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So supporting city-based SMEs is vital to improving 
economic growth in the long-term

15% 

...they’re increasing in number

...and cities are places where 
productivity is already higher

Four �fths of SME growth took place in cities

GVA per worker is 21% higher in cities compared to the areas 
outside them

GVA per worker GVA per worker

City-based small and medium sized businesses matter 
to a strong recovery because…

...there are so many of them
99% of businesses in cities are small and medium sized

GVA per worker increased 15% in SMEs between 2009 and 2012, 
compared to 6% in larger businesses

...they are becoming increasingly 
productive

6% 
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“I welcome this report from the Centre for Cities. The 
Outlook report rightly recognises the importance of cities 
and city regions as engines of growth and also the 
importance of an enterprising, innovative small business 
sector.  It is vital to create the right conditions for SME 
growth by providing access to skills, support for 
innovation and access to finance.

“Small businesses are the lifeblood of our economy and 
they are at the heart of Government’s long term plan for 
economic growth. There are a lot of fantastic small, 
growing businesses which are helping the UK to create 
jobs and growth. But there are many more companies 
which, with the right support, could be growing faster.  

“Government’s priority is to make it as simple as possible 
for businesses to access the support they need. Whether 
it’s an entrepreneur needing guidance on how to start a 
business for the first time, or a growing business needing 
support to export or invest, we will make sure they can get 
the support they need.

“We are backing business every step of the way by making 
it easier to start, succeed and grow.”
Rt Hon Vince Cable MP, Secretary of State for 
Business, Innovation and Skills

“Small businesses are the lifeblood of our economy and 
they are at the heart of the Government’s long term plan 
for economic growth. There are a lot of fantastic small, 
growing businesses which are helping the UK to create 
jobs and growth. But there are many more companies 
which, with the right support, could be growing faster

Cities have a major role to play in this, because the 
networks that small businesses thrive on tend to be local 
ones. We cannot run business support from Whitehall, and 
that’s why we are giving cities a key role in helping our 
businesses. We have given Local Enterprise Partnerships 

a central role in coordinating support for businesses. They 
are working to bring universities, Chambers of Commerce, 
Local Authorities and others together, and to make the 
support on offer simpler for businesses to use. They are 
also encouraging more businesses to take up support and 
grow, and helping to make the whole business support 
system more streamlined and effective” 
Rt Hon Greg Clark MP, Minister of State for Cities 
and Constitution

“Dynamic small businesses and entrepreneurs are key to 
creating the high-skilled, better-paid jobs which will enable 
Britain to pay its way in the world and raise living standards.”
As part of Labour’s Agenda 2030, our plan for better-
balanced growth for the long term, we want to see a 
radical decentralization of power away from Whitehall, 
giving cities, regions and localities the powers and 
budgets they need to drive local growth.

Centre for Cities’ Small Business Outlook is a hugely 
welcome contribution. The report’s  findings on the 
strength of both cities and small firms in driving 
productivity growth provides a valuable insight on how we 
can best overcome some of the most significant 
challenges facing Britain’s economy.” 
Chuka Umunna MP, Shadow Secretary of State for 
Business, Innovation and Skills

“Zurich is delighted to be working with Centre for Cities 
once again on the Small Business Outlook. This year’s 
report builds on the work done last year to identify the 
risks, challenges and opportunities facing small 
businesses, and what our cities can do to help them.

“This report can bring real value to all those looking to 
share our ambition of ensuring a resilient and successful 
small business community in the UK.” 
Richard Coleman, Director SME, Zurich Insurance plc
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Small Business Outlook 2014: the 
economic and policy context

1. Kirby, S, Meaning, J, Stankov, G, Warren, J (2014) June 2014 GDP Estimate, London: NIESR. 
2. Meaning, J. and Stankov, G. (2014) May 2014 GDP Estimate, London: NIESR
3. ICAEW (2014) UK Business Confidence Monitor, London: ICAEW; Federation of Small Business (2014) Voice of Small Business Index, London: FSB; British Chamber of 
Commerce (2014) Quarterly Economic Survey, London: BCC
4. UKCES (2014) UK Commission’s Employer Skills Survey 2013: UK Results, UKCES
5. Barnett, A. et al (2014) ‘The productivity puzzle: a firm-level investigation into employment behaviour and resource allocation over the crisis’, Working Paper No. 495, Bank of England

‘By far the biggest cloud hanging over the UK economy 
remains the productivity crisis.’
Chris Giles, Financial Times, 2014

‘Productivity isn’t everything, but in the long run it is 
almost everything. A country’s ability to improve its 
standard of living over time depends almost entirely on 
its ability to raise its output per worker.’
Paul Krugman, The Age of Diminishing Expectations (1994) 

The UK economy is finally in recovery after the 
longest and deepest recession in peacetime history. 
Economic output (as measured by GDP) is estimated to 
have surpassed the pre-recession peak (January 2008) 
by 0.2 per cent.1 Growth has accelerated rapidly following 
a period of slow growth in 2012. The latest forecasts 
estimate that GDP will grow at 2.9 per cent in 2014 
and 2.4 per cent in 2015.2 And most surveys show that 
business confidence is currently at a record high.3

More businesses are recruiting and jobs growth 
has risen at its fastest rate in over 40 years. 
Overall, there was a 12 per cent rise in the number of 

vacancies between 2011 and 2013.4 More small and 
medium-sized enterprises (SMEs), which account for 
around half of private sector employment, are expanding 
the size of their workforce. During the recession, 
the number of jobs being created by SMEs in cities 
decreased by 13 per cent (2005-08 to 2008-11). There 
has since been a 8 per cent increase between 2008-
11 and 2010-13 in the number of jobs being created. 
This has contributed to strong jobs growth and the 
unemployment rate is now at a five-year low.

A productivity problem

Productivity growth still remains well below 
the pre-recession peak. Jobs growth has risen 
more rapidly than many expected and labour market 
performance has outstripped economic growth, 
leading to a sharp fall in productivity growth (Figure 1). 
Measured output per worker fell by 5.7 per cent between 
2008 Q1 and 2009 Q1. Six years on, productivity is still 
3.5 per cent below the 2008 Q1 level and 14 per cent 
below the level implied by its pre-recession growth rate.5 
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6.  For further information see Goodridge, P. et al (2013) Can Intangible Investment Explain the UK Productivity Puzzle?, National Institute Economic Review; Blundell, R. et 
al. (2013) What can wages and employment tell us about the UK’s productivity puzzle?, IFS Working Paper W13/11; Disney, R., Jin, W. and Miller, H. (2013) The productivity 
puzzles, Institute for Fiscal Studies; Barnett, A. et al (2014) Working Paper No. 495: The productivity puzzle: a firm-level investigation into employment behaviour and 
resource allocation over the crisis, Bank of England.
7. Office for Budget Responsibility (2014) Economic and fiscal outlook, March 2013, OBR
8. Gregg, P., Machin, S. and Fernández-Salgado, M. (2014) The Squeeze on Real Wages  - and what it make take to end it, National Institute Economic Review
9. ONS (2014) Labour Market Statistics, June 2014 London: ONS
10. Office for Budget Responsibility (2014) Economic and fiscal outlook, March 2013, OBR

This is a marked contrast to previous 
recessions and as yet it is not clear 
why growth has been so low. Several 
possible explanations have been 
put forward as to why productivity 
growth remains low six years on 
from the start of the recession in 
2008, including mismeasurement 
of output, the fall in real wages, low 
levels of investment and reallocation 
of resources.6 

Regardless of the explanation, 
increasing productivity growth 
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Figure 1:
Changes to output, jobs and productivity in the UK since 2008

Source: ONS, 2014. Note: Real output is based on ONS series ABMI; employment is based on ONS series MGRZ. Real 
output per worker equals real output divided by employment. 

remains critical. As a result of 
current estimates, real wages are 
not expected to return to pre-
recession levels until 2018 at the 
earliest.7 The UK has experienced 
unprecedented falls in wages 
and standards of living, with real 
wages estimated to have fallen 
by 8 per cent since 2008.8 The 
latest data indicates real wages 
are still falling9 and the Office for 
Budget Responsibility does not 
expect them to return to 2009/10 
levels until 2018 at the earliest.10 
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11. Support is available to SMEs with a turnover of less than £40 million and with ambitions to grow. 

Cultivating high-growth businesses

Growth Accelerator is a £200 million programme led 
by ‘growth specialists’ to help businesses11 identify 
and break down barriers to growth in four categories: 
Access to Finance; Business Development; Growth 
through Innovation and Leadership and Management 
The programme is private sector-led and backed by 
central government (UK Trade and Investment and the 
Technology Strategy Board). In addition to the primary 
offer of troubleshooting and support, businesses have 
access to £2,000 match funding for senior leadership 
and management training.

Simplifying business support

The Small Business: GREAT Ambition campaign is 
designed to align policies from across government 
departments towards supporting small businesses 
to grow. Specific elements include: the Employment 
Allowance (introduced in April 2014), which means 
employers can reduce the amount of National 
Insurance contributions (NICs) they pay by up to 

£2,000, and a 20 per cent cut in Corporation Tax by 
2015. Alongside this there is a wider agenda to cut 
‘red-tape’ burdens, ease export expansion and ensure 
access to support is easier.

Easing access to finance

The Funding for Lending scheme has been extended 
until 2015. The objective is to increase lending to SMEs 
both this year and next, by shifting the incentives to 
lend heavily towards SMEs. The revisions also concern 
lending involving non-bank providers of credit, which 
also play an important role in providing finance.

