66% 18% 5%
November W% 2o o Construction (392) | 7% 53% 29% 10%
o o o (o}
2009 Transport/storage/comms 29 64% 219 8%
(207)
Hotels/catering (244) | 6% 43% 37% 14%

It is a concern that nearly a third of businesses (32%) feel that they are not well placed to weather any further downturn
in economic conditions — this is significantly more than the quarter of businesses (26%) who reported this in June 2009
(28% and 30% in Northern Ireland). All sectors report increasing numbers of firms stating they are not well placed
compared to June 2009, but firms in the hotels/catering sector are the most vulnerable overall - 51% of these firms are
AD: not well placed to weather any downturn up from 39% in June

Base: All businesses in England answering (4,874) *Caution: small base size (<100)




Across all regions, businesses are feeling increasingly concerned about how they will

cope with any further downturn compared to June - of all regions, firms in the South
West feel the most resilient to any further deterioration in conditions

Q How well placed is your business to weather any downturn in economic
conditions over the next 12 months?

® Very well placed = Fairly well placed ® Not very well placed ® Not at all well placed ® N/A

South West (431
North East (346) IEEAZ MR A 7 N A 1%
East of England (444) IEPAZ3 R A I i N e oo
Yorkshire (908) I FE A I N A 1 %
South East (678) KIS A SN A1 %
North West (432) IERZAN N A P 7N T2 1 %
London (410) IERZAIRE A 7 N KA R %
West Midlands (428) IR R A 7 A 1%
East Midlands (797) [ A N N A R %%
Northern Ireland (366) [GZ R A I N A e

N’ S’ SN SN S S S S S S
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Smaller firms still feel least well placed should there be a further downturn in economic
conditions. However the proportion of 50+ employee firms stating they are not at all well

placed has increased strongly since June. This indicates that some larger firms have been
significantly weakened by the downturn over the last six months and are now at risk

Q How well placed is your business to weather any downturn in economic
conditions over the next 12 months?

m Very well placed = Fairly well placed  ® Not very well placed  ® Not at all well placed = N/A

1-9 (3,589) [CiA 25% | 8%|ikA

10-49 (1,019) WAL

Overall, firms with 50+ employees are more likely to feel they are well placed to weather any further downturn - 81%,

compared to the national average of 67%. However, the risk of failure has increased for a significant number of firms

in this size band compared to June. In November, 8% of 50 + firms stated they that they are not at all well placed to

weather a downturn — compared to just 1% in June. Small businesses are continuing to struggle with a third reporting
that they are not well placed to cope with a downturn

Ipsos MORI
Base:%\?l%usinesses in England answering (shown in brackets) @



The Index of Business Confidence has increased from 45.3 in June 2009 to

50.25 in November 2009 - almost to the same level as in June 2008

Index of Business Confidence — (National Index 50.25)

South West 53.1

(447/420/549/403) d 5

2.8
South East 53.0
(653/558/944/624)

London
(409/502/542/377) i 52.0

YOrkShire e —————— D |
) ———————————————— 5

(1,133/827/1,199/856 - "YW

4

® June 2008
B November 2008

West Midlands A ® June 2009

(316/318/607/390) 511

East Midlands 52.4 = November 2009
(732/729/929/739) 49.0
52.9

North East s A4

B O e e 0 Do 7
(407/368/525/405) 4!7%
51.1
372

North West
(354/529/615/390)
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The public sector remains the most confident with an index of 54.2,

compared to the most negative sector, construction (40.6)

Index of Business Confidence — (National Index 50.25)

Public/personal services (564/546/690/500)

Financial/Business Services
(1484/1321/2026/1523)

Primary/ manufacturing (725/661/976/886) = June 2008
51.4

S 47 .4 " November 2008

Retail and Distribution (1082/978/1474/1061) e ——— 1 2 = June 2009
———————— 10

= November 2009
9.5

I —— 4

Transport/storage/comms (200/230/312/206)
Hotels/catering (309/266/367/249)

Construction (392/360/490/405)
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Section 2

Performance and outlook across key business
metrics
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The NBS provides more evidence of improving performance, following the financial

crisis, with more businesses stating orders, output, profit margins and cash-flow
are higher compared to June

Q Excluding seasonal variations, what has been the trend during the past 12
months with regard fto...

% higher = Jun 2008 = Nov 2008 = Jun 2009 = Nov 2009
41% 41%
30% 1% 31%
24% "
° 3%
9% . ° 20% 50%
JGA 7/° 6% 4% 14°
o 4% 14%
9% 971% 2/° 1% 11%
Ml s=sn i I |I|
Domestic Export Numbers  Volume of Prices Staff costs Profit Cash in the
Orders Orders Employed output charged to margins business
customers (cash flow)

The improved business performance cited by businesses is reflected in the increase of orders, output, profit margins
and cash-flow, although these metrics are yet to reach the levels of a year ago. The supply chain is still benefiting as
fewer businesses reported charging higher prices to customers in November 2009 (20%, 17% in Northern Ireland)
than in June 2009 (22%, 19% in Northern Ireland)

Ipsos MORI @
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Domestic order figures have improved slightly across all sectors. However, these

data show that conditions remain very tough and firms have experienced only a
slight improvement in demand compared to June

Q Excluding seasonal variations, what has been the trend during the past 12
months with regard to... Domestic orders

% net higher
m Jun 2009 = Nov 2009

Transport / Financialand  Public /

Retail and Hotels / storage / Business personal
Primary Manufacturing Construction Distribution  catering comms Services services
-12% . 4(,/-12@
-18%
DRO,
26% p -27% 1299
0 ~32%
o, ~39% -36%
-40°38% -38% -40%
-46%

-49%

While demand conditions clearly remain very challenging the balance of firms reporting higher domestic order levels

vs. those that reported lower orders has improved slightly across all sectors between June 2009 and November 2009.

Firms in the primary, construction and hotels/catering sector have improved most of all with an increase in net higher
scores of 14%, 11% and 9% points respectively.

