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Within the South East:

= There has been some improvement in the business climate since December’s
survey, particularly with regards to business confidence, suggesting that the pace
of decline may be bottoming out.

e However, conditions remain tough, and in all sectors and counties, more
businesses expect the business climate to deteriorate between now and mid-2010
than expect it to improve. As such, it is likely too early to begin talking of any
sustained recovery.

e Half of businesses report that their business performance has got worse since mid-
2008. Currently, 70% of businesses in the South East are reporting output below
capacity, up from 65% in December.

e Many firms are fearful of the effects of a ‘double dip’ recession, particularly in the
construction and hospitality sectors.

 All key business areas have suffered in the recession, and predictions for the next
year to mid-2010 are generally for a ‘slower decline’. While more firms expect
output volume, domestic orders and numbers employed to fall than expect them to
rise, the difference is now much smaller than previously reported.
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Price competition has been a major feature of this recession, with more than 4 in
5 businesses in manufacturing and construction reporting increased competition.

Firms in manufacturing and construction are the most likely to have had
employees become more willing to accept salary reductions or pay freezes.

Businesses expect the number of redundancies to be made in the year to mid-
2010 to be lower than they have been in the 12 months since mid-2008. Future
redundancies are most likely in transport, storage and communications, and in
hospitality and catering.

Investment since mid-2008 has been low, particularly in manufacturing and
construction, and seems set to stay low, with similar numbers of firms expecting
to increase investment spending between now and mid-2010 as expect to
decrease spending.

However, there is significant variation between sectors and regions, and in
different business areas — investment is set to rise significantly in marketing and
sales, but the balance of firms expect to decrease spending on buildings, plant
and machinery, and training.

There is some evidence to suggest that the tough business climate may have
helped to foster innovation, with more firms than in previous surveys reporting
new product or process developments
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In the 12 months since mid-2008, around 3 in 5 businesses report having had
problems accessing finance, though the proportion of firms reporting problems is
lower than the average for England.

More firms expect to raise new sources of finance between now and mid-2010
than already have so in the year since mid-2008.

Costs have increased in the 12 months since mid-2008, but at a lower rate than
previously, and fewer firms than in December’s survey expect increases over the
next 12 months to mid-2010.

However, fewer firms than in previous surveys report having passed on these
increased costs to consumers, giving an indication of the tougher price competition
that firms have been experiencing.

Firms’ first response to pressures is often to expand into new markets. Of firms
with output below capacity, almost two thirds of firms report having tried to
expand into new markets, compared to one in five having reduced labour costs.
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The National Business Survey is a large scale business survey conducted across all sectors of
the economy in England and Northern Ireland.

The survey is conducted on behalf of English Regional Development Agencies and Invest
Northern Ireland.

All interviews are carried out by telephone, with someone in the business most knowledgeable
about the overall performance of the business.

Public sector businesses are excluded.
Data is weighted by region and business size to reflect national profile.
Within the South East, the data is also weighted by county to reflect the regional profile.

Fieldwork was conducted in May and June 2009 and the final achieved sample size was 949
across the South East.

In this way, survey questions asking for estimates “over the past year/12 months” refer to
activity since May/June 2008, and questions asking for estimates “in the next year/12
months” for predicted activity to May/June 2010.

This is the third wave of the NBS, with the two previous waves having been released in
August and December 2008.
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eSome questions were not answered by all firms, and when dividing firms into categories (by
size, county or sector) sample sizes are necessarily reduced.

eIn general, there are around 100 respondents from each county in the South East (lowest 81
in Buckinghamshire, highest 214 in Hampshire).

*\When dividing by industry, the smallest sample sizes are 53 businesses in the hotels &
catering sector, and 55 in the transport, storage and communications sector. The highest
sample size is 388 firms in the financial services sector.

While these sample sizes are enough to determine general trends, it should be kept in mind
that when firms are divided into these categories, care should be taken not to draw large
inferences from small differences in the data, as small samples have less certainty attached
and are more subject to error. In general, the smaller the sample size, the larger a difference
must be to be statistically significant.
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Would you say that overall, your business performance in the
past 12 months has improved, remained stable or deteriorated?