The British Business Bank is scheduled to launch 
in 2014. The Bank’s aim is to identify and address 
failures in the SME lending market. The Bank will work 
independently with partners through a £10 billion 
five year fund including £3.9 billion of public money. 
The fund aims to simplify the funding streams and 
processes that SMEs have to deal with in order to 
access the funds they need.

Box 1:
Supporting SMEs
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12. NESTA (2009) The vital 6 per cent: How high-growth innovative businesses generate prosperity and jobs, NESTA

This raises concerns about the sustainability of the 
recovery, particularly in an economy primarily based on 
consumption where growth requires increasing wages.

Making the most of SMEs

As policy-makers consider how best to secure 
a sustainable economic recovery and higher 
productivity growth, cities and the businesses 
located in them must be seen as a fundamental 
part of the solution. SMEs are crucial generators of 
employment and productivity growth, particularly if 
they are based in cities. Government has recognised 
the contribution that SMEs can make in some of the 
policies announced over the last two years (see Box 1), 
including the simplification of over 900 local, national, 
public and private business support schemes; schemes 
to help SMEs access finance; and policy to support high-
growth firms – all recognised as significant employment 
generators.12 However, while welcome, many of those 
national policies fail to take account of the challenges 
faced by businesses in different parts of the country. If 
the UK economy is to flourish, then national and local 
policy-makers need to do more to ensure that they are 
able to respond to these differences.

Small Business Outlook 2014

Focusing on the sustainability of the economic recovery, 
this year’s report looks at the businesses driving economic 
growth, and how SMEs in different cities are placed to 
respond as demand picks up. It explores where the most 
innovative SMEs are located and what this means for the 
recovery. It also reviews variations in business investment, 
with a focus on workforce training and access to skills and 
finance, and how these may affect the ability of firms to 
generate jobs, innovate and drive productivity.

Box 2:
The use of Primary Urban Areas

The analysis undertaken in Small Business Outlook 
compares cities’ Primary Urban Areas (PUAs) – a 
measure of the built-up areas of a city, rather than 
individual local authority districts. 

A PUA is the city-level definition used in the Department 
for Communities and Local Government’s State of the 
Cities Report. It is useful as a consistent measure to 
compare cities across the country and we have used it 
since the first edition of Cities Outlook in 2008. 

It is worth noting that, as is the case with almost every 
definition of geographic units, PUAs are imperfect and 
fit some areas better than others. Hull and Cambridge 
PUAs, for example, are slightly under-bounded. Some 
cities with substantial populations, such as Colchester, 
never made it into the PUA definition. And Manchester’s 
PUA is smaller than Greater Manchester, which also 
includes Rochdale, Bolton and Wigan PUAs.

PUA data only exists for English cities; for Welsh and 
Scottish cities we have used local authority data, with the 
exception of tightly-bounded Glasgow, where we have 
defined the city as an aggregate of five Local Authorities: 
Glasgow City, West Dunbartonshire, East Dunbartonshire, 
East Renfrewshire and Renfrewshire. Belfast is defined as 
the aggregate of Belfast City, Carrickfergus, Castlereagh, 
Lisburn, Newtownabbey and North Down.

Note: The definition of Birkenhead throughout this report is Wirral 
Local Authority only. The 2009 reorganisation of local government 
combined Ellesmere Port & Neston with three other local authorities 
into Cheshire West and Chester, and many of the statistics used here 
are now reported for Cheshire West and Chester only.
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SMEs are becoming an increasingly important driver 
of productivity growth. SMEs account for around half of 
Gross Value Added (GVA, 51 per cent in 2012).13 Although 
in general they tend to have lower levels of productivity 
compared to large firms (£41,900 compared to £44,700 
GVA per worker) as they are often to be found in more 
labour intensive sectors such as retail and hospitality, 
productivity has increased at a faster rate.14

Average GVA per worker among SMEs has grown 
at twice the rate of large businesses: 15 per cent 
between 2009 and 2012 compared to 6 per cent among 
large businesses.15 While small, younger businesses tend 
to be more sensitive to economic cycles and grow faster 
in recoveries,16 evidence suggests that productivity 
growth was also stronger among SMEs in the decade 
prior to the recession.17

Moreover, the success of cities and SMEs is 
increasingly interlinked. James Simmie’s (2014) work 
suggests “that the chances of post-recession recovery 
in employment were greater in those cities with track 
records of reinventing their economies with the continual 

introduction of new economic activities than in those with 
higher levels of replication of their historical economic 
activities”.18 Cities with a larger share of businesses 
investing in innovation and other growth-related activities 
are likely to perform better over the long term.

This chapter explores how differences in SME strategy and 
investment relate to differences in economic performance 
at the city level, and how the decisions made by SMEs are 
influenced by their external environment.

The chapter is structured as follows: 

• The relationship between SME performance and 
city performance

• SME business strategies

• SME investment in training

• SMEs and the external environment – access to 
skills and finance

• Maximising SME potential and supporting a more 
sustainable recovery

SMEs and the economic recovery

13. Department for Business, Innovation and Skills (BIS) (2014) Growth Dashboard, London: BIS 
14. Source: Annual Business Survey, 2014. Note: the Office for National Statistics is currently investigating the comparability of employment figures by firm size.
15. Source: Annual Business Survey, 2014
16. Fort, T et al. (2013) How Firms Respond to Business Cycles: The Role of Firm Age and Firm Size (NBER Working Paper No. 19134)
17. BIS (2010) Internationalisation of innovation and high growth SMEs, London: BIS
18. Simme, J. (unpublished) Evolutionary growth theory and resilience in UK cities: re-invention, replication, recession and recovery
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Why does SME 
performance matter to 
city performance, and 
vice versa?

Cities are increasingly the 
preferred location for SMEs. 
Cities offer opportunities for 
entrepreneurs to exploit new 
markets and technologies. More 
than half of existing SMEs and nearly 
two-thirds of start-ups are based 
in cities. While at national level, 
business starts are still lower than 
the pre-recession peak, the number 

19. Pessoa, J.P. and Van Reenen, J. (2013) The UK Productivity and Jobs Puzzle: Does the Answer Lie in Labour Market Flexibility? Centre for Economic Performance Special Paper No 31
20. Centre for Cities (2014) Cities Outlook 2014 London: Centre for Cities
21. Note: refers to SMEs with more than 10 employees.
22. Note: It is difficult to conduct trend analysis of the sub-regional productivity data, particularly for NUTS3 data. There is volatility in the data arising from the smaller 
survey samples inherent within estimates for smaller geographic areas.
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Source: Business Demography, ONS, 2014 (2004-2012 data)

of business starts in cities has now 
climbed above the pre-recession 
peak (Figure 2). As a result, the 
stock of SMEs in cities grew at 
nearly four times the stock of 
SMEs outside cities between 
2011 and 2013. This environment 
increases competition, drives out 
less productive, ‘zombie’ firms and 
increases productivity.19

Businesses based in cities 
are more likely to drive 
employment and productivity 
growth. City-based SMEs were 
more likely to have expanded their 

workforce in recent years. Overall, 
57 per cent of net job growth 
among SMEs was accounted for by 
those based in the UK’s 64 largest 
cities. Levels of productivity were 
higher too: GVA per worker is 21 
per cent higher in cities compared 
to the areas outside them.20

But there are huge disparities 
between UK cities. There are 
significant differences between 
cities in the numbers of SMEs 
increasing the size of their 
workforce: 1.6 times as many 
SMEs in Warrington expanded 
between 2010 and 2013 compared 
to Dundee.21 The divides between 
cities in terms of productivity are 
even greater: GVA per worker in 
Reading is 1.8 times higher than in 
Blackburn.22

Differences in the performance 
of the business base in 
different cities partly reflect 
the sectors and markets in 
which these firms operate in. 
Cities with large concentrations 
of SMEs in knowledge-intensive 
services, such as Bristol and 
Reading, for example, have seen 
relatively high employment growth. 
Low levels of productivity also 
reflect the industrial profile of 
businesses in different cities. Cities 
such as Cambridge and Edinburgh, 
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London continues to play a dominant role in 
driving the national recovery. Over recent years, the 
capital has accounted for: 

•	 85 per cent of net national growth of 
SME base – Between 2012 and 2013, as many 
other cities saw a decline in the number of 
SMEs, London accounted for 85 per cent of net 
growth in SMEs (12,200) nationally. Manchester 
accounted for the second largest share of growth 
in the number of SMEs – five per cent.

•	 27 per cent of net national growth in SME 
jobs – Over a fifth of jobs created by existing SMEs 
were based in London. However, reflecting the high 
degree of churn in all cities, particularly competitive 
ones, London also accounted for 18 per cent of job 
losses from SMEs. Taken together, and excluding 
new business starts, SMEs in London accounted 
for 27 per cent net growth in SME jobs between 
2010 and 2013. London’s dominance in terms of 
the number of jobs being created by SMEs in the 
capital has increased slightly.

•	 27 per cent of business starts – In 2012, 
London accounted for 27 per cent of business 
start-ups in the UK, up from 22 per cent in 2007. 
The concentration of entrepreneurial activity 
in the capital is not just down to the sheer size 
of the city; London has the highest number of 
business start-ups per capita. 

•	 42 per cent of growth in economic output 
– Between 2007 and 2012, London’s economic 
output grew at 15.2 per cent, compared to the 
city average of 9.8 per cent and the national 
average of 8.5 per cent. Overall, the capital 
accounted for 42 per cent of the net increase in 
nominal GVA between 2007 and 2012.

London’s strong economic performance reflects 
the types of businesses located in the capital. 
Nearly two-fifths of employment in SMEs (37.8 per cent) 
is concentrated in financial and business services – 
sectors that have driven a large share of employment 
growth over recent years and are highly productive. 

