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Foreword
 
The North West Small Business Index (NWSBI) clearly shows how businesses in the North West continue to be 
negatively impacted by the pandemic. It is clear that the local lockdowns imposed on the Region during the 
reporting period have taken their toll with sentiment towards revenue and investment some of the lowest in 
the country. At the time of writing we are moving into the second National Lockdown, this will inevitably leave 
many small firms facing the bleakest winter they have ever seen and the second deep recession in twelve 
months. We have consistently highlighted that far too many are still excluded from the Government’s efforts to 
help business owners – not least company directors and the newly self-employed and urgent clarity is needed 
on how these and all small businesses will be supported as we enter this second lockdown. For the longer 
term Business and Entrepreneurs in the North West have long been challenged to “level-up” the economy, but 
without support, certainty and confidence such aspirations will be impossible. Securing a swift and positive EU 

deal is imperative for many small businesses at what has been an extremely difficult time.

The North West Small Business Index (NWSBI)1, which measures confidence amongst 
businesses, is back in decline in Q3 after showing some signs of improvement in Q2. It 
currently stands at -37. In the last quarter the reading also stood at +45. 

Confidence in business performance is now in negative figures for small businesses in the North West. As 
Governmental advice in the area moves toward more restrictive practises, there has been a detrimental impact 
on Small Businesses confidence. Which, considering the substantial bounce back in confidence felt back in Q2, 
does suggest a reverse in progress.

The uncertainty in confidence witnessed amongst North West small businesses is apparent across the country, 
with index scores among all regions in negative territory. That being said, North West (-37) small businesses are 
among the lowest in terms of confidence and lower than the average for England (-33); reported to be lower 

only in the North East & Yorkshire (-37)West Midlands (-44).

Confidence in business performance for next 3 months shows a sharp decline in Q3, as 
restrictions begin to be placed in the North West

Fig.1 FSB Small Business Index: regional variation in small business prospects/confidence over coming 
three months

1 The  North West Small Business Index is a weighted index of the responses to the question: ‘Considering your overall business performance, and ignoring any 
normal seasonal variations at this time of the year, how do you view business prospects over the next three months, compared with the previous three months?’ 
The share of firms reporting ‘much improved’ are given the following weightings: +2, slightly improved +1, approximately the same 0, slightly worse -1 and much 
worse -2; the Small Business Index is derived from the sum of these factors.
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Federation of Small Businesses
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Compared with last quarter, and this quarter last year, reported confidence is lower in 
North West Small Businesses

Fig.2 FSB North West Small Business Index: small business confidence levels

Business Conditions
 
Overall sentiment towards revenue is negative, with small businesses in the North West among the most 
likely to report a decline in revenue in the last 3 months compared to other regions in the UK.

In Q3, over half (55%) of small businesses in the North West reported a decrease in revenue over the last 3 

months, as the nationwide lockdown had a considerable impact on spending opportunities for consumers. 

Some resilience was shown by businesses in the area, however, with 29% reporting an increase in profit levels 

over the period. 

Accordingly, with a net balance figure of -26% for Q3, the North West’s small businesses’ revenue were among 

the worst hit region in the country. Revenue was only worse hit in the West Midlands (-29%) and London (-36%)

The outlook for future revenue remains in negative territory in the North West. Once more, North West 

businesses are among the most negative compared with the rest of the country. A net balance of -23 expect 

growth in profits for the coming quarter, a figure more pessimistic in London (-24), The North East & Yorkshire 

(-33) and West Midlands (-34). 

A significant proportion of North West businesses do expect a further decrease in profits for the coming quarter 

(55%), with negative expectations more widespread than the UK average (50%). 

The proportion of North West Small Businesses reporting a decrease in revenue over the 
last 3 months of Q3 is the highest it’s been since NWSBI began
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Fig.3 FSB Small Business Index: net balance of small firms in North West reporting revenue (revenue 
question only asking in Q1 and Q3 phases of SBI – question is asked on a rotational basis)

Employment and Wage growth
 
North West small businesses continue to shrink in Q3, with 1 in 4 reporting a decrease in the amount of 
staff employed.

The employment picture amongst FSB members over the preceding three months showed that 24% had 

decreased staff numbers and only 7% had increased employment levels. Over half of Small Business’ staffing 

levels have been unaffected, with 61% reporting levels have ‘stayed the same’.

For the next quarter the intention is for 11% of businesses to increase headcount and 18% to decrease staff 

numbers. 

Wage Growth 

In the North West, around half of small businesses (51%) increased the average salary awarded across the 

business over the last 12 months – with 40% increasing the average salary by 2% or more. 

49% expect to see salary increases over the next 12 months, with 34% reporting the likely increase to be above 

2%. However predicted wage growth is considerably lower than 12 months ago; in Q3, 2019, 70% of Small 

Businesses expected to increase the average salary (with 49% expecting the increase to equate to 2% or more).

1 in 4 businesses (24%) have decreased the amount of staff employed over the last 3 
months of Q3
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Fig.4 FSB Small Business Index: change in people employed in the North West over last 3 months

Growth and Investment aspirations
 
In Q3, 2020, 45% of small businesses in the North West said that their growth aspirations in the next 12 months 

were to grow either rapidly (increase turnover/sales by over 20%) or moderately (up to 20%). 

The investment intentions for North West businesses are amongst the lowest in the UK heading into Q4 
(net -2% vs. UK average net +1%). The net balance of firms expecting to increase their investment in the North 

West stands at -2%, a figure only lower in the North East & Yorkshire (-4%).

Regarding the expected value of capital investment in the coming quarter, North West shows a -2% negative 

difference among those expecting an increase vs. a decrease. This figure was positive when taken at Q2 when 

the percentage difference at that point stood at +10%.

In the North West, the ‘general economic conditions in the UK’, ‘consumer demand’ and getting 
‘appropriately skilled staff’ are the greatest perceived barriers to growth over the coming twelve months.

In the North West, 10% of businesses have said they intend to contract the business in the next twelve months 

(to downsize, sell or close the business) – which has decreased from 22% at Q1. 
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If you require this document in an alternative format  
please email accessability@fsb.org.uk

About FSB

As experts in business, FSB offers members a wide range of vital business services, including advice, 

financial expertise, support and a powerful voice in Government. Its aim is to help smaller businesses 

achieve their ambitions. More information is available at www.fsb.org.uk