England

SOUTH EAST

Berkshire

Buckinghamshire

England as a whole, over half of
businesses report that their

East Sussex

Hampshire .
. business performance has got
ent
worse over the past year.
Oxfordshire
Surrey

West Sussex

80% 60% 40% 20% 0% 20% 40% 60%

[ Deteriorated
[ 1 Remained stable
[ Improved
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Manufacturing

Construction

Distribution

along with businesses in the
. Hotels & Cateri
hotels and catering sector. oels & Gaterng
Transport/Storage/Comms
However, the effect of the Financial Sences

recession on the financial sector

Public/personal senices

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

has perhaps not been as bad as
feared. 80%  60%  40%
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Would you say that overall, your business performance in the
past 12 months has improved, remained stable or deteriorated?

1-9 employees

10+ employees

60% 40% 20% 0% 20% 40% 60%

[ Deteriorated
[ ] Remained stable
[ ] Improved

Over half of firms, both large and small, reported deteriorating conditions over the
past 12 months, with around 4 in 10 reporting that performance remained stable or
improved.
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Over the next 12 months do you expect the business climate in which
your business operates to generally improve, remain stable or deteriorate?

August 2008

December 2008

July 2009

60% 40% 20% 0% 20% 40% 60% 80%

[ Deteriorate
[] Remain stable
[] Improve

Around two thirds of businesses in the South East now expect the business climate to
either improve or remain stable over the next 12 months, up from less than half in

December’s survey. However, firms expecting the business climate to get worse still
outweigh those expecting it to improve (33% to 23%)
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businesses expecting
the business climate to
get worse outnumber
those expecting it to
improve.
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Over the next 12 months do you expect therusiness
climate in which your business operates tngeneraIIy
improve, remain stable or deteriorate?

M Improve
=y D Remain Stable

[ Deteriorate

"’f' Net Balance

22% 45% 32% 0% 23% 44% 33% 5100%
England South East

e f
"

T
Eource: NBS 2009

© Crown Copyright Ordnance Survey. 'Boundary Line' 2009. License No. 100029140
Produced by SEEDA Research & Economics © All rights reserved 2009
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Over the next 12 months do you expect the business climate in which

your business operates to generally improve, remain stable or deteriorate?

Manufacturing

Construction

Distribution

those expecting it to improve.

Hotels & Catering

Transport/Storage/Comms Businesses in the hotels and
catering sector, and those
involved in transport, storage or
Public/Personal Senices communications, are the most

' ' ' ' ' ' ' ! pessimistic.
60%  40%  20% 0%  20%  40%  60%  80%

Financial Senvices

[ Deteriorate
[]Remain stable
[ Improve
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Over the next 12 months do you expect the business climate in which
your business operates to generally improve, remain stable or deteriorate?

1-9 employees

10+ employees

40% 20% 0% 20% 40% 60% 80%

] Deteriorate
[ Remain stable
[ Improve

While there is not a great degree of difference between small and large businesses,
firms with 10 or more employees are more likely to expect the business climate in
which they operate to improve over the next 12 months.
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being badly placed to deal
with any further downturn.

However, the fact that three
quarters of firms report
being well placed, despite
the difficult business
climate, means that this
could be seen In a more
positive light.
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Percentage of companies considering their business
to be not well placed to weather any downturn in
economic conditions over the next 12 months.

England = 26% South East =.25%

M 20 to0 34 (2)
[ 25t0 30 (2)
[ 1 20to 25 (2)

M 17 to 20 (2)

West Sussex
20%

Source: NBS 2009

@© Crown Copyright Ordnance Survey. 'Boundary Line' 2009. License No. 100029140
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How well placed is your business to weather any downturn
in economic conditions over the next 12 months?

Manufacturing

Construction

catering sector, both of which
have been badly affected by
the recession to date, are the
most fearful of the effects of
any further downturn.
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Distribution

Transports/Storage/Comms

Financial Senvices

Public / Personal senvices

Percent of firms reporting 'not well placed'
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How well placed is your business to weather any downturn
in economic conditions over the next 12 months?