London’s scale, global connectivity and highly 
skilled population allow businesses to exploit 
new markets and innovations. The scale and density 
of London’s economy, which is home to nearly 20 per 
cent of the UK’s SMEs, offers businesses a wide pool 
of customers, suppliers and ideas. Over 23 per cent of 
London’s SMEs operate primarily within international 
markets, compared to the city average of 13 per cent. 
More than 46 per cent of London’s population holds 
at least a graduate level qualification. Businesses also 
attract talent from across the UK and internationally: 
people commuting to work in the capital travel an 
average distance of 61km23 and one in three workers 
were born outside the UK.24

23. Centre for Cities (2012) Cities Outlook 2012 London: Centre for Cities
24. Source: Census 2011, ONS

Box 3:
London and its knowledge-intensive businesses
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with large concentrations of employment in professional 
services and information and communications – both 
highly productive sectors – tend to have high levels of 
GVA per worker.

Yet large geographical variation within sectors 
suggests that other factors, relating to internal 
decision making and the external environment, 
impact on the performance of businesses too.25 
There is significant variation between cities in the 
numbers of jobs being created by SMEs in knowledge-
intensive business services (KIBS):26 SMEs in the sector 
in Peterborough created 10 times more jobs than KIBS 
SMEs in Burnley. There is also significant variation in 
productivity within individual sectors across regions: GVA 
per worker in information and communications is more 
than 1.7 times higher in London compared to Yorkshire.27

How do the strategies that individual 
businesses pursue impact on growth 
in different cities?

Business strategies and investment decisions have 
an impact on how innovative – and productive 
– an SME is. The decisions made by entrepreneurs 
or management have a significant impact on business 
performance. These decisions are, of course, influenced 
to a large degree by the external business environment. 
Yet firms with ‘better’ management practices, including 
the adoption of new technologies, investment in their 
workforce and performance tracking, tend to be more 
productive, grow faster and survive longer.28

Data from the UKCES Employer Skills Survey (ESS) allows 
us to examine differences in the types of strategy that 
SMEs employ – and the likelihood they are investing for 
growth. Data relating to business strategy is summarised 
in the Product Market Strategy score for individual SMEs. 
It provides a measure of where firms are in the value 
chain and a proxy for the business strategies developed, 
explicitly or implicitly, by SME managers.29 An SME with 
a high Product Market Strategy score is likely to compete 
on quality rather than price, pursue innovation, offer 
customised goods or services and operate in competitive 
markets (Box 4). SMEs with ‘high’ or ‘very high’ scores are 
referred to as SMEs adopting ‘high-growth’ strategies in the 
remainder of this chapter. The data indicates huge variation 
across the country in the types of strategy SMEs pursue.

Differences between cities when it comes to SMEs 
adopting high-growth strategies are striking. Nearly 
two in three SMEs (59.6 per cent) in Cambridge can be 
classified as adopting high-growth strategies; in Chatham 
this falls to just over one in three SMEs (36.8 per cent). 
The weighted average30 (Figure 3) indicates a spread 
of SMEs adopting high-growth strategies from London 
out along the M4 corridor through Oxford, Swindon 
and Bristol and north along the M1 past Northampton, 
Derby and Nottingham. There are also clusters of SMEs 
adopting high-growth strategies in Manchester and 
Warrington, and Leeds and York. Aberdeen and Edinburgh 
stand out as having relatively high scores compared to 
Dundee and Glasgow.

Cities with a large share of SMEs adopting 
high-growth strategies are more likely to drive 

25. Centre for Cities (2013) Small Business Outlook 2013 London: Centre for Cities
26. Knowledge intensive business services includes: SIC Codes 65-67 Financial, Insurance and Pension services; 7011,7032 Real Estate Services; 7210, 7221, 7222, 7230, 
7240 IT and computer consultancy work; 7411 Legal Activities; 7412 Accounting; 7413 Market Research; 7414 Business and Management Consultancy; 7415 Management 
of holding companies; 7420 Architectural and engineering activities and related technical consultancy; 7430, Technical testing and analysis; 7440 Advertising; 7450 Labour 
recruitment and provision of personnel
27. Note: Sub-national GVA calculations use an income-based approach (sum of all income from employment (compensation of employees), self-employment (mixed 
income) and other income generated by the production of goods and services (gross operating surplus). As a result, GVA per worker will also reflect spatial price variations.
28. Bloom, N. & Van Reenen, J. (2010) ‘Why Do Management Practices Differ across Firms and Countries?’ Journal of Economic Perspectives, Vol 24, 1, pp 203-224
29. Campbell, M. (2013) Management Matters: Key Findings from the UKCES surveys, London: UKCES
30. The weighted average is derived by weighted each score on a scale of 1 to 5 i.e. the proportion of SMEs with ‘very low’ scores is weighted by 1 Add note and the 
proportion of SMEs with ‘very high’ scores is weighted by 5.
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employment growth in the short term. Cities with a 
larger share of SMEs adopting high-growth strategies tend 
to have a higher proportion of firms expanding relative to 
the proportion contracting. These SMEs are likely to be 
more active in the recruitment market: when surveyed, 
19 per cent of those with a very high score had a vacancy 
at the time of interview.31 SMEs in cities like Cambridge, 
with a large proportion of SMEs adopting high-growth 

strategies, were also likely to create more jobs: the 
average SME in Cambridge creates 1.5 times more jobs 
than SMEs in Chatham.

SMEs adopting high-growth strategies are likely to 
be more productive and profitable in the longer term. 
This is evident at aggregate level too. There is a positive 
relationship between the proportion of SMEs with high-

The Product Market Strategy composite score aggregates 
survey responses to four questions relating to innovation, 
quality and the type of market the business operates in. 
The factors are highly correlated with each other.

•	 Leading the way with the introduction of 
new products and services – The introduction 
of new products and services is a key measure of 
a business’ innovation performance. Firms must 
continuously replace products and services with 
more effective ones or more effective ways of 
delivering them (through process or organisational 
innovation) in order to remain competitive.32

•	 Offer customised goods and services – 
Many firms gain competitive advantage from 
offering custom technologies or services 
developed through a close understanding of 
clients’ needs and relationship building’.33

•	 Competing on quality rather than cost – 
Competitive strategies typically focus on product 
quality rather than price. A focus on quality means 
firms consistently develop products or services, 
with a focus on clients’ needs.34

•	 Operating in competitive markets – High 
levels of competition are strongly associated 
with better management practices and good 
management is strongly, positively correlated 
with high labour productivity and profitability 
(market value, survival and growth).35

Product strategy is found to relate to business 
growth regardless of the sector in which the 
business is located. To some extent, the geography 
of high performance reflects the industrial profile of 
different cities and the markets that SMEs operate 
in. For example, SMEs are more likely to adopt high-
growth strategies if they’re operating in international 
markets. SMEs are more likely to operate with high 
performance strategies in cities with a large number 
of growing knowledge-intensive businesses. A NESTA 
study,36 however, matches the Employer Skills Survey 
(ESS) with the Business Structure Database to examine 
the relationship between product strategy and growth 
at the firm level. It finds that average annual growth 
rates in both employment and sales at firm level 
correlate with product strategy when controlling for 
business size and sector.

31. Source: UKCES, 2014
32. Helmers. C; Rogers, M. (2010) Innovation and the Survival of New Firms in the UK, Working Paper, Review of Industrial Organization
33. Small Business Research Centre (2008) Growth Challenges for Small and Medium-sized Enterprises: a UK-US comparative study, HM Treasury and BERR
34. Small Business Research Centre (2008) Growth Challenges for Small and Medium-sized Enterprises: a UK-US comparative study, HM Treasury and BERR
35. Bloom, N. & Van Reenen, J. (2006) Measuring and explaining management practices across firms and countries, CEP Discussion Paper no 716
36. Mason, G Robinson, C & Bondibene, C R (2012) Fast-growing firms, product strategies and skills development, London: NESTA

Box 4:
What are high-growth product strategies and why are they important?
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growth strategies and productivity, 
as measured by GVA per worker. 
For example, GVA per worker in 
Cambridge and Chatham was £51,800 
and £45,200 in 2012 respectively.

How is the nature 
of current business 
investment in cities 
across the UK likely to 
affect growth?

Workforce development is an 
important part of improving 
the competitiveness of the UK 
economy. Training and workforce 
development have an impact on 
the productivity of businesses, the 
likelihood of businesses being able 
to adapt to changing circumstances 
and their ability to retain staff (see 
Box 5). Investment in knowledge-
based (intangible) assets, such as 
training, design and marketing, has 
risen globally in recent decades37 
and has nearly tripled over the 
last two decades in the UK. In 
2011, UK business invested over 
1.5 times more in intangibles than 
tangibles (£138 billion compared 
to £90 billion).38 Within intangible 
investments, workplace training 
accounted for the largest share of 
investment in 2011 by firms (£33 
billion of the £138 billion).39

37. Aznar, A.R. et al (2014) Knowledge assets, absorbtive capacity, and institutional reforms, VoxEU
38. Goodridge, P. et al. (2014) UK Investment in intangible assets, Nesta Working Paper No. 14/02 NESTA
39. Goodridge, P. et al. (2014) UK Investment in intangible assets, Nesta Working Paper No. 14/02 NESTA

Figure 3:
Product Market Strategy Index (weighted average), 2013
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40. Mason, G., Robinson, C. & Rosazza Chiara, C. (2012) Fast-growing firms, product strategies and skills development, London, NESTA
41. CBI (2011) Business Investment in skills: the road back to growth, CBI
42. BIS (2013) SMEs: The Key Enablers of Business Success and the Economic Rationale for Government Intervention, BIS Analysis paper 2
43. Barrett, A; and O’Connell. P.J. (2001) ‘Does training generally work? The returns to in-company training’, Industrial and Labor Relations Review, 54(3).
44. Brum, S. (2007) What impact does training have on employee commitment and employee turnover?, University of Rhode Island
45. Keep, E. Mayhew, K. and Corney, M. (2002) Review of the evidence on the rate of return to employers of investment in training and employer training measures, SKOPE 
Research Paper no. 34

Investment in training is particularly important for 
SMEs employing high-growth strategies as they are 
more skill intensive.40 More than three quarters of SMEs 
adopting high-growth strategies had invested in workforce 
training over the last 12 months compared to just over half 
of SMEs with very low Product Market Strategy scores.