Ipsos MORI @
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In November, most regions had an increased number of business reporting higher

domestic orders compared to June. London and the West Midlands had the biggest
increase in firms reporting higher orders compared to June

Q Excluding seasonal variations, what has been the trend during the past 12
months with regard to... Domestic orders

Y%improve: diff

® Higher ® Same ® Lower ® Not applicable to June 2009

West Midlands (412) +7%

North East (335) +4%

Yorkshire (870) +3%
South West (417) 2%
South East (656) 3%

London (400) +5%

East Midlands (765) 1%
North West (418) %
East of England (428) "%

Northern Ireland (353) +3%

The West Midlands region has seen the best improvement in domestic orders with 20% of businesses reporting
higher orders in November 2009 — an increase of 7% points compared to June 2009. Unsurprisingly regions that
reported stronger business performance over the last 12 months (North East and Yorkshire) were also more likely to
report the higher domestic orders.
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Results from the British Chamber of Commerce (BCC) support the trends of

the NBS, reporting a steep increase in sales although the net balance is not

yet positive

31

Sales, by home sales and orders, within manufacturing and servicing sectors

35 )
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Source: BCC Quarterly Economic Survey (UK)
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The BCC survey reports an increase in export orders and sales for Manufacturing and Services

businesses, in line with findings from the NBS. While demand conditions are tough, UK exporters

are clearly gaining a competitive advantage due to favourable exchange rates of Sterling 35

Sales, by export sales and orders, within manufacturing and servicing sectors

Export Sales - Manufacturing

-35 -
------- Export Sales - Service

45 - Export Orders - Manufacturing
------- Export Orders - Service

-55 -

Source: BCC Quarterly Economic Survey (UK)
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The BCC survey confirms that the growth rate unemployment is slowing from the

peak in Q2 2009. NBS data on numbers of employed also increased between June
and November, in-line with the BCC study

Employment in the ‘last 3 months’, within manufacturing and servicing sectors

30 7 ——— Employment in last 3 months - Manufacturing

25 4 = Employment in last 3 months - Service
20 A
154 .~
104~

Q3 02

-40 -
Source: BCC Quarterly Economic Survey (UK)
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Profit margins are still under considerable pressure - but all sectors (except the primary

sector) report a net improvement compared to June 2009. Businesses are clearly keeping
their prices low but improving demand is easing the pressure a little on profit margins.

Q Excluding seasonal variations, what has been the trend during the past 12
months with regard to... Profit margins

7o net higher = Jun 2009 = Nov 2009 Transport/  Financial / Public /
Retail and Hotels / storage / Business personal
Primary ~ Manufacturing Construction Distribution catering comms Services services
- o.A79°, - (o}
ar 559 50% -51% -52%
° -59% -58% -60°.-58%

-70%

While the balance of those reporting higher profit margins compared to those reporting lower profit margins remains
negative, there is has been at least some improvement in most sectors compared to the previous wave. The degree
of improvement differs by sector; reflecting their weak business performance over the last 12 months, firms in the
transport sector reported little improvement in profit margins compared to June. Construction sector profit margins
reported the greatest improvement overall.

Ipsos MORI @
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Businesses reported a moderate improvement across most performance

metrics for the last 12 months, and the trend looks set to continue over the
next 12 months 35

Q Excluding seasonal variations, what are the expected trends for the next 12

months with regard to...
m Jun 2008 = Nov 2008 = Jun 2009 = Nov 2009
% higher 44%

34% 35%
31%
26% oo 0% 27% [Ib7°
910 24% 24 30 290,
189 9 18% 1
° e 14z 16%° 15% 1400 T
11% 119 1%
Domestic Export Numbers  Volume of Prices Staff costs Profit Cash in the
Orders Orders Employed output charged to margins business
customers (cash flow)

There has been a significant increase in the number of businesses expecting an improvement across all metrics.
Interestingly, 27% of businesses (25% in Northern Ireland) expect prices charged to customers to be higher
(compared to 23% in June 2009, 22% in Northern Ireland). Higher prices and orders will also have a positive effective
on profit margins and cash flow. However, businesses will need to assess the level of risk associated with increasing
prices as the market is still very price sensitive following the recession.

Ipsos MORI @
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Expectations in terms of domestic orders have improved across all

sectors. Significantly, domestic demand expectations have strongly
improved among manufacturing sector firms

Q Excluding seasonal variations, what are the expected trends for the next 12
months with regard to... Domestic orders

7o Net higher = Jun 2009 = Nov 2009 Transport/  Financial / Public/
Retail and Hotels / storage/ Business personal
Primary  Manufacturing Construction Distribution catering comms Services services
16%
12% 12%

= _H-B
0% 1%
- .
B H B o

6% 5%
-9% 1% 8% -9% 0% =7

17%
-20% °

Many sectors have a positive net higher score in terms of expected domestic orders, with the manufacturing sector
being the most optimistic with a net higher score of 16%. Construction firms remain the most pessimistic in domestic
order expectations for the next 12 months — with a net higher score of -8% in November 2009, however, this
represents a strong improvement compared to June 2009.

Ipsos MORI @
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Section 3

Are market conditions improving?

Ipsos MORI




Businesses report continued price competition and pressure to reduce

prices - there is little sign that this has eased for businesses between
June and November 2009

Q As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months?

A higher level of price competition in your market

]
e i 552%2/0

More stringent controls and requirements from your [ 28%

business bank N 26%
Employees are more willing to accept salary reductions / [ 27%
pay freezes N 30% = Jun 2009
An increased level of support and assistance from your [ 8%
business bank B 7% = Nov 2009
N 12%

None D 11%

Business continue to face a high level of price competition in their market and pressure to reduce prices from their
customers with 61% and 60% of businesses reporting this respectively (63% and 59% in Northern Ireland). There has
also been a significant increase in the number of businesses reporting that employees are more willing to accept
salary reduction/pay cuts — 30% in November 2009 compared to 27% in June 2009 (32% and 26% in Northern
Ireland)

Base: All businesses in England answering (4,831)



The construction sector is continuing to feel the effects of a higher

level of price competition in their market

Q As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months? A higher level of price

% June

competition in your market 2009

Construction (393) _80% 82%

Retail and Distribution (1,066) [ NN 652 65%
Manufacturing (788) _ 65% 72%

Hotels/catering (242) _ 65% 66%
Transport/storage/comms (207) _ 65% 75%
Financial/Business Services (1,540) _ 59% 60%
Primary (80*) [N 49% 57%