15 20 25 30 35 40 45 50

o~
ul
=
o

Percent of firms reporting 'not well placed'

Smaller firms may be in a worse position to weather any further downturn — while
the difference is not huge, a higher proportion of businesses with less than 10
employees report being badly placed to weather any further downturn over the next
12 months. More than 1 in 4 businesses with fewer than 10 employees report being
badly placed, compared to around 1 in 5 of larger firms.
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Areas of business activity and employment trends
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Excluding seasonal varations, what has been the
trend during the past 12 months with respect to...*

Profit margins

Numbers employed

Prices charged

Export orders

[]England

Staff costs I South East

T T T
-60 -50 -40 -30 -20 -10 0 10 20
%

* net scores - calculated by subtracting the % of
firms reporting decreases from the % of firms reporting increases
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reporting orders, output,
numbers employed, prices
charged and profit margins to be
lower significantly outnumbering
those reporting increases. Profit
margins have been particularly
badly affected.

Notably, despite the recession, a
net balance of firms report that
staff costs have risen.
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Excluding seasonal varations, what are the expected
trends for the next 12 months with respect to...

l

Profit margins

Numbers employed

what has been the trend over
the past 12 months. Exports are
a small ‘bright spot’, though
profit margins Ilook set to
continue to fall.

Domestic orders

Volume of output

Exports

Price charged

=] England There are some indications from
Staff costs B South East .
the data that the outlook in the
40%  30%  20%  -10% 0%  10%  20% Sou_th East is slightly _more
Net scores (‘% increasing’ minus '% decreasing") pOSItIVG than the OUtIOOK In the

rest of England.
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Profit margins
Cash flow
Numbers employed
Domestic orders
Volume of output
Export orders
Prices charged

Staff costs

Expected trends, July vs. December surveys

—_—

—

I December 2008
[_]July 2009

-50%  -40%  -30%

Net scores (% increasing' minus '% decreasing’)
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decline in the South East, and
England more generally, may be
bottoming out.

While more firms expect output
volume, domestic orders and
numbers employed to fall than
expect them to rise, the
difference is now much smaller
than previously reported.
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As a direct result of current economic conditions, has your business
experienced any of the following in the past 12 months?

e beae e |

Additionally, half of firms report e |
that customers have been more singent conrosand requiremens |
delaylng payments ’ SqueeZI ng employeesmorgMIling to accept _
firms’ Ca.Sh fIOW. salary reductions/ pay freezes

delayed payments from your customers _
Four times as many businesses s o recuce s o custoers |
report more stringent controls s

from their business bank than
report increased support.

%
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Businesses reporting higher level of price competition
in the past 12 months, by sector

Public / personal senices

Financial senvices

competition has increased in the
past 12 months.

Firms in the manufacturing and
construction sectors have been
particularly badly affected, with
more than 4 in 5 reporting
Increased price competition.
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Distribution

Hotels & catering

Manufacturing

Construction
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Businesses reporting employees more willing to
accept salary reductions / pay freezes

Hotels & catering
Distribution

salary reductions or pay freezes,
due to the major challenges Transportstorage/comms ||
facing many firms in these Public/personal senices
sectors.

Financial senvices
Least likely are businesses in Manufecturing |
hotels and catering, due to the Construction

structure of their workforce, with
lower-paid employees likely more 0 5 10 15 20 25 30 35 40 45 50
unwilling to take pay cuts. %
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As a direct result of the current economic conditions, which of the
following actions has your business undertaken in the past 12

months /7 does your business expect to undertake in the next 12 months?

Offer unpaid leave to staff E

Close all or part of the business

[ have undertaken in past 12 months
[ expect to undertake in next 12 months

!

Sell all or part of the business E
Cut salaries of staff =
Reduce number of suppliers =
Reduce working hours of staff =
Delay payments to suppliers ?
Reduce number of staff ?
e

Pursue new markets/customers
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costs than in the last 12
months, though cost cutting

will of course remain a
primary focus for many firms.

The majority of businesses
will aim to expand into new
markets in the coming year to
iImprove their situation.
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Businesses reporting reductions in the number of staff

Public/personal senices #
Distribution #
Transport/storage/comms ——‘
Financial senices F
Hotels/catering #
Manufacturing #
Construction #

0 10 20 30 40 50 60
%

[ have reduced the number of staff
[ ] expect to reduce the number of staff
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year.