The majority of SMEs in cities that do not provide 
training stated there was no need (69 per cent, see 
Figure 4). The second most-cited reason for not providing 
training was lack of money (11 per cent of SMEs in cities). 
Across all cities, 5 per cent of SMEs stated that there was 
no training available in the relevant area. This figure did 
not vary significantly across industries, which suggests 
there may be a lack of awareness of training available, 
rather than lack of provision.

Training varies significantly by city. In some cities, 
less than 60 per cent of SMEs provide some form of 
training. In others, more than 80 per cent of SMEs 
do. There is a lower proportion of SMEs in the North 
providing either on-the-job or off-the-job training (Figure 
5). SMEs in cities with stronger economies in the South, 
including Bristol, Cambridge and Swindon, are more 
likely to provide training, suggesting a weak ‘North- 
South divide’ in training. All three cities in the North East 
– Middlesbrough, Newcastle and Sunderland – have a 
large proportion of SMEs that do not provide training. 

Box 5:
Why do businesses invest in training?

•	 Productivity – BT found that apprentices that 
undertake their training programme were 7.5 
per cent more productive than non-apprentices. 
43 per cent of employers surveyed by the CBI 
stated that investment in training had improved 
productivity.41 

•	 Adaptability – it is typically companies with 
the best trained employees that adapt and 
adjust most efficiently when change occurs in 
the wider business environment.42

•	 Staff retention – Training has been found to 
have an impact on employees’ motivation and 
commitment to the organisation. Academics 
have argued in the past that employees view 
training as a ‘gift’ resulting in employees 
exerting more effort, becoming more productive 
and having a greater sense of debt to the 
organisation.43 As a result firms providing 
training have less employee turnover.44 

Research has found that skills gained from training 
have a significant impact on firm performance but this 
is only the case when it is in combination with other 
aspects of people management.45 SMEs that have this 
in place are therefore better equipped to maximise 
the returns from their investment in-training.
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Figure 4:
Most common reasons for not providing training, 2013

Source: UKCES, 2013. Note: data is unweighted, for cities only.
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Figure 5:
Proportion of SMEs investing in training, 2013
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The ‘North-South’ divide is 
rarely without nuance, however. 
Nearly 80 per cent of SMEs in 
York, for example, train their 
staff, compared to less than 60 
per cent in Southend. Moreover, 
a relatively high proportion of SMEs 
in the Scottish cities train their 
staff, and London is closer to the 
city average. This may be linked to 
the fact that London has a relatively 
large proportion of micro firms (0-9 
employees) and the incidence of 
training (either on- or off-the-job) 
tends to be lower in cities which have 
a larger proportion of micro firms.

Overall, cities with a higher 
proportion of SMEs investing in 
training are also likely to have 
more high-performing SMEs. A 
larger of proportion of firms invest 
in workforce development in cities 
with a high density of SMEs and a 
high business start-up rate. There is 
also a positive relationship between 
the proportion of SMEs investing in 
training and GVA per worker. 

Divides in investment in training 
between cities are set across 
a backdrop of significant falls 
in training activity across the 
UK as a whole. Sharp reductions 
in sales over the recession led to 
reductions in training, especially off-
the-job training for skilled and highly Source: UKCES, 2014. NB. Data is unweighted. 
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46. Mason, G, Bishop, K. (2010) Adult Training, Skills Updating and Recession in the UK: The Implications For Competitiveness And Social Inclusion, LLAKES Research Paper No. 10
47. Mason, G, Bishop, K. (2010) Adult Training, Skills Updating and Recession in the UK: The Implications For Competitiveness And Social Inclusion, LLAKES Research Paper No. 10
48. Mason, G, Bishop, K. (2010) Adult Training, Skills Updating and Recession in the UK: The Implications For Competitiveness And Social Inclusion, LLAKES Research Paper No. 10
49. Storey, D.J. and Cressey, R.C. (1996) Small Business Risk: A Firm and Bank Perspective, CSME Working Paper No. 39, Warwick Business School, University of Warwick
50. BIS (2010)  Supporting analysis for “Skills for Growth: The national skills strategy 2010”, Economics Paper 4, London: BIS
51. BIS (2013) SMEs: The Key Enablers of Business Success and the Economic Rationale for Government Intervention, BIS Analysis Paper 2
52. OECD (2014) Skills shortages, OECD 
53. OECD (2014) Skills shortages, OECD
54. The Centre for Cities classifies the 56 English cities into three groups according to their economic performance: buoyant, stable or struggling. The index incorporates six 
indicators, including: population growth, private sector job creation, GVA growth, average wages, average house prices and average benefit claimant rates.Add note on city typology

qualified employees.46 Despite the growing importance of 
investment in intangible assets, average levels of job-
related training have also declined over the longer term 
and have now returned to 1993 levels.47 While the training 
gap between employees with lower-level qualifications 
and higher-level qualifications has closed, it appears this 
is due to a ‘levelling down’ of training rates. The closing of 
the gap reflects a decline in training rates for young age 
groups holding higher education qualifications.48

Will businesses be able to access the 
skills and finance to enable them 
to invest in innovation and growth-
related strategies?

Access to skills and finance, as well as market 
conditions, have a significant impact on whether 
businesses invest for growth. The external business 
environment that SMEs operate within can have a 
significant impact on SME performance. SMEs are 
more likely to adopt high-growth strategies if they 
operate in international markets: 54 per cent of 
SMEs operating primarily within international markets 
employ high-growth strategies compared to 31 per 
cent operating primarily within local markets. SMEs 
are also more likely to adopt high-growth strategies 
and invest in training if they’re based in a city with a 
large pool of graduates. And there is a high degree of 
variability between cities in terms of their skills profile 
and the types of markets SMEs operate within. There 
appears to be less variation between different types of 
cities in terms of access to bank finance, however. Yet, 
with SME bank lending still below pre-recession levels 

across the UK as a whole, business investment is likely 
to be constrained.

Access to skills

Skills are fundamental to SME performance.49 
The Bank of England estimates that improvements in 
workforce skills accounted for a fifth of economic growth 
between 1996 and 2002.50 SMEs themselves recognise 
that skills matter: 28 per cent of SME employers state 
that a general shortage of skills was an obstacle to their 
business success. And of SME employers looking to 
grow in the next two to three years, 74 per cent said they 
would achieve growth by increasing workforce skills.51

As more firms start to recruit, it is vital they 
can access the skills they need. At the firm level, 
shortages can increase the hiring cost per skilled worker 
and hinder the adoption of new technologies.52 At an 
economy-wide level, skills shortages can affect growth 
through their adverse effects on labour productivity.53 

There is a positive relationship between the skills profile 
of a city (as measured by NVQs) and SME performance. 
These measures are based on qualifications – often the 
most reliable indicator of skills at the local level – but this 
is only part of the picture. 

Most SMEs attribute hard to fill vacancies to 
skills, experience and attitude rather than 
qualifications. A far larger proportion of SMEs across 
all city types (48.5 per cent average across all cities) 
state the main cause of hard to fill vacancies is a low 
number of applicants with the required skills rather 
than qualifications (Figure 6). Buoyant cities,54 such as 
Edinburgh and London, with large numbers of high-
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performance SMEs, are more likely to struggle to 
find applicants with the right skills (51 per cent) than 
struggling cities (41 per cent). Just under a third of SMEs 
in cities (32 per cent) cite a lack of work experience as 
one of the main causes of hard to fill vacancies, with 
less variation across city types. A fifth of SMEs in cities 
with hard to fill vacancies state one of the main causes 
is a lack of qualifications. A higher proportion of SMEs in 
struggling cities, such as Grimsby and Hull, (23 per cent 
compared to 19 per cent in buoyant cities) are likely to 
cite lack of qualifications as an issue.

Skills shortages can reflect how attractive a 
particular job is, as well as the supply of skills 
in different cities. SMEs with a low Product Market 
Strategy score tend to find it more difficult to attract 
staff: 50 per cent of vacancies in SMEs with very low 
scores are hard-to-fill compared to 31 per cent in SMEs 
with very high scores.

Skills shortages by occupation often reflect the 
industrial profile of SMEs in cities.  Skills shortage 
vacancies are concentrated among professional (21 
per cent) and associate professional occupations (24 
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Figure 6: 
Causes of hard to fill vacancies, 2013 

Source: UKCES, 2013. Note: Data is unweighted, for cities only. 
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per cent), and in the skilled trade occupations (23 per 
cent). Skills shortages for professional and associate 
professionals are higher in buoyant cities, such as 
Brighton and Cambridge, compared to struggling cities 
such as Dundee and Middlesbrough; a reflection of the 
concentration of knowledge-intensive services in these 
cities. By contrast, shortages in skilled trade occupations 
are more dominant in stable cities, such as Birmingham, 
and struggling cities, such as Burnley, compared to 
buoyant cities, such as Cambridge.