Public/personal services (510) (NN 452% 46%

8 out of 10 construction companies have experienced a higher level of price competition in their market over the past 12
months — this sector is continuing to struggle despite there being a general upturn across the country. Price competition
is easing a little across several sectors — compared to June, the proportion of firms in November reporting higher price
competition in the transport and manufacturing sector declined by 10 % points and 7 % points respectively.
Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)




There is a clear relationship between price competition and business

performance. Businesses who experience price competition are also
vulnerable if there is any further downturn

Q As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months? A higher level of price
competition in your market

Business performance over the past 12 months Weathering the downturn
'm(%fg;/)ed 46% Very well placed (484) 46%

Fairly well placed

Remained
(1,508) Not very well placed
(1,046)

60%

68%
Deteriorated

(2,313) 72%

Not at all well placed

(359) 70%

Nearly three quarters of businesses (72%) who reported a deterioration in their business performance also reported a
higher level of price competition in their market, indicating that many businesses are struggling to win new business
and retain their customers. Unsurprisingly these businesses feel unsure about how they would fare should there be

any further downturn

Ipsos MORI @

Base: All businesses in England answering (shown in brackets)




While firms in the manufacturing sector are one of the most likely to have experienced delayed
payments from customers overall, incidence of late payments has declined a little compared to

June. Encouragingly, payments across the supply chain may be becoming a little more streamlined
in certain sectors 41

Q As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months? Delayed payments

% June
from your customers 2009

Construction (393) | 657% 62°:

Manufacturing (788) _ 64% 71%
Financial/Business Services (1,540) _ 60% 61%
Transport/storage/comms (207) _ 54% 57%
Retail and Distribution (1,066) [N 209 51%
Primary (60", | 4475 v

Public/personal services (510) _ 42% 42%
Hotels/catering (242) _ 25%, 19%

Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)



Delayed payments from customers also has a clear

impact on business performance and cashflows

Q As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months? Delayed payments
from your customers

Business performance over the past 12 months Cash flow in the past 12 months

Improved

o .
(967) 47% Higher (723)

42%

Remained
stable

(1,508)
Lower (2,580)

Deteriorated o

Not applicable (65)

Same (1,638) 46%

47%

60%

16%

Business who have experienced delayed payments from their customers have felt the effects with
57% of these businesses reporting a deterioration in the past 12 months. Unsurprisingly this has also
had an effect on cash flow with 60% stating that this was lower.

Ipsos MORI @

Base: All businesses in England answering (shown in brackets)



Section 4

Are businesses still taking action to combat the
downturn?

Ipsos MORI




Businesses are expanding their business development activities and pursuing new markets /

customers to drive sales. Over a third of firms reduced their staffing levels in the last 12 months
but much lower proportions expect to undertake this action in the next 12 months.

Q As a direct result of the current economic conditions, which of the following
actions has your business undertaken in the past 12 months / does your
business expect to undertake in the next 12 months?

® % Undertaken ® % Expect to undertake

Reduce the number of stafl s —"s50,

Delay payments to your suppliers

; g
Reduce the working hours of staff s 200, 30%

N 28%
I 2 1%

16%

Consolidate / reduce the number of you suppliers
Cut salaries of staff

Offer unpaid leave to staff

Close all or part of the business

Sell all or part of the business

Motivated by weak demand conditions, businesses are branching out and actively pursuing new markets / customers.
In November 2009 68% took this action in the past 12 months — an increase of 11% points compared to June 2009
(62% and 47% in Northern Ireland). Looking forward to the next 12 months three quarters of businesses (74%) expect

to undertake this action — an increase of 15% points compared to June 2009 (69% and 44% in Northern Ireland).
Ipsos MORI @

Base: All businesses in England answering (% undertaken — 4,036, % expect to undertake — 3,712)




Businesses have had to take further action in terms of reduce staff and

delaying payments in order to ride out the recession

Q As a direct result of the current economic conditions, which of the following
actions has your business undertaken in the past 12 months?

B % Undertaken Jun 2009 ® % Undertaken Nov 2009

A 57%
e

I 37%
I— 11 %

] i1 %
35%
N 24%
I 30%
N 23%

Pursue new markets / customers 68%
Reduce the number of staff
Delay payments to your suppliers

Reduce the working hours of staff

Consolidate / reduce the number of you suppliers s ———t 550/
I 13%
N 16%

Offer unpaid leave to staff =8:/‘(’)%

Close all or part of the business =67°/°Z

Sell all or part of the business =3Zé%

Cut salaries of staff

Tough conditions have driven greater numbers of businesses to take actions to streamline operations and reduce
their cost base in November 2009 compared to June 2009. A higher proportion of businesses stated they had
reduced the number of staff, delayed payments to suppliers and reduced working hours of staff compared to June
2009. Positively, as in the June 2009 wave, less businesses expect to undertake these actions in the next 12 months.

Ipsos MORI @
Base: All businesses in England answering ( Jun 2009 — 5,929, Nov 2009 — 4,036)




Firms have continued to reduce the number of staff with half of

transport/storage/comms firms doing so. However, unemployment growth looks set to
slow further, with fewer businesses expecting to reduce staff in the next 12 months

Q As a direct result of the current economic conditions, which of the following actions
has your business undertaken in the past 12 months / does your business expect to
undertake in the next 12 months? Reduce the number of staff

® % Undertaken ® % Expect to undertake
Transport/storage/comms
Construction
Manufacturing

Retail and Distribution

Hotels/catering

Financial/Business , ,., I 38%
Services (1,157) ) I 14%

Public/personal services s, ——N 25/
Primary (5. S 30

Firms in the transport/storage/comms and construction sectors are most likely to have reduced the number of staff in
the past 12 months - 51% and 48% respectively. However the next twelve months look more positive for the
workforce with only 23% of transport/storage/comms firms expecting to reduce staff and 28% in construction

Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)




Businesses are beginning to take affirmative long term action as a

result of the recession — and are feeling more positive about their future

Q) As a direct result of the current economic conditions, which of the following
actions has your business undertaken in the past 12 months?