The number of redundancies,
while still significant, should be
lower in most sectors in the next
12 months. Results suggest that
businesses in transport, storage
and communications, and In
hospitality and catering, are
most likely to make future
redundancies.
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usinesses
surveyed in the South East
report having made staff
redundant.
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number of staff in the past 12 months.

England = 37% South East = 36%

M 40 to 43 (2)
[ 36 t0 40 (3)
| 30 to 36 (2)
M 25t0 30 (1)

Buckinghamshire
33%
[Extondshine]

West Sussex
30%

Source: NBS 2009

Percentage of companies that have reduced the

© Crown Copyright Ordnance Survey. 'Boundary Line' 2009. License No. 100029140
Produced by SEEDA Research & Economics © All rights reserved 2009
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months are expected to
be lower, with under 1 in 5
businesses expecting to cut
jobs. This is better than the
average for England (18%
compared to 21%).
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the number of staff in the next 12 months.

England = 21% South East = 18%

W20t 27 (2)
[ 18to 20 (2)
~ 15to 18 (3)

M 12t015 (1)

Hampshire
15%

East Sussex
16%

Source: NBS 2009

Percentage of companies that expect to reduce

© Crown Copyright Ordnance Survey. 'Boundary Line' 2009. License No. 100029140
Produced by SEEDA Research & Economics © All rights reserved 2009
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On balance, how has the overall level of investment you have
made in your business over the past 12 months changed?

Manufactuing - | —

Construction

Public/personal senices

SOUTH EAST AVERAGE Businesses Ig transport,
storage and communications
report being most likely to
have increased levels of
Hotels/catering investment. While reasons

Transport/storage/comms — for this are not completely
: . . . . . . . clear, the difference may be

-15 -10 -5 0 5 10 15 20
exaggerated by a small
sample size.

Distribution

Financial senices

Net scores (% increasing' minus '% decreasing’)
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similar numbers of firms in the
South East as a whole
expecting to increase spending
over the next 12 months as
expect to decrease spending,
and half anticipating no
change.
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Net percentage of companies expecting to
increase their level of investment over the next
12 months,
B 6to20 (2

Dto 6 (2)
B 5t 0 (2)
W14t -5 (2)

Berkshired
-5

(62

West Sussex
5%

Source: NBS 2009

®© Crown Copyright Ordnance Survey. 'Boundary Line' 2009. License No. 100029140
Produced by SEEDA Research & Economics © All rights reserved 2009
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and firms in hotels/catering,
both of which have been hard-hit
by the recession but show
markedly different investment
intentions.

This is perhaps due to firms in
manufacturing focusing more on
cost savings to stay afloat.
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On balance, do you expect the overall level of investment you make in your
business in the next 12 months to increase, decrease or remain stable?

Manufacturing

Transport/storage/comms

Public/personal senices

Construction

Distribution

Financial senvices

Hotels/catering

-6 -4 -2 0 2 4 6 8 10

Net scores (‘% increasing' minus '% decreasing’)
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Do you expect the overall level of investment you make in your
business in the next 12 months to increase, decrease or remain stable?

Firms expecting business climate
to improve in next 12 months

Firms expecting business climate
to remain stable in next 12 months

Firms expecting business climate
to deteriorate in next 12 months

-30 -20 -10 0 10 20 30 40

Net scores (‘% increasing’' minus '% decreasing’), investment intentions

Business climate expectations are closely correlated with investment intentions —
firms expecting the business climate to improve are much more likely to intend to
Increase investment in the next 12 months.
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Do you expect to invest more or less in the next 12
months than you invested in the last 12 months in...

Plant & machinery

Buildings

relatively stable.

Training and retraining

Only in marketing and sales
Product & Process dewvelopment dO firmS eXpeCting tO
increase spending (greatly
outweigh those expecting
: : : ; . : : . . decreases, as firms seek to
-15 -10 -5 0 5 10 15 20 25 .
promote their products to
maximise revenue  while
reducing costs elsewhere.

Marketing and sales

Net scores (% increasing' minus '% decreasing’)
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Mixed picture across the South East

Net scores — Percentage of firms expecting increases minus the percentage of firms expecting decreases

Do you expect to invest more or less in the next 12 months than you invested in the last 12 months in...