Access to finance

The availability of bank finance to SMEs is an 
important factor in enabling businesses both to 
start up and to invest for growth. Almost two thirds 
of SMEs in cities currently use external finance.55 Among 
those not currently using external finance, a quarter of 
SMEs have plans to borrow or ‘would be borrowers’ in 
the future. Bank overdrafts, bank loans and credit cards 
are the most common sources of financing for SMEs.56 
Bank loans are also the most commonly sought form of 
external finance. While SMEs’ use of alternatives to bank 
finance (such as private equity, business angels and 
crowdfunding) is increasing, they account for a relatively 

small proportion of SME finance. They are more niche 
and tend to be important for high-growth, innovative 
businesses.57

Geographical patterns of bank lending broadly 
reflect the concentration of SMEs in different parts 
of the country, with little variation by industrial profile. 
London alone accounts for 39 per cent of UK SME bank 
lending,58 but this is broadly proportional to the number 
of SMEs based in London (40 per cent). Birmingham and 
Manchester account for 6 per cent of UK SME lending 
and 5 per cent of UK SMEs. Preston accounts for 1 per 
cent of UK SME lending and 1 per cent of UK SMEs.59

Risk rating appears to vary more by sector than 
by city.60 SMEs in buoyant cities tend to have a slightly 
lower risk rating but this is not as significant as the 
variation across sectors. For example, 42 per cent of 
construction firms in cities have an ‘above average’ risk 
rating, compared to 28 per cent of manufacturing firms. 
This could be due to higher asset values in manufacturing 
firms and typically short contracts in the construction 
sector. Risk ratings also tend to be lower in health and 
social work, and personal service activities. 

55. Source: BDRC SME Finance Monitor. Note: all data is unweighted.
56. Bank of England (2013) Trends in lending, October 2013
57. Gross lending to non-financial SMEs totalled £38 billion in 2012; amount invested in private equity totalled £6 billion for all businesses; and an estimated £850 million per 
year is invested by Business Angels in the UK; Bank of England (2014) Trends in lending , January 2014
58. Source: British Bankers Association, 2014; Business Structure Database, 2014
59. The correlation coefficient between share of national SMEs and share of national SME bank lending is 0.95 excluding London and 0.83 excluding London, Manchester 
and Birmingham.
60. Source: BDRC SME Finance Monitor. Note: all data is unweighted.
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Rates of success in applying for a loan or overdraft 
do not seem to vary significantly between cities 
either.61 Success rates among SMEs in cities generally 
increase with firm size and turnover. SMEs in the 
hospitality and transport sector are more likely to be 
unsuccessful in applying for a loan or overdraft, while 
SMEs in wholesale retail have the lowest rejection rates.

While there do not appear to be any significant 
disparities between cities with regard to access 
to bank finance, it remains a significant issue for 
SMEs and public policy in general. 

Following the financial crisis, SMEs have faced 
a more challenging environment for accessing 
credit.62 The UK also lends a lower proportion of funds 
to SMEs than the EU average. This appears to be a 
long-term trend, but the greater uncertainty in economic 
conditions since 2008 has had a more negative effect 
on lending to SMEs compared to the corporate sector 
as a whole.63 While the average risk rating for SMEs 
across cities remains broadly unchanged over the last 
three years, lending to SMEs has been growing at a 
much slower rate relative to larger firms64 as banks have 
become increasingly risk averse. This may relate to a 
lack of information on smaller firms (who often have less 
clear reporting requirements), scarcity of capital or risk 
aversion on behalf of the banks due to the regulatory and 
market pressures to strengthen their balance sheets.65

Rates of lending might be explained in part by 
changes in demand associated with the recession.66 
Typically, SMEs are more likely to be discouraged from 
applying for lending than other firms, as well as having 
relatively high rejection rates. Amongst SMEs within cities 
that did not apply for a loan, one in four cited that they 

61. Source: BDRC SME Finance Monitor. NB. All data is unweighted.
62. CBI (2013) The hunt for cash: access to finance. Available at http://www.cbi.org.uk/media-centre/news-articles/2012/11/the-hunt-for-cash-access-to-finance/
63. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
64. Bank of England (2014), Trends in lending, January 2014
65. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
66. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
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did not apply as they thought they would be turned down. 
Around one in seven mentioned it to their bank manager 
and thought they would be turned down and nearly one in 
ten thought it would be too expensive.

Maximising SME potential to support a 
more sustainable recovery 

Differences in SME strategies and investment 
decisions are likely to reinforce the divides between 
cities in SME performance. Business strategies and 
investment are linked to higher levels of productivity and 
resilience over the longer term. The long-tail of SMEs 
pursuing ‘low-growth’ strategies – firms less likely to 
innovate and invest in their workforce – has a negative 
effect on the economy as a whole. The geography of these 
firms means that existing divides between cities are likely 
to be reinforced as the recovery unfolds. 

Policy implications 

It is vital that SMEs in cities across the UK are 
supported to thrive if the recovery is to become 
more sustainable and standards of living are to rise. 
The external environment and markets that SMEs operate 
within have a significant impact on the performance of 

SMEs – and their ability to generate jobs and drive up 
levels of productivity. Rather than trying to pick winners, 
city leaders and government need to work together to 
ensure cities provide the best environment for businesses 
through skills and infrastructure investment. 

National government needs to enable cities to 
create the best environment for business. A more 
radical approach to fiscal devolution, giving cities greater 
control over economic development and the ability 
to target policies according to their needs, is in the 
interests of national government and business as well as 
local government. In addition to greater control over their 
resources, cities need greater long-term certainty over 
funding streams to allow them to plan for the future and 
partner with the private sector to deliver the skills and 
infrastructure businesses need. 

National government and cities need to ensure 
their education and training systems provides 
businesses with access to workers with the 
appropriate skills. This means improving school 
performance and ensuring young people have access 
to high quality academic and vocational routes into the 
labour market. It also means working in partnership with 
businesses and training providers to ensure courses 
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are tailored to the needs of businesses and individuals, and 
raising awareness of training available. Given the amount of 
churn among SMEs, it is also important to ensure businesses 
and workers have access to recruitment agencies and 
advisory bodies that are networked into city partnerships, 
and have high quality labour market intelligence.

Cities should also explore ways to incentivise 
and enable SMEs to invest in training. Building 
on initiatives such as the Employer Ownership of 
Skills pilots, cities should explore ways to facilitate 
collaboration along supply chains or between SMEs with 
similar skills needs and training providers to co-invest in 
tailored solutions. 

Cities establishing or seeking to establish Business 
Growth Hubs to help businesses navigate and 
access existing business support should seek to 
learn lessons from Manchester and other brokerage 
initiatives. The number and complexity of business 
support initiatives often means that businesses are 
not aware of the support available or how to access it. 
Moreover, establishing strong engagement with business 
community through Business Growth Hubs creates its own 
set of challenges. It is important cities learn lessons from 
past experience to help overcome them (Box 6). 

As demand for finance from SMEs increases, cities 
should consider whether they can facilitate better 
matching between businesses and sources of 
finance. A number of cities have or have sought to set 
up local business finance schemes. It may be appropriate 
for cities to work with local businesses, banks and other 
providers to raise awareness of financing options and 
ensure firms have a strong business case. Cities may 
have a role to play in facilitating matching between SMEs 
and Business Angels, for example.

Box 6:
Business Growth Hubs: the Manchester experience

The Business Growth Hub in Manchester works with a 
range of partner organisations to simplify the business 
support landscape by creating a single access point for 
businesses. The Hub targets high-growth businesses but 
operates an open door policy, providing in-depth support 
to 50 businesses a month on average. The Hub secured a 
further £9.2 million in funding in 2014 from the European 
Regional Development Fund and Regional Growth Fund. 
Several lessons emerge from Manchester’s experience:

• Consult widely on the design of the Hub to 
identify existing provision and demand for 
services – the Hub was designed in collaboration 
with universities, sector networks, high-growth 
specialists and business support organisations, 
and by consulting with businesses.

• Engage with private sector partners to establish 
a strong referral network – Manchester’s referral 
network has grown to include over 125 public 
and private organisations since its launch in 2011 
and attracted 2,400 enquiries against a target of 
2,000 during its first year. Private sector partners 
provide sponsorship (including event space), 
referrals and secondees. 

• Create a strong local presence through 
marketing and brand awareness - an effective 
public relations function is viewed as critical to 
establishing local awareness. Awareness of the 
Hub has been built up through the website, a 
strong social media presence and events, and by 
advertising through local media. 
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Policy-makers both nationally and locally need 
a better understanding of the impact of direct 
business support policies on SME performance. 
Research undertaken by the What Works Centre for 
Local Economic Growth highlights the need for further 
evidence on the effectiveness of business and mentoring 
initiatives.67 While the evidence review found that business 
advice programmes show consistently better results for 
productivity and output than for employment, the overall 
size of the evidence is small and incomplete. It also found 
some evidence that programmes that used a hands-on, 
‘managed brokerage’ approach may perform better than 
those using a ‘light touch’ approach. A number of questions 
remain unanswered, however, due to the lack of evidence. 

Only by ensuring that cities right across the UK are 
attractive places to live, work and do business will 
policymakers encourage more SMEs to pursue the high-
growth strategies that will drive the economic recovery. 
By affording UK cities greater control over the areas 
that we know are fundamental to supporting business 
performance – from investment in infrastructure to 
improving education and training systems – policymakers 
will not only help reinvigorate cities, but also deliver a 
more balanced, robust and sustainable recovery for the 
UK in the years ahead.