Fairly | Not very | Not at all

Pursue new markets / customers | 76% 71% 65% 53%

Reduce the number of staff | 32% 37% 47% 60%

Consolidate / reduce the number of your suppliers | 16% 25% 33% 39%
Delay payments to your suppliers | 13% 28% 50% 65%

Reduce the working hours of staff | 19% 26% 35% 49%

Cut salaries of staff | 6% 12% 21% 28%

Offer unpaid leave to staff | 10% 9% 11% 18%

Close all or part of the business | 3% 5% 9% 19%

Sell all or part of the business 2% 2% 4% 11%

Businesses that feel very well placed to deal with a further downturn are building on their strong position and generating

real momentum in their business development efforts - 76% of those who pursued new markets / customers in the last
12 months were well placed. However, businesses who have undertaken measures such as reducing staff and delaying
payments in a bid to survive are still feeling uncertain about their ability to deal with a hardening of conditions.

ORIl
F



Section 5

Is business investment improving?

Ipsos MORI




Businesses are still cautious over increasing capital investment levels,

unsurprising given the challenging current conditions but the general
trend is upward

Q Excluding seasonal variations, what has been the trend during the past 12 months,
and what are the expected trends for the next 12 months, with regard to ... Overall
investment

Past 12 months Next 12 months

m Higher
m Same

M | ower

¥ Not applicable

40%

Just under one fifth of businesses (14% in Northern Ireland) reported a higher level of overall investment in the past
12 months, this is unsurprising given the amount of businesses that have had to make cut backs. Slightly more
businesses expect their overall investment to be higher in the next 12 months (25%, 25% in Northern Ireland).

Ipsos MORI @
Base: All businesses in England answering (Past 12 months — 4,754, Next 12 months — 4,410)



Businesses who are optimistic about the business climate over the next

12 months also expect to undertake higher levels of business investment

50

Q Over the next 12 months do you expect the business climate in which your
business operates to generally improve, remain stable, or deteriorate?

Level of investment in the next 12 months

®m Higher m Same ® Lower ® Not applicable

Nearly half of businesses in England who feel positive about the future business climate also expect their level of
investment to be higher in the next 12 months — this compares to 11% of businesses who expect the climate to
deteriorate.

Ipsos MORI @

Base: All businesses in England answering (shown in brackets)




Similar to the NBS results, the BCC survey reports improving capital investment

levels in plant & machinery across the service and manufacturing sectors.
However the balance of investment remains in negative territory.

Investments, by Plant & machinery, within manufacturing and servicing sectors

40 -

Plant & Machinery - Manufacturing

------- Plant & Machinery - Service

30 A

20 A

-

10 A

-10 1

20 1

_30 .

-40 -
Source: BCC Quarterly Economic Survey (UK)
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Greater proportions of businesses now expect to spend less on capital

investment. Investment in marketing and sales is stronger, reflecting the
drive to pursue new customers and markets

Q Excluding seasonal variations what are the expected trends for the next 12
months with regard to.....

% Net higher

® Jun 2008 = Nov 2008 = Jun 2009 ®m Nov 2009
A 24 %

Buildings

Plant and machinery

Product and process
development

Marketing and sales

Training and retraining -4% I

0%

Expected investment across most metrics has decreased — training and retraining is the only area that has a better
net higher score in November 2009 compared to June 2009. Marketing and sales remains the only metric with a
positive net score — highlighting the important of business development to improve orders and profits.

Base: All businesses in England answering

NB: Question-forprevious three waves was: Do you expect to invest more or less in the next twelve months than you invested in the —!
last twelve months on...? Respondents answered on a scale on More/Same/Less/Not Applicable



While investment in marketing has fallen across most sectors compared to

June 2009, the financial/business services and manufacturing sectors still
see it as significantly more important compared to the national average

Q Excluding seasonal variations what are the expected trends for the next 12
months with regard to ... Marketing and Sales

® Jun 2009 = Nov 2009 % Stating Higher

: sy
Primary {7, | — 1%5,)/:/"

Manutacturing () — 510
Construction {se =24% 32%
Retail and Distribution gz =26% 33%
Hotels/catering (o) E%f%
Transport/storage/comms E?gg; # 43%

Financial/Business  os:) EEG—_ R 45%
Services (1417 I 31%

. . (534
Public/personal services s | 27 %

Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)



Section 6

Access to finance and credit

Ipsos MORI




The NBS shows that demand for finance is actually increasing - a fifth of

firms will need to raise new sources or renegotiate existing finance or
credit in the next 12 months
Q As a direct result of the current economic conditions, which of the following actions
has your business undertaken in the past 12 months / does your business expect to
undertake in the next 12 months?

3 Under- Expect to Under | Expect to
o o 21% taken undertake | -taken | undertake
20% 9 19%
o o Raise new sources of Renegotiate existing
= 17% § credit finance or credit
o
E s Primary (59%) 17% 19% 39% 30%
% 2 Manufacturing (670) 17% 20% 19% 19%
% 2 Construction (329) 15% 20% 21% 23%
(@] (D)
;’ % Retail and Distribution (923) 18% 19% 24% 23%
2 '*CSD Hotels/catering (207) 22% 18% 16% 31%
(]
2 % Transport/storage/comms (175) 19% 19% 19% 23%
- = Financial/Business Services (1,257) 15% 19% 17% 20%
Overall Public/personal services (411) 15% 24% 17% 17%

B % Undertaken B % Expect to undertake

In November 2009, 17% of businesses had to raise new sources of finance or credit as a result of the current economic
conditions - an increase of 4% points since June 2009. While it is unclear if this will be used to actively fund expansion
or as a lifeline to allow the business to keep trading, demand for finance remains high. Even more expect to need to
raise new sources in the next 12 months. Worryingly, the number of firms in the hotels/catering and transport sector
which need to renegotiate existing finance or credit has increased strongly compared to June.

Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)




There is a clear link between those businesses that have had to raise new

sources of credit and the level of concern they feel about the future

operating environment

Q As a direct result of the current economic conditions, which of the following actions
has your business undertaken in the past 12 months / does your business expect to
undertake in the next 12 months? Raise new sources of finance or credit

M % Undertaken

Size of Business

10- 49

(803)
(240)
(214)

M % Expect to undertake

Weatherin the downturn
L -

347)
Very well Iaced
YHEPEE e I 3%

esco S 1%
155 N 16°%

o2 I >
7o) | 27

(328)
Not at all well placed (319)

Fairly well placed

Not very well placed

There is little difference between the size of businesses that have raised new sources of finance or credit — although
slightly lower proportions have undertaken this in the last 12 months.. However there is a clear link between
perception of the future and need to raise credit with a third of businesses (30%) who don’t feel well placed to
weather any downturn expecting to raise new sources of credit or finance.

Ipsos MORI
Base: All businesses in England answering (shown in brackets)



Lack of cash flow is a driver for businesses to seek

finance or credit

Q. As a direct result of current economic conditions, which of the following actions has
your business undertaken in the past 12 months?

Trend in the past 12 months: Cash Flow
m Higher m Same m ower ® Not applicable

Raise new sources of finance or credit TRE 71%
(663)
Renegotiate existing finance or credit L 20% 20%
(791)
Overall cash flow, past 12 months ° o ° I
(4.825) =]

[More than two thirds of businesses who raised a new source of finance or credit (71%) or renegotiated}

existing finance or credit (70%) reported lower levels of cash flow in the past 12 months.

leos MORI @

Base: All businesses in England answering (shown in brackets)



Smaller firms have reported that credit conditions have worsened, leading to huge challenges.
Significantly higher proportions of 1-9 employee firms reported problems in accessing finance or

credit compared to June. There was actually a decline in the number of larger, 50+ firms,
reporting problems accessing finance or credit over the same period

Q What problems, if any, did your business experience in accessing finance or
credit?
Size of business

® Finding affordable finance or lines of credit
® Finding organisations who were willing to lend to the business
m Satisfying the terms and conditions or potential lenders

()
200, 3% a29% % 42% 42%
37% 36%
33% 33% 33%
I I III !
Overall (1,022) 9 (695) 10-49 (262) 50+ (63*)

Base: All businesses in England answering who have raised new sources of finance or credit or renegotiated existing finance or credit !
in the past 12 month (shown in brackets) *Caution: small base size (<100) i



Lenders are clearly avoiding debt exposure on firms that will be in trouble from a

further downturn. It has actually got harder for firms who are not well placed to
weather a further downturn to access finance or credit since June 2009

Q What problems, if any, did your business experience in accessing finance or
credit?

® Finding affordable finance or lines of credit .
Weathering the downturn

® Finding organisations who were willing to lend to the business 70%
m Satisfying the terms and conditions or potential lenders
58%
°1%49% 46%
43%
40% 39%
339 35% 339, 35% -
5% 6%

I I 'I ] III I

Overall (1,022) Very well Fairly well Not very well  Not at all well
placed (55%) placed (532) placed (319) placed (113)

Base: All businesses in England answering who have raised new sources of finance or credit or renegotiated existing finance or credit !
in the past 12 month (shown in brackets) *Caution: small base size (<100)



Hotels/catering and transport/storage/comms sectors found it most

difficult to access affordable lines of finance or credit

Q What problems, if any, did your business experience in accessing finance or
credit? Finding affordable lines of finance or lines of credit

g (54+
o8 eI (54 e 400%

I 24%
R 467

T 39%
A

T 41 %
N 44 %

T 38%
N 21 %

= Jun 2009
= Nov 2009

Transport/storage/comms (51%)
Construction (70%)
Financial/Business Services (303)
Retail and Distribution (260)

Manufacturing (170)

Public/personal services (89%)

RULUACEE —  prm 42%

In June 2009 the hotels/catering and transport/storage/comms sector were least likely to report problems finding
affordable finance or lines of credit — however this has dramatically changed in the November 2009, with these sectors
now finding it most difficult. Financial institutions are clearly avoiding lending to firms in these sectors.

Base: All businesses in England answering who have raised new sources of finance or credit or renegotiated existing finance or credit !
in the past 12 month (shown in brackets) *Caution: small base size (<100); **very small base size (<30)



Section 7

Business cost pressures

Ipsos MORI




Cost pressures continue to stabilise or decline across most categories

Q Which of the following costs have increased for your business over the past 12

months?
® Jun 2008 ® Nov 2008 ® Jun 2009 ® Nov 2009

Energy costs
Transport costs
Raw materials
Staff costs
Property costs

Cost of finance

The number of businesses who have reported an increase in raw material costs and property costs has significantly
decreased between June 2009 and November 2009. Energy costs are still rising with 78% of businesses (79% in
Northern Ireland) reporting that their energy costs increased over the past 12 months.

Ipsos MORI @
Base: All businesses in England answering (June 2008: 4,522; November 2008: 4,404; June 2009: 6,062; November 2009: 4,536)



Businesses who reported lower profit margins in the past 12 months also

saw costs increase. These firms may have also been reluctant to pass on
their increasing costs to their customers through higher prices

Q Which of the following costs have increased for your business over the past 12
months?

® % of respondents with higher profit margins B % of respondents with lower profit margins

[
ey O b 50%

A 40%

Raw materials 55%

I 5 3°
TS DO 0SS  — (3%

I 23°
Property costS p——— 20%

T 40%

Stal 0SS | 37%
I 21%

Cost of finance 399,

None of these -330%

Ipsos MORI @

Base: All businesses in England answering (Past 12 months 456, Next 12 months 728)



Energy costs are expected to see considerable upward pressure over

the next 12 months

Q Which of the following costs do you expect to increase over the next 12 months?

® Jun 2008 ® Nov2008 mJun 2009 = Nov 2009

q 85%

Energy COSIS ——— 5[] Y,

: 2 75%
Transport COStS  m—— 555/":,}

Raw materials ey 200
(o)

Staff costs

%
Cost of finance ﬁ;%,zﬁ
ﬂ 3

Property costs

. 10%

Other costs _Bﬁ’
* (<)

1%,

None of these =¥

The number of businesses expecting energy costs to increase over the next 12 months has increased significantly
from 54% in June 2009 to 68% in November 2009 (65% and 62% in Northern Ireland). This is in line with press
reports of possible gas shortages and an increase in prices.

