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Executive Summary

This October edition of the Midlands Engine Regional Economic Impact Monitor covers a wide range of topics
relevant to opportunities and challenges in the Midlands, while assessing the impact of recent decisions and trends
on the region.

October was an important month for government announcements in the UK, with the new Chancellor delivering her
Autumn Statement and several other initiatives launched. Beyond the widely reported changes to employers
national insurance contributions and Capital Gains Tax, prominent investments were made in the Midlands:

* Funding of advanced manufacturing and green industries Investment Zones in the East Midlands and West
Midlands.

* Long-term funding for growth-driving sectors as part of the Industrial Strategy, including £975 million for the
aerospace sector over 5 years (including in the East Midlands), over £2 billion over 5 years to support the
automotive sector (including in the West Midlands), and the extension of Innovation Accelerators in the West
Midlands.

* The first integrated settlements for the West Midlands Combined Authority and further powers for the newly
established East Midlands Combined Authority.

Despite these promising announcements, the UK’s economic recovery is not yet secure. Structural changes will
require reform, not just investment. Businesses understand the fiscal backdrop the Government is facing and the
need to address public finances, but the British Chamber of Commerce says that must not be at the expense of
investment and growth.

Business confidence was shaky in the lead-up to the Budget with Midlands Businesses calling for greater certainty
on taxes and an overhaul of business rates. Midlands businesses are now more concerned about tax than inflation
and have reduced investments in training and machinery. The latest data reveals:

* The West Midlands Business Activity Index decreased from 52.2 in August 2024 to 51.2 in September 2024, and
the East Midlands Business Activity Index decreased from 51.9 in August 2024 to 51.4 in September 2024. The
UK Business Activity Index decreased from 53.8 in August 2024 to 52.6 in September 2024.

* Total business numbers have decreased in the Midlands Engine since last year (-0.9%) to 374,390 enterprises.
When compared to the 2023 snapshot, 4 sectors increased in the Midlands Engine area, business, professional
& financial services, creative, design & digital, healthcare & life sciences, and public sector including education.

* The Small Business Finance Markets 2024 report outlines the geographic patterns seen in UK small business
finance. External finance use among UK smaller businesses was trending upward in 2023; the West Midlands and
East Midlands exceeded the national average of the proportion of businesses using external finance, credit cards
continue to be the most used form of funding over the period, followed by bank overdrafts. The West Midlands
and the East Midlands were the lowest ranked regions in terms of number of announced equity deals per High
Growth Enterprise across the UK.

The latest labour market data presents a mixed picture. Employment has grown to 74.8%, unemployment is down

to 4.1%, and economic inactivity stands at 21.9%, marking improvements from earlier in the year. Concerningly, more

young people under 35 are out of work, with the proportion of those not in full-time education or employment at its

highest since the 1990s. Vacancies have also fallen to a three-year low, especially in lower-paying sectors like services

and healthcare, though 860,000 jobs remain unfilled. National surveys reveal the proportion of firms attempting to

recruit new workers falls to its lowest level in three years at 56%. Of those attempting to recruit 76% faced

difficulties.

* The Resolution Foundation Labour Market Outlook focuses on the new Growth and Skills levy, and using
apprenticeships as a way for firms to address skills shortages and individuals to boost their qualifications.

* Inequalities in educational attainment remain, particularly for disabled people and some ethnic minority groups.
This leaves a large proportion of young people with low skills, holding back their living standards and contributing
to stagnating national productivity.

This month features a series of different work around digital and Al opportunities in the Midlands, highlighting both
the challenges and opportunities to increase the region’s capability in developing an Al-driven economy. The
Midlands Engine is home to 300 Al businesses, most of these are focused on providing software and Al development
support to businesses in other sectors including advanced manufacturing, healthcare and transportation. 2


https://ifs.org.uk/publications/uk-economic-outlook-navigating-endgame
https://www.blackcountrychamber.co.uk/news/article/growth-tentative-as-uncertainty-remains/
https://www.british-business-bank.co.uk/sites/g/files/sovrnj166/files/2024-10/nations-and-regions-tracker-2024-report.pdf
https://www.resolutionfoundation.org/publications/labour-market-outlook-q3-2024/

1. Economic Impacts



Global and National Outlook

Global

US Economy

The Fed cut interest rates in September by a half point to
a range of 4.75% to 5%, following persistent signs of
easing inflation and a softening labour market. That
move marked the central bank’s first cut since the Covid
crisis of 2020. But signs of economic resilience and
rising bets of a Donald Trump victory in the election —
deemed by many as likely to have inflationary
implications — have raised questions over how much
further the Fed will loosen monetary policy.

The US economy grew at an annualised rate of 2.8% in
the third quarter, in the latest sign American consumers
remain resilient ahead of the US presidential election.

Middle East

Tensions in the Middle East continue, as the Israel-
Palestine conflict spills over into Lebanon. The
upcoming US election and new administration could
change foreign policy and US relations with the region.

Spanish floods

At least 155 people have died in southern and eastern