61. Source: BDRC SME Finance Monitor. NB. All data is unweighted.
62. CBI (2013) The hunt for cash: access to finance. Available at http://www.cbi.org.uk/media-centre/news-articles/2012/11/the-hunt-for-cash-access-to-finance/
63. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
64. Bank of England (2014), Trends in lending, January 2014
65. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
66. Armstrong, A. et al (2013) Evaluating Changes in Bank Lending to UK SMEs over 2001-12 – Ongoing Tight Credit?, BIS
67. What Works Centre for Local Economic Growth (2014) Business Advice Evidence Review London: What Works Centre for Local Economic Growth
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Data Monitor: Small Business 
Performance

Overview

There is significant variation in the performance of 
SMEs across UK cities. This matters because SMEs are 
critical generators of jobs and output, impacting on the 
performance of individual cities and the national economy 
as a whole.

This section takes a detailed look at SME performance 
across UK cities:68

1. SME density 

2. Business starts 

3. SME expansion

4. High-growth firms

5. SME contraction

6. SME closures

7. Trade

8. High-growth strategies

9. Investment in training

32

 68. All data, with the exception of business starts, refers to SMEs in the private sector only.
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SME Density

SME density (the number of SMEs per 10,000 
population) is a good indicator of the strength of 
the SME base in a city. There is a relatively strong 
correlation between SME density and the measures of 
SME performance, including business starts and SME 
expansion. The larger the SME base relative to the 
population in a city the more job opportunities are likely 
to be available; cities with low SME densities tend to 
have higher claimant rates.  

• London far outstripped other cities in terms of 
SME concentration in 2013: there were 1.3 times 
as many SMEs per capita in London compared 
to the national average. There were 2.8 times as 
many SMEs per capita in London compared to 
the city with the lowest SME density, Sunderland.  

• SME density (as measured by SMEs per 10,000 
population) increased by 5.3 per cent in cities 
between 2011 and 2013 compared to 3.1 per 
cent across the UK as a whole. 

• The majority of cities, 53 out of 64, saw an 
increase in SME density between 2011 and 2013 
and 25 out of 64 saw an increase greater than 
the national average. 11 cities saw a decrease in 
the number of SMEs relative to the size of their 
population. 

• Aberdeen saw the largest increase in SMEs 
relative to the size of its population, an 11.4 per 
cent increase between 2011 and 2013.

Variation by size and sector

• Just less than 90 per cent of city-based SMEs were 
micro firms (0 to 9 employees) on average in 2013. 
The share of micro firms ranged from 82.8 per cent 
in Hull to 92.4 per cent in Southend. Small firms 
(10 to 49 employees) accounted for 9.1 per cent of 
the SME base in cities on average in 2013, ranging 
from 6.8 per cent in Southend to 14.5 per cent in 
Hull. Medium-sized firms (50 to 249 employees) 
accounted for 1.5 per cent of the SME base in 
cities on average in 2013, ranging from 0.3 per 
cent in Worthing to 2.7 per cent in Aberdeen.
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Table 1: 
SME Density

Rank City
SMEs per 10,000 
population, 2013

SMEs per 10,000 
population, 2011

Change per 10,000 
population, 2011-2013 (%)

Change per 10,000 
population, 2011-2013

10 cities with the highest concentration of SMEs

1 London 418.4 383.7 9.0 34.7

2 Reading 364.6 346.5 5.2 18.2

3 Brighton 360.8 344.3 4.8 16.5

4 Aldershot 359.8 351.7 2.3 8.1

5 Milton Keynes 349.2 326.7 6.9 22.5

6 Aberdeen 348.0 312.4 11.4 35.6

7 Crawley 318.3 308.9 3.0 9.4

8 Southend 307.1 293.3 4.7 13.9

9 Cambridge 305.5 295.8 3.3 9.7

10 Bristol 301.5 287.0 5.1 14.5

10 cities with the lowest concentration of SMEs

55 Newport 196.8 197.5 -0.4 -0.7

56 Doncaster 196.1 195.2 0.4 0.9

57 Mansfield 192.8 193.4 -0.4 -0.7

58 Newcastle 187.7 182.2 3.0 5.5

59 Middlesbrough 183.7 173.4 5.9 10.3

60 Liverpool 180.3 175.9 2.5 4.5

61 Hull 175.5 178.1 -1.4 -2.5

62 Dundee 173.9 164.4 5.8 9.5

63 Plymouth 172.5 170.3 1.3 2.2

64 Sunderland 150.2 149.5 0.5 0.7

 United Kingdom 318.9 309.3 3.1 9.6

City Average 290.8 276.3 5.3 14.5

Source: NOMIS 2014, UK Business Counts - Enterprises, 2011 and 2013 data. NOMIS 2014, Mid-year population estimates, 2011 and 2012 data.
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• Wholesale and retail were 
the largest employers among 
the SME base in 47 out of 
64 cities in 2013. The sector 
accounted for more than a 
fifth of SME employment in 
two cities and was highest 
in Preston (21.2 per cent of 
total SME employment). 

• The professional service 
sector was the largest 
employer in five cities: 
Aberdeen, Cambridge, 
London, Oxford and Reading. 
It accounted for the largest 
proportion of employment in 
Aberdeen in 2013 - 22.8 per 
cent compared to the city 
average of 12.6 per cent. 

• Cities with relatively 
large concentrations 
of SME employment in 
manufacturing were in 
the North. Just under a 
quarter of employment in 
SMEs (23.2 per cent) in 
Hull was concentrated in 
manufacturing in 2013.

• Hospitality was the largest 
employment sector in 
Edinburgh, accounting for 16.1 
per cent of the city’s SME 
employment base in 2013. 

Figure 7:
Proportion of SME employment in largest sector, 2013

Source: Business Structure Database, 2014
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Business starts 

New businesses are an important source of new jobs. In 
2012, there was one business start for every seven existing 
businesses. As a result, cities with higher business start-up 
rates tended to have high rates of SME density. 

• London had the highest business start-up rate 
among the 64 largest UK cities. It had 18.4 more 
starts per 10,000 population than Aberdeen, 
the second most entrepreneurial city, and 33.2 
and 21.1 more starts per 10,000 population than 
national and city averages respectively. 

• Four cities – Belfast, Sunderland, Stoke and 
Mansfield – had less than 25 business starts per 
10,000 population. 

• Business starts in cities, on average, increased 
by 7.4 per 10,000 population from 2010 to 
2012 compared to the national average of 4.5 
per 10,000 population. Total business starts 

increased by 18 per cent in cities between 2010 
and 2012 compared to the 15 per cent at the 
national level. 

• London saw the largest increase in business starts 
per 10,000 population between 2010 and 2012: 
in 2012 there were 10.5 more business starts per 
10,000 population in the capital than in 2010.  

• Middlesbrough and Sunderland saw the largest 
proportional increases in business starts per 
10,000 population between 2010 and 2012, 33 
and 34 per cent respectively, albeit both starting 
from a relatively low base. 

• Only three cities – Belfast, Bolton and Grimsby 
– saw a fall in the number of starts per 10,000 
population from 2010 to 2012. The fall in 
business starts per 10,000 population was driven 
by population increases in Bolton, rather than a 
fall in the number of business starts.
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Table 2: 
Business Starts

Rank City
Business starts per 

10,000 population, 2012
Business starts per 

10,000 population, 2010
Business starts change 

2010-2012 (%)
Change per 10,000 
population 2010-2012

10 cities with the highest start-up rate 

1 London 75.5 65.0 16.1 10.5

2 Aberdeen 57.1 47.7 19.8 9.4

3 Brighton 54.5 52.1 4.5 2.4

4 Milton Keynes 54.5 50.1 8.7 4.4

5 Reading 51.9 47.5 9.3 4.4

6 Aldershot 48.5 44.5 9.0 4.0

7 Grimsby 46.6 48.3 -3.4 -1.7

8 Southend 45.7 39.3 16.1 6.4

9 Northampton 45.0 38.0 18.5 7.0

10 Warrington 44.9 39.2 14.5 5.7

10 cities with the lowest start-up rate

55 Wakefield 27.9 26.6 5.1 1.4

56 Plymouth 27.5 21.3 29.4 6.3

57 Barnsley 27.4 24.8 10.3 2.6

58 Dundee 27.1 23.9 13.2 3.2

59 Hull 26.8 23.5 14.2 3.3

60 Swansea 25.3 24.5 3.0 0.7

61 Mansfield 24.7 21.7 13.7 3.0

62 Stoke 24.5 23.2 5.5 1.3

63 Sunderland 22.5 16.8 34.2 5.7

64 Belfast 21.7 25.6 -15.2 -3.9

 United Kingdom 42.3 37.8 12.0 4.5 

City Average 54.4 47.0 15.7  7.4 

Source: ONS 2013, Business Demography, 2012 data; NOMIS 2013, Mid-year population estimates, 2012 data.
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SME Expansion

SMEs play a vital role in generating job opportunities as 
they expand. Between 2010 and 2013, SMEs created 
more than two million jobs and net job growth among 
SMEs totalled more than 900,000. SMEs in the 64 largest 
cities accounted for 57 per cent of net job growth. 

Overview

•	 City-based SMEs were more likely to have 
expanded the size of their workforce between 
2010 and 2013 compared to the national 
average: 29 per cent of SMEs in cities expanded 
during the three year period compared to 27 per 
cent nationally. 

•	 The majority of cities (55 out of 64) saw a larger 
proportion of SMEs expand their workforce 
between 2010 and 2013 compared to the 
national average.

•	 On average, 5.7 jobs were created per expanding 
city-based SME compared to 5.2 jobs per SME 
based outside the 64 largest cities. 

•	 SMEs in Peterborough created, on average, the 
largest number of jobs per expanding SME; 9.2 
jobs compared to 3.6 in Chatham.