Ipsos MORI @
Base: All businesses in England answering (June 2008: 4,420; November 2008: 4,128; June 2009: 5,388; November 2009: 4,383)



Raw materials have the greatest cost pressure overall on businesses, however this varies by
sector with the hotels/catering sector citing energy costs, the transport sector citing transport

costs and the financial/business services and public/personal services sectors citing staff costs

Q Which of the following presents the main upward cost pressure on your business at

present?

Energy costs
Raw materials
Transport costs
Staff costs
Cost of finance
Property costs
None of these

Other costs

Ipsos MORI

® Jun 2009 ® Nov 2009
e 21%
. 25%
T 30%
. 27%
e 18%
e, 21%
T 24 9%
N 26%
N 14%
N 15%

I 11%
N 12%
e 2%

B 1%

DN 9%
N 7%

Base: All businesses in England answering (June 2009: 5,354; November 2009: 4,086) E



Firms are still battling to retain customers and attract new ones and,

as such, are reluctant to pass on any increase in costs

Q Have you passed on any increased costs to your customers in the past 12 months?

® Jun 2008 ® Nov 2008
= Jun 2009 = Nov 2009 Yes, All Yes, Some

Increases Increases

Retail and Distribution 9% 53%
Manufacturing 6% 51%
Hotels/catering 6% 43%
Transport/storage/comms 7% 41%
Construction 5% 39%
Public/personal services 3% 39%
Financial/Business Services 3% 30%
Primary 1% 39%

Businesses are becoming more and more reluctant to pass increased costs onto customers — 54% experienced an
increase in costs but did not pass any increase on (49% in Northern Ireland). Looking at the data by sector, the retalil
and distribution and manufacturing sectors were significantly more likely to have passed on costs to their customers

Ipsos MORI @
Base: All businesses in England answering (June 2008: 4,743; November 2008: 4,622; June 2009 6,315; November 2009: 4,807)



There is a clear link between a firm’s profitability and whether they have

passed on additional costs to customers

Q. Have you passed on any increased costs to your customers in the past 12 months?

Trend in the past 12 months: Profit Margins

m Higher m Same m ower ® Not applicable

No - costs increased but did not pass on % o o o

[ Nearly a third of businesses (30%) who passed on all their costs increased reported higher profit margins in the past }

1%

12 months — this compares to just 7% of businesses who saw their costs increase, but did not pass them onto the
customer

lasos MORI @

Base: All businesses in England answering (shown in brackets)



Section 8

Business strategies

Ipsos MORI




While the number of businesses who have a formal business growth plan has

increased slightly compared to previous waves - less than two fifths of
businesses have one

Q Does your company have a formal business growth plan?

= Jun 2008 ® Nov 2008
® Jun 2009 ® Nov 2009 Yes
| 33% | : : ° o o
Yes Public/personal services 49% 48% 4%
Manufacturing 42% 56% 1%
Financial/Business Services | 40% 59% 1%
No Transport/storage/comms 38% 60% 3%
Retail and Distribution 36% | 62% 3%
Don't i o Hotels/catering 34% | 62% 4%
know | 2% Primary 31% 66% 3%
2% Construction 22% 77% 1%

The minority of businesses report having a business growth plan and this varies significantly by sector. Firms in the
public/personal services sector are most likely to have a business plan (49%), while only a fifth of construction firms
(22%) have one. Larger businesses (10-49 and 50+ employees) are significantly more likely to have a business plan.

Ipsos MORI @
Base: All businesses in England answering (June 2008: 4,704; November 2008: 4,614; June 2009: 6,332; November 2009: 4,819)



Having a business plan is clearly linked to good business performance and

being well placed for the future

Q Does your company have a formal business growth plan?

Business performance over the past 12 months Weathering the downturn

Very weII
(974) 52% 47% P
Fairly well
Remained (2,851)
stable
(1,517) Not very
well placed 31% 65%
(1,030)
Deteriorated 309 65% Not at all
(360)

® Yes ® No = Don't know ® Yes ® No = Don't know

Businesses who have a formal business growth plan have seen their business performance improve over the past 12
months — 52% compared to 32% who saw their business performance deteriorate. These businesses are clearly
better prepared for the future with more than half (51%) stating that they are very well placed to weather any downturn

Ipsos MORI @

Base: All businesses in England answering (shown in brackets)




Product and process innovation has remained stable

Q Has your business introduced a new product or process innovation in the
past 12 months?

November 2009 June 2009

B New product innovation

E New process innovation

® Yes

B No, neither

® Don’t know

The number of businesses introducing a new product or process innovation has remained stable between June 2009
and November 2009. Larger businesses are more likely to have introduced a new innovation - 53% of businesses
with 50+ employees compared to only 36% of businesses with 1-9 employees.

Ipsos MORI @
Base: All businesses in England answering (June 2009: 5,846; November 2009: 3,723)




Firms in the manufacturing sector are most likely to introduce new product innovations

overall, followed by the retail and distribution sector. The level of innovation in the transport
sector has declined compared to June, perhaps impaired by the challenging credit conditions

Q Has your business introduced a new product or process innovation in the past 12
months?

® Yes - new product innovation = Yes - new process innovation

e 40
I 8% 0%
8"/_ 36%
_ o

—— 327
I 1%

e 31%
I 12%

I 25%
B 2%

25%
E— 12%
Primary (67 —12%

Construction (329) e 6%

Manufacturing (574)

Retail and Distribution (835)
Public/personal services (395)
Transport/storage/comms (174)
Hotels/catering (176)

Financial/Business Services (1171)
20%

18%

Ipsos MORI @

Base: All businesses in England answering (shown in brackets) *Caution: small base size (<100)

72



Introducing a new innovation has an impact on business performance, although the

link is not a strong as the previous wave of the NBS. Clearly the impact of the

downturn is impairing business performance even among the more innovative firms

Q Has your business introduced a new product or process innovation in the past 12
months?