England  South South East Berkshire  Bucking- East Hampshire Kent Oxford-  Surrey West
East Dec 08 survey hamshire  Sussex and IOW shire Sussex
Buildings -5% -9% -1% -12% -15% -9% -6% -9% 3% -13% -9%
Plant & machinery -14% -12% -14% -11% -9% -71% -15% -11% -2% -17% -15%
Product & process development 1% 3% 0% 11% 9% 6% 3% -3% 17% -17% 5%
Marketing and sales 23% 24% 20% 34% 13% 22% 25% 23% 26% 25% 20%
Training and retraining -4% -5% 3% -3% -16% 0% -8% -3% 6% -14% -3%

Overall, these results show that there is a great deal of sub-regional variation. However,
while informative, care should be taking when making inferences from these results, as
sample sizes are often relatively low (e.g. fewer than 80 businesses in Buckinghamshire

responded to this question) .
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Has your business introduced, or will your business introduce,
a new product or process innovation in the past/next 12 months?

December 2008 survey [1 New product innovation
[ 1 New process innovation
e r
Predictions for next 12 months (July 09) r

0 5 10 15 20 25 30 35
%

There is some evidence to suggest that the tough business climate may have given a
boost to innovation, with significantly more firms than in December’s survey reporting
that they have introduced, or will introduce, a new product or process innovation.
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Has your firm raised / does your firm expect to raise new sources
of finance or credit in the past/next 12 months?

Financial sendces |
Hotels / Catering =
Manufacturing [
SoUTH EAST AVERAGE [ ey EOM TR MINCI M TR
ansponistoragecomms [ months. This could imply that
. many firms are unable to put
ey - i :

off raising finance any

e ——————————

longer.

England average B ——

Pubicipersonal senices P
Al

0 4 8 12 16 20 24

sectors expect to raise
more new sources in the
1 have raised new sources of finance in the past 12 months Coming year than in the past
[ expect to raise new sources of finance in the next 12 months . -
12 months, particularly in the
construction sector.
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Has your firm renegotiated / does your firm expect to renegotiate
existing finance or credit in the past/next 12 months?

Public/personal senices 5
Financial senvices E-
Transport/storage/comms ——‘ increase Iin the Coming 12
_ months.
Manufacturing —ﬁ
Construction ——‘ .
Generally speaking, more
Distribution —_F firms expect to renegotiate
_ existing finance in the next
Hotels/catering —_‘ .
12 months than in the past

0 4 8 12 16 20 24 28 12 months, though this is not
0, - - - -
’ true for firms in financial
[] have renegotiated exisiting finance or credit in past 12 months = g g
[ ] expect to renegotiate existing finance or credit in next 12 months S_erVI_CeS!_ pUbIIC Services, or
distribution.
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What problems, if any, did your business experience
in accessing finance or credit?

Finding organisations who were willing to lend to the business E
Satisfying the terms and conditions of potential lenders E

Accessing supplier insurance or export guarantees E [ South East
[ England
T T T T T T T T 1
0 5 10 15 20 25 30 35 40

%

Fewer than 4 in 10 firms in the South East reported that they did not experience
problems accessing finance or credit in the last year. Compared to England more
generally, firms in the South East appear to have had relatively more problems
satisfying the terms and conditions of potential lenders, but fewer problems finding
affordable finance or organisations wiling to lend to them.
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Which of the following costs have increased
for your business in the last 12 months?

Cost of finance

Nevertheless, most firms
have faced increases in
costs. Specifically, over three
quarters of businesses report
that energy costs have risen
over the past 12 months, and
over half report increases in
the cost of transport and raw
materials.

WWW.SEEDA.CO.UK

Property costs

Staff costs

Transport costs

Energy costs

[] December 2008 survey
[ July 2009 survey

SEEDAZ-

ety fer Dty Risr? Qe Syl



There has been a notable fall
in the proportion of firms
expecting energy costs to
rise, though it remains a
major cost pressure with
over half of firms expecting
increases over the next 12
months.

WWW.SEEDA.CO.UK

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

Property costs l ‘ [ ]December 2008 survey
[— I July 2009 survey

Cost of finance l

Staff costs l ‘

Raw materials and bought-in senices l ‘

Transport costs | |

Energy costs l ‘

0 10 20 30 40 50 60 70 80
%
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Percentage of companies expecting the cost of
finance to increase over the next 12 months.