•	 The proportion of SMEs expanding between 2010 
and 2013 in Hull, the city with the largest share of 
firms expanding, was 12 percentage points higher 
than Belfast. A high proportion of micro and medium 
firms, as opposed to small firms, relative to other 
cities expanded their workforce in Hull. The city 
ranks 20th out of 64 cities in terms of the average 
number of jobs created by expanding SMEs. 

•	 Cities saw an average increase in the proportion 
of SMEs expanding of 1.4 percentage points 
between 2008/11 and 2010/13. 45 out of 
64 cities saw an increase in the proportion of 
expanding firms from the period 2008/11 to 
2010/13. Hull saw the largest increase in the 
proportion of SMEs expanding during the two 
time periods.

•	 Belfast and Ipswich saw the largest falls in the 
proportion of SMEs expanding between 2008/11 
and 2010/13; the two cities saw percentage 
point falls of 3.3 and 1.6 respectively.
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Variation by sector and size

•	 Micro businesses (0-9 employees) accounted for 
49.8 per cent of the jobs generated by SMEs in 
cities between 2010 and 2013. The contribution 
of micro businesses to new job creation ranged 
from 56.8 per cent in Edinburgh to 28.7 per cent 
in Aberdeen.

•	 Small businesses (10-49 employees) in Swindon 
accounted for 41.5 per cent of jobs created by 
SMEs between 2010 and 2013 compared to the 
city average of 27.4 per cent. 

•	 Medium-sized businesses (50-249 employees) 
accounted for a fifth of jobs created by SMEs in 
cities between 2010 and 2013; this rose to 41.7 
per cent in Aberdeen and 37.3 per cent in Reading.

•	 SMEs in the knowledge-intensive business 
services (KIBS) sector accounted for 21.8 per 
cent of jobs created by SMEs in cities between 
2010 and 2013 compared to 19.4 per cent 

across the UK as a whole. SMEs in the KIBS 
sector accounted for 37 per cent of jobs created 
by SMEs in Peterborough and 34.2 per cent in 
Cambridge. This fell to 6.7 per cent in Mansfield 
and 5.1 per cent in Burnley. 

•	 Manufacturing SMEs in cities were less 
significant job creators than those based outside 
the 64 largest cities: manufacturing SMEs 
accounted for 9.2 per cent of jobs created by 
SMEs in cities between 2010 and 2013 compared 
to 10.3 per cent in areas outside the 64 cities.  

•	 Manufacturing SMEs accounted for more than 
a quarter of jobs created by SMEs in Mansfield, 
Newport, Burnley and Blackburn between 2010 
and 2013. They accounted for just 1 per cent of 
jobs created in Cambridge and Oxford.
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Table 3:
SME expansion

Rank City

Average employment 
created per SME 

expanding, 2010-2013
SMEs expanding,

2010-13 (%)
SMEs expanding,

2008-11 (%)

Change of SMEs 
expanding, 2008/11 to 

2010-13 

10 cities with highest number of jobs created per expanding SME

1 Peterborough 9.2 28.3 28.0 0.3

2 Aberdeen 8.8 28.8 29.6 -0.8

3 Warrington 8.0 27.9 25.3 2.6

4 Swindon 7.9 25.2 24.6 0.6

5 Newport 6.8 27.4 28.8 -1.4

6 Derby 6.5 27.7 26.2 1.5

7 Luton 6.4 29.1 25.9 3.2

8 London 6.2 29.2 27.6 1.6

9 Glasgow 6.2 29.4 28.5 0.9

10 Reading 6.2 26.2 24.7 1.5

10 cities with lowest number of jobs created per expanding SME

55 Brighton 4.5 27.3 25.4 1.9

56 Sunderland 4.4 30.4 27.1 3.3

57 York 4.3 27.5 27.9 -0.4

58 Southampton 4.3 27.5 25.2 2.3

59 Huddersfield 4.2 29.1 26.4 2.7

60 Blackpool 4.2 25.7 23.5 2.3

61 Wigan 4.0 28.4 27.4 1.0

62 Hastings 3.7 27.3 27.6 -0.3

63 Southend 3.7 25.5 25.8 -0.3

64 Chatham 3.6 27.3 27.3 -0.1

  United Kingdom 5.2 26.5 26.1 0.4

City Average 5.7 28.6 27.2 1.4
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Figure 9: 
Proportion of SMEs expanding with average jobs created, 2010-2013
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High-growth SMEs

The proportion of ‘high-growth’ SMEs has increased. 10.9 
per cent of SMEs in cities with 10 plus employees expanded 
their workforce by more than 50 per cent between 2010 and 
2013 compared to 9.7 per cent between 2008 and 2011. 

Overview69

•	 SMEs were more likely to grow by more than 
50 per cent between 2010 and 2013 if they 
were based in one of the 64 largest cities: 10.9 
per cent of SMEs in cities were ‘high-growth’ 
compared to 9.1 per cent outside cities. 

•	 London had more than double (2.6 times) the 
proportion of ‘high-growth’ SMEs compared to 
Belfast.

•	 More than half of UK cities (38 out of 64) saw the 
proportion of high-growth SMEs increase by more 
than the national average between 2008/10 to 
2010/13 and 24 of those cities saw an increase of 
more than double the national average. 

•	 Belfast, with the lowest number of high-growth 
firms, experienced the largest decrease (2.9 
percentage points) in the proportion of high-
growth firms from 2008/11 to 2010/13.

Variation by sector

•	 A slightly higher proportion of SMEs in the KIBS 
sector were high-growth, 17 per cent, than 
manufacturing, 15 per cent. The average high-
growth manufacturing SME created nine new jobs 
compared to eight jobs created by SMEs in KIBS. 
There were, however, 3.7 times more high-growth 
KIBS SMEs than manufacturing SMEs. 

69. The overview of high-growth SMEs refers to SMEs with more than 10 employees. 
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Table 4:
High-growth SMEs

Rank City High-growth SMEs, 2010-13 (%) High-growth SMEs, 2008-11 (%)
Change of high-growth SMEs, 

2008/11 to 2010/13

10 cities with highest proportion of SMEs expanding

1 Warrington 15.0 8.9 6.2

2 Oxford 14.1 15.1 -1.1

3 Aberdeen 13.5 14.6 -1.1

4 London 13.4 12.5 0.9

5 Reading 12.4 10.9 1.6

6 Swindon 12.3 9.9 2.4

7 Cambridge 12.2 8.6 3.6

8 Liverpool 11.7 8.9 2.8

9 Aldershot 11.5 13.3 -1.8

10 Crawley 11.3 9.7 1.6

10 cities with lowest proportion of SMEs expanding

55 Stoke 7.8 8.3 -0.5

56 Sunderland 7.7 6.1 1.7

57 Dundee 7.7 5.8 1.9

58 Northampton 7.6 8.5 -0.8

59 Gloucester 7.5 7.7 -0.2

60 Doncaster 7.3 8.6 -1.3

61 Ipswich 6.9 6.8 0.1

62 Chatham 6.8 8.8 -2.0

63 Plymouth 6.6 7.3 -0.7

64 Belfast 5.1 8.0 -2.9

  United Kingdom 10.0 9.0 1.0

City Average 10.9 9.7 1.2

Source: ONS 2014, Business Structure Database, 2010 and 2013 data. SMEs with more than 10 employees only.
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SME Contraction

There was a high degree of churn among SMEs. While on 
average more than a quarter of SMEs expanded between 
2010 and 2013, around a fifth of SMEs contracted. More 
than 1.1 million jobs were lost over the three-year period 
as a result of existing SMEs reducing the size of their 
workforce. 

Overview

•	 There was no significant difference between the 
city (20.4 per cent) and national (20.5 per cent) 
averages in terms of the proportions of SMEs 
that reduced the size of their workforce between 
2010 and 2013. 

•	 Nearly twice as many SMEs in Belfast (33 
per cent) reduced the size of their workforce 
between 2010 and 2013 compared to Aberdeen 
(17 per cent). The proportion of SMEs contracting 
in Belfast was 7.8 percentage points higher than 
Hull, which ranked second. 

•	 There was also significant variation across cities 
in terms of the average numbers of jobs lost as 

a result of SMEs contracting. There was a high 
level of churn in Aberdeen; average jobs created 
were among the highest of UK cities and the city 
also saw the highest number of average jobs lost 
between 2010 and 2013, 4.8 jobs per contracting 
SME. By contrast the average number of jobs lost 
in Worthing was 2.6. 

•	 While a higher proportion of SMEs in cities 
expanded over 2010/13 compared to 2008/11, 
a higher proportion of SMEs also contracted in 
the most recent three year period. 54 out of 64 
cities saw an increase in the proportion of SMEs 
contracting between the two time periods.  

•	 15 cities saw an increase in their proportion of 
SMEs contracting from 2008/11 to 2010/13 of 
more than 10 per cent. Three cities -  Aldershot, 
Cambridge and Worthing - saw an increase of 
more than 20 per cent in the proportion of SMEs 
contracting between 2008/11 and 2010/13.  
Luton and Sunderland saw the largest falls in 
SMEs contracting.
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Variation by size and sector

•	 Micro businesses accounted for 31.2 per cent of 
jobs lost from SMEs contracting between 2010 
and 2013 in cities. The contribution of micro 
businesses to job losses ranged from 50.1 per 
cent in Worthing to 20.8 per cent in Aberdeen.

•	 Small businesses accounted for an average of 
36.6 per cent of job losses from SMEs in cities 
between 2010 and 2013. This ranged from 47.2 
per cent in Worthing to 31.1 per cent in Milton 
Keynes. Medium-sized businesses accounted for 
an average of 28.9 per cent of job losses in cities, 
ranging from 42.2 per cent in Milton Keynes to 
17.3 per cent in Huddersfield.