® Yes - new product innovation ™ Yes - new process innovation
® No, neither ® Don't know
% Yes

Improved (707) 47

Remained stable °
10 4l
(1,188) H »
Deteriorated ° - o !
(1,786) H ”

The introduction of a new product or process innovation has clearly had an effect on improved business performance.
Of those businesses who saw an improvement in their performance nearly half (47%) had introduced a new
innovation — this compares to a third (36%) of businesses who'’s performance deteriorated

Business performance in the
past 12 months

Ipsos MORI @

Base: All businesses in England answering (shown in brackets)



Most businesses in England utilise information technologies in their

production processes

Q Does your business use any of the following technologies in your production
process? Does your business sell products within any of the following

technologies? ® Use (2,446) m Sell (1,089)

Information tehnologies inc. electronic and 81%

communication technologies

29%

Engineering and materials technolgies
36%

23%

Environmental, low carbon or sustainable technologies
29%

B

9%

Biology, or life sciences technologies

The majority of businesses in England use information technologies (81%, 78% in Northern Ireland)
with more than half (55%) selling this technology (35% in Northern Ireland)

Base: All businesses in England answering (shown in brackets);
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The hotels/catering and financial/business sector are most likely to use

information technologies, while the manufacturing and construction
sectors are most likely to use engineering and materials technologies

Q Does your business use any of the following technologies in your production
process?

Information Engineering and ETgngTbeonr:al’ Biology or
technologies materials custainable life sciences
technologies . technologies
technologies
Primary (37%) 74% 38% 28% 17%
Manufacturing (477) 61% 67% 18% 3%
Construction (160) 48% 59% 49% 2%
Distribution (397) 68% 41% 23% 5%
Hotels/catering (52%) 93% 9% 36% -
Transport/storage/comms (114) 88% 22% 23% -
Financial/business services (956) 91% 17% 16% 2%
Public/personal services (250) 87% 20% 25% 8%
91% of financial/business services companies use information technologies, while 67% of
manufacturing firms use engineering and materials technologies.

Base: All businesses in England answering (shown in brackets); Caution: small base size (<100)
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Businesses are increasingly taking steps to reduce their CO, emissions with half of

businesses doing so. The adoption of these measures is clearly having an impact on
the bottom line

Q Have you taken any steps to reduce the CO, emissions of your business?

H Yes H No ® Don't know ® Not applicable
PP Transport/storage/ comms 619% 389% 1o

(205)
lez:asgg;) ° ﬂ Hotels/catering (244) 55% 339, 129%
November I(:’suO I%Ii)c/personal services 549 41% 6%
(2,05%86) H Construction (388) 50% 45% 59,
June 2009 Manufacturing (781) 48% 46% 6%
(6,295) ‘ (Ij?éeéils)elnd Distribution 48% 43% 99,
NO\zlgglgber % Zi?;:;:)ial/Business Services 479, 499 4o
(4,824)

Primary (80%) 46% 44% 9%

Half of all business have taken steps to reduce their CO, emissions in November 2009 (52% in Northern Ireland) —
significantly more than in June 2009. Across sectors the transport/storage/comms sectors are most likely to have
taken steps to reduce their CO, — this is unsurprising given the media attention on road and air travel and the
reduction of carbon footprint.
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Larger firms are still leading the way for undertaking measures to

reduce CO,. Smaller organisations are much less likely to be actively
reducing CO, emissions.

Q Have you taken any steps to reduce the CO, emissions of your business?

® Yes m No ® Don't know

1-9 (3,549)

10-49 (1,011)

50+ (259)
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Similar proportions of businesses are undertaking actions to

improve environmental performance compared to a year ago

Q Have you undertaken any of the following actions to improve your environmental

performance?
® Nov 2008 = Nov 2009
- - . 78°
Adopting a recycling scheme . 670,
: - I 5 1%
Adopting an energy saving scheme I 47%

- At I 47 %
Adopting a waste minimisation scheme I 43%

Introduction/purchasing environmentallyfriendly | 427

products N 41%
| | I 30%
Adopting a water saving scheme I 24%
Accessing consultancy or advice __1 ;oi%
Accessing external support grants -91/: 7
B 10%

Achieving formal environmental accreditation B 8%

The majority of businesses adopted a recycling scheme in the last year (76%, 61% on Northern Ireland).
Construction firms are less likely to have adopted a recycling scheme. Significantly less businesses undertook
an energy saving scheme or a waste minimisation scheme in November 2009 compared to November 2008.
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More businesses expect to adopt a recycling scheme in the next 12

months now, compared to November 2008

Q Do you plan to undertake any of the following actions to improve your environmental
performance?

= Nov 2008 = Nov 2009
: : I 44 %
AdOpting AN ENeTgY SaVINg S e e I 46%

I 33%
. 45%

— 11%
I — 38%

I 35 %
N, 3770

I 41%
N 29%

I 33%
N 25%

I 35%
I 22%

I, 32%o
I 18%

Adopting a recycling scheme

Introduction/purchasing environmentally friendly
products

Adopting a waste minimisation scheme
Accessing external support grants
Adopting a water saving scheme
Accessing consultancy or advice

Achieving formal environmental accreditation

Almost half of all businesses intend to adopt an energy saving scheme (46%, 47% in Northern Ireland ) and a
recycling scheme (45%, 42% in Northern Ireland).
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Section 9

Business collaboration and support
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Knowledge of Business Link remains constant. Around a third

of businesses have used the service in the past 12 months

Q Have you heard of Business Link? Q Have you used Business Link in the past
twelve months*?

NOVQ(TE’S;;?OOB November 2008 (3,528) 56% %

(4,862)

Q Do you plan to use Business Link in the next 12 months?

® Yes m No ®m Don't know / Not applicable
November 2009 (4,240) WA&Z 43% 30%

[Knowledge of Business Link in November 2009 remains at a similar level to June 2009. NBS data shows that business who use Business}

Link are likely to perform better — 35% of businesses who said their performance improved over the last 12 months used Business Link
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Base: All businesses in England answering (shown in brackets) *Question wording different (no time scale set in previous waves)



Public/personal services and manufacturing firms are most

likely to use Business Link in the future

Q) Have you heard of Business Link? / Have you used Business Link in the last
12 months? / Do you plan to use Business Link in the next 12 months?