England = 33% South East =.34%

W 40t0 41 (2)
[ 34t040 (3)
[ 130to 34 (3)
M 25 t0 30 (2)

England more  generally,
around a third of businesses
expect the cost of finance to
increase over the next 12
months.

East Sussex
32%

Source: NBS 2009

© Crown Copyright Ordnance Survey. '‘Boundary Line' 2009. License No. 100029140
Produced by SEEDA Research & Economics © All rights reserved 2009
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businesses report that their
major  pressure is raw
materials and bought-in
services, up from 1 in 5 in
December.

Fewer firms now report that
transport and energy are
their major costs.
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Which of the following costs presents the main upward
cost pressure on your business at present?

Property costs [ December 2008 survey
[ 1July 2009 survey
Cost of finance H
Transport costs #
Energy costs #

Staff costs #
Raw materials and other bought-in senices ~

0 5 10 15 20 25 30 35 40
%
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Have you passed on any increased costs to your
customers in the past 12 months?

South East (July)

= ) |

South East (December)

o
[y
o
N
o
w
o
»
o
a1
o
[o2]
o
\l
o

%

Around half of businesses report having passed on any increased costs to consumers in
the past 12 months. This is still significant, but represents a fall from levels reported in

December, giving some indication of the tougher price competition that firms have
been experiencing.
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Is your present level of output below capacity?

Public/personal senices ﬁ
South East (December) [
Financial senvices [
England averoge ]
SOUTHEASTAVERAGE [
Distrbution |
oresicatenng |
Transport/storage/comms [
Consrucion ]
anacturing |
T T T T T T T T T T

1
0 10 20 30 40 50 60 70O 80 90 100
%

WWW.SEEDA.CO.UK

operation.

All  sectors have been
affected, with at least 6 in
10 Dbusinesses reporting
output below capacity. This
rises to more than 4 in 5
firms in manufacturing.
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Business responses by output level

Firms reporting output
currently below capacity

hours, and have tried to
expand into new markets.

Firms reporting output
currently not below capacity

Expanding into new markets
is clearly the first choice of
. . . . . . . many firms, before they

% seek to reduce labour costs.
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[] Reduce the number of staff
[ ] Reduce the working hours of staff
[ ] Pursue new markets/customers
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Did you have any staff vacancies that you found difficult to fill, or could not fill,
during the last 12 months, and do you expect to have any in the next 12 months?

August 2008 suney (SE)

difficulties in the past 12 Pecember 2008 suney (SE)
months, compared to 1 in 4
in the August 2008 survey. July 2009 survey (England)

Similarly low proportions July 2009 survey (SE)
expect to have problems

filling positions in the next o 5 10 15 20 25 3
12 months.

[Jlast 12 months [ next 12 months
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Did you provide any formal external or internal training
for your staff during the last 12 months?

August 2008 survey

their staff, particularly internal
trai ning . December 2008 survey

However, there has been no
further decrease since July 2009 suney
December’s results were
released, suggesting that the : T e h 5 o %
scale of the fall may be %

limited. [] Have provided internal training in last 12 months
[J Hawe provided external training in last 12 months
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Did you provide any formal external or internal training
for your staff during the last 12 months?

Business performance in
past 12 months improved

pas months as
deteriorated are less likely
to have offered training to Business performance in

past 12 months deteriorated

their staff, particularly
internal training, as they
strive to cut costs.

0 10 20 30 40 50 60 70
%

[ ] Have provided internal training in past 12 months
[ ] Have provided external training in past 12 months
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Have you taken any steps to reduce the CO2 emissions

of your business?

August 2008 survey

December 2008 survey

July 2009 surnvey

England average

There has been a steady increase in the proportion of firms having taken steps to
reduce CO2 emissions, despite the effects of the recession. Still, less than half of firms
have made any efforts.
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Have you taken any steps to reduce the CO2 emissions
of your business?

Transport/storage/comms

Construction

Manufacturing

Finencialsenioes ]

Distribution

Hotels/catering

Public/personal senices

WWW.SEEDA.CO.UK

least likely to have taken

steps to reduce CO2
emissions, with firms in
construction also

significantly below the

average.
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