•	 More than a quarter of manufacturing SMEs 
(25.9 per cent) in cities reduced the size of 
their workforce between 2010 and 2013, with 
an average of 5 jobs lost. Manufacturing SMEs 
(excluding starts and closures) accounted for 10.6 
per cent of SME job losses compared to 9.2 per 
cent of SME job gains in cities. Manufacturing 
SMEs accounted for 31.3 per cent of SME job 
losses in Burnley compared to just over 1 per cent 
in Oxford. 

•	 Less than a fifth of KIBS SMEs (18 per cent) 
in cities reduced the size of their workforce 
between 2010 and 2013, with an average of 4.2 
jobs lost in cities. KIBS SMEs (excluding starts 
and closures) accounted for 20.1 per cent of 
SME job losses compared to 21.8 per cent of job 
gains. KIBS SMEs account for 33.1 per cent of 
SME job losses in Oxford compared to 5.4 per 
cent in Hastings.
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Table 5:
SME contraction

Rank City

Average employment 
loss per SME 

contracting, 2010-2013
SMEs contracting, 

2010-13 (%)
SMEs contracting, 

2008-11 (%)

Change in SMEs 
contracting, 2008/11 

to 2010/13

10 cities with lowest number of jobs loss per contracting SME

1 Worthing -2.6 20.8 17.1 3.7

2 Birkenhead -3.1 21.4 19.9 1.5

3 Swansea -3.1 20.4 21.6 -1.2

4 Huddersfield -3.2 21.5 21.5 0.1

5 Southend -3.2 19.6 17.3 2.3

6 Telford -3.2 23.4 19.8 3.6

7 Blackpool -3.2 23.8 21.3 2.5

8 Warrington -3.3 18.9 17.4 1.5

9 Bolton -3.3 21.3 21.5 -0.2

10 Grimsby -3.4 22.8 20.5 2.3

10 cities with highest number of jobs loss per contracting SME

55 London -4.4 18.5 18.1 0.5

56 Luton -4.4 19.9 21.2 -1.3

57 Leeds -4.4 21.6 20.2 1.3

58 Wakefield -4.4 21.9 21.1 0.8

59 Northampton -4.6 21.6 19.9 1.7

60 Milton Keynes -4.6 21.5 19.9 1.6

61 Belfast -4.7 33.0 29.6 3.4

62 Glasgow -4.7 20.0 20.6 -0.5

63 Edinburgh -4.8 19.7 19.5 0.2

64 Aberdeen -4.8 17.3 16.5 0.8

  United Kingdom -3.7 20.5 19.0 1.5

City Average -4.1 20.4 19.6 0.8

Source: ONS 2014, Business Structure Database, 2010 and 2013 data.
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Figure 11: 
Proportion of SMEs contracting with average jobs lost, 2010-2013

Source: Business Structure Data, 2014
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Closures

City-based SMEs were less likely to close between 2010 
and 2013 than SMEs located outside the 64 largest 
cities: 14.9 per cent of SMEs operating in 2010 had 
closed by 2013 compared to the national average of 15.7 
per cent. 

•	 Glasgow and Bolton saw the highest rate of 
closure between 2010 and 2013: 16.1 per cent of 
SMEs in 2010 had closed by 2013. 

•	 London also had a relatively high SME closure rate, 
15.7 per cent of 2010 SMEs had closed by 2013, 
reflecting high levels of competition in the city. 

•	 Rates of closure were lowest in in Cambridge and 
Oxford, at 10.9 and 11.3 per cent respectively. 

Table 6:
SME closures

Rank City
Business closures,       

2010-2013 (%)

10 cities with the highest closure rates

1 Glasgow 16.1

2 Bolton 16.1

3 London 15.7

4 Blackpool 15.5

5 Liverpool 15.5

6 Manchester 15.5

7 Birkenhead 15.5

8 Newport 15.5

9 Southend 15.4

10 Middlesbrough 15.4

10 cities with the lowest closure rates

55 Crawley 13.2

56 Belfast 13.2

57 Aberdeen 13.0

58 Mansfield 13.0

59 Wakefield 12.8

60 Telford 12.6

61 Norwich 12.6

62 York 11.9

63 Oxford 11.3

64 Cambridge 10.9

United Kingdom 15.7

City Average 14.9

Source: ONS 2014, Business Structure Database, 2013 data.
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Trade

37.4 per cent of SMEs in cities, on average, operated 
primarily with the local market. The proportion of 
city-based SMEs operating in local or regional markets 
rises to 52.7 per cent. 32 per cent of SMEs in cities, 
on average, operated in national70 or UK markets. Just 
14.8 per cent of SMEs in cities, on average, operated 
primarily in international markets.

•	 More than 50 per cent of SMEs operated 
primarily within the local market in Grimsby, 
Plymouth and Stoke. Less than a quarter of SMEs 
in Crawley and Milton Keynes operated primarily 
within local markets. Instead SMEs in these two 
cities tend to operate in national or international 
markets. 

•	 Aberdeen and Cambridge had the highest 
proportion of SMEs operating primarily within 
international markets, 34.6 and 32.3 per cent 
respectively. 

•	 There was a negative relationship between wages 
and the proportion of SMEs operating within 
the local market at city level; cities with highest 
average weekly wages tended to have lower 
proportions of firms operating primarily in the 
local markets.

•	 Cities with the highest proportion of high skilled 
workers also tended to have lower proportions of 
firms operating primarily in the local markets.

70.  England, Scotland or Wales.

Table 7:
Trade

Rank City
Firms operating primarily within 

the local market, 2011 (%)

10 cities with highest proportion of firms operating locally

1 Grimsby 54.2

2 Plymouth 52.1

3 Stoke 50.5

4 Swansea 49.2

5 Dundee 48.1

6 Sunderland 48.0

7 Middlesbrough 47.4

8 Gloucester 46.8

9 Blackpool 46.7

10 Telford 46.4

10 cities with lowest proportion of firms operating locally

55 Newport 32.6

56 Cambridge 32.3

57 Reading 30.3

58 Manchester 30.0

59 Edinburgh 27.5

60 Aberdeen 27.2

61 Rochdale 26.8

62 Glasgow 25.8

63 Milton Keynes 24.8

64 Crawley 23.5

City Average 37.4

Source: UKCES 2013, Employer Skills Survey, 2011 data
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High-growth strategies

SMEs with ‘high’ or ‘very high’ Product Market Strategy 
scores are referred to as adopting ‘high-growth’ strategies. 
This means firms are more likely to compete on quality 
rather than price, pursue innovation, offer customised 
good or services, and operate in competitive markets (see 
Box 4 in Chapter 2). 

• 46 per cent of SMEs in cities, on average, adopted 
‘high-growth’ strategies.

• Nearly 60 per cent of SMEs in Cambridge adopted 
‘high-growth’ strategies, 22.8 percentage points 
higher than Chatham, the city with the lowest 
proportion. 

• More than a quarter of SMEs in Aldershot, 
Blackpool and Hastings adopted ‘low’ or ‘very low’ 
growth strategies. 

 

Table 8:
High-growth strategies

Rank City
High and Very High Score on ‘Product 
Market Strategy’ Composite Measure

10 cities with highest proportion of SMEs with highest scores

1 Cambridge 59.6

2 Edinburgh 57.2

3 Brighton 57.1

4 Swindon 56.8

5 Derby 54.6

6 Gloucester 54.5

7 Northampton 53.1

8 Burnley 52.2

9 Hull 51.6

10 Warrington 51.4

10 cities with lowest proportion of SMEs with highest scores

55 Middlesbrough 39.3

56 Aldershot 39.3

57 Blackburn 39.2

58 Hastings 38.6

59 Doncaster 38.3

60 Blackpool 38.3

61 Worthing 38.1

62 Liverpool 37.5

63 Rochdale 36.9

64 Chatham 36.8

City Average 45.6

Source: UKCES 2013, Employer Skills Survey, 2013 data
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Investment in training

SMEs investing in training are likely to be more 
productive and adaptable. They are also likely to find it 
easier to retain staff. 

•	 Just fewer than 70 per cent of SMEs in cities, 
on average, trained staff either on-the-job or 
off-the-job in the last 12 months.  31 per cent of 
SMEs did not provide any form of training. 

•	 Three Scottish cities, Aberdeen, Glasgow and 
Edinburgh, were among the top cities with the 
highest proportion of SMEs investing in training. 
In Aberdeen, more than 82 per cent of SMEs 
provided some form of training in the 12-month 
period.

•	 Less than 60 per cent of SMEs in Sunderland, 
Newcastle, Southend and Middlesbrough 
invested in training. 

Table 9:
SME investment in training

Rank City
Proportion of SMEs that trained 

staff in last 12 months, 2013

10 cities with highest proportion of SMEs that trained staff

1 Aberdeen 82.5

2 Plymouth 80.8

3 York 79.2

4 Cambridge 78.0

5 Glasgow 77.5

6 Edinburgh 77.4

7 Southampton 76.6

8 Peterborough 76.4

9 Reading 76.1

10 Rochdale 75.4

10 cities with lowest proportion of SMEs that trained staff

55 Doncaster 63.4

56 Birmingham 62.9

57 Northampton 62.8

58 Newport 62.7

59 Barnsley 60.8

60 Swansea 60.3

61 Middlesbrough 59.8

62 Southend 58.5

63 Newcastle 58.2

64 Sunderland 57.7

City Average 69.0

Source: UKCES 2013, Employer Skills Survey, 2013 data.
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