Heard of Used Business Plan to use
Business Link Link Business Link

Primary 96% 28% 19%
Manufacturing 95% 35% 34%
Construction 77% 25% 23%
Retail and Distribution 88% 27% 22%
Hotels/catering 79% 25% 27%
Transport/storage/comms 90% 33% 23%
Financial/business services 92% 29% 27%
Public/personal services 88% 37% 30%

The construction and hotels/catering sectors are least aware of Business Link — indicating that more
could be done in these sectors to raise awareness. Usage is highest among firms in the
public/personal services and manufacturing sectors

Base: All businesses in England answering
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A quarter of businesses think of themselves as a social

enterprise
Q Do you think of your business as a social enterprise?

Primary (79%)

Yes

Manufacturing (760)

Construction (375)

Retail and Distribution
(1,012)

Hotels/catering (219)

Transport/storage/comms - o
(203) 18%
Financial/Business o
Services (1,528) - 13%

No Public/personal services _ o
(501) 52%

More than half of business (52%) in the public/personal services sectors regard themselves as a social
enterprise. Around a third in the hotels/catering (34%) and primary (31%) sectors class themselves as such,
while only 13% construction and financial/business services firms think of themselves in that way
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Section 10

Human resources and training
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Despite an increase of businesses reporting an improvement in

business performance, the majority are still working below capacity _

Q Is your present level of output below capacity (i.e. are you working below a
full rate of operation)?

TS
B Yes E No

Hotels and catering (245) 76

June 2008 (4,657) Manufacturing (788) 75
Retail and distribution (1,043) 73

November 2008 (4,566) Transport/ storage/ comms (206) 72
June 2009 (6,255) Construction (392) 71
November 2009 (4,799) Financial/Business Services (1,540) 69
Public/ personal services (497) 61

Primary (83%) 57

In November 2009 the majority of businesses (69%, 65% in Northern Ireland) reported that they were
working below capacity — a similar level to June 2009. The hotels/catering and manufacturing sectors
are most likely to be operating below full capacity
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Hard-to-fill vacancies remain a problem for only a minority of businesses -

given the record rates of unemployment across England, it is not surprising

that vacancies can be filled fairly easily

Q Did you have any staff vacancies that
you found hard to fill, or could not fill,
during the past 12 months?

® Yes m No ® Don't know
June 2008 ;
November
2008 16% 79% i
(4,503)
June 2009 P98 o ,
November
2009 13% 83% 4
(4,552)

Q And do you expect to have any in the
next 12 months?

BmYes ENo mDon'tknow

June 2008 (4,570)
November 2008 (4,474) I 5%
June 2009 (5,925) I 4%
November 2009 (4,523) 5 5%

A minority of businesses have reported hard-to-fill vacancies in the past 12 months — the proportion is significantly
less than a year ago, although remains at a similar level to the June 2009 wave. Public/personal firms are more likely
than average to report hard-to-fill vacancies (18%). While the London region expects to have more hard-to-fill
vacancies than any other region in the next 12 months (20%)
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More than half of businesses have a staff or employee training

plan

Q Does your company have a staff or employee training plan?

Public/personal services

Don’t know (510)
Primary (80%)

68%

53%
Yes

Transport/storage/comms 53%

(205)

Manufacturing (786) _ 51%
Hotels/catering (239) _ 50%

Financial/Business _ o
Services (1539) 50%

Construction (385) - 48%

N Retail and Distribution - o
0 (1059) 41%

More than two thirds (68%) of firms in the public/personal services sector have a staff or employee training plan
— while firms in the retail and distribution sector are least likely to have one (41%)
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The majority of business have used either external or internal

training in the past 12 months, and will continue to do so

Q Have you used any of the following training plans in the past 12 months? Do
you expect to use any of these programmes in the next 12 months?

m Used in the past 12 months (3,185) ® Expect to use in next 12 months (2,866)

Train to Gain

National Apprenticeship - 10%
Service

Investors in people

The majority of business have undertaken either internal or external training in the last 12
months — this has increased from June 2009 (58% and 48% respectively), perhaps indicating
that due to freezes in employment — training is being adopted to fulfil necessary duties
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Appendix

Guide to statistical reliability
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Guide to Statistical Reliability -1

= The variation between the sample results and the “true” values can be
predicted from knowledge of the size of the samples on which the results are
based and the number of times that a particular answer is given. The
confidence with which this prediction can be made is usually chosen to be
95% - that is, the chances are 95 in 100 that the “true” value will fall within a
specified range, based on a random ‘pure’ sample of the population.

= The table below illustrates the predicted ranges for different sample sizes and
percentage results at the “95% confidence interval’.

Approximate sampling tolerances
applicable to percentages at or near
these levels

Sample
Size 10% or 90 % | 30% or 70% 50%

s s .y
5,000 1 1 1
2,500 1 2 2
1,000 2 3 3
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Guide to Statistical Reliability -2

= Therefore, with a total sample size of 1,000 completed interviews, where 50%
give a particular answer, the chances are 19 in 20 that the “true” value (which
would have been obtained if the whole population had been interviewed) will
fall within the range of +3 percentage points from the sample result; in fact
the actual result is proportionately more likely to be closer to the centre (50%)
than the extremes of the range (47% or 53%,).

= When the results are compared between separate sub-groups within a
sample, different results may be obtained. The difference may be “real,” or it
may occur by chance (because not everyone in the population has been
interviewed). To test if the difference is a real one - i.e. if it is “statistically
significant” - it is again necessary to know the total population, the size of the
samples, the percentage giving a certain answer, and the degree of
confidence chosen. Assuming the “95% confidence interval”, the differences
between the two sub-sample results must be greater than the values given in
the table on the next slide:
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Guide to Statistical Reliability -3

Differences required for
significance at or near these
percentage levels

Sample sizes 10% or 90% [ 30% or 70% | 50%
+ + X
5000 vs 5000 1 2 2
2500 vs 2500 2 3 3
4000 vs 1000 2 3 4

= For example, if 50% of the 4,000 sample give a particular answer, and 51% of
the 1,000 sample give the same answer, there is not a statistically significant
difference between the responses of the two groups. If however there is 54% of
the 1,000 sample giving the same answer there is a significant difference as
the there is at least 4 points difference
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If you have any questions regarding this report
please contact:

Joe Marshall

Director

+44 (0)207 347 3408
Lisa Nicholl

Senior Research Executive

+44 (0)207 347 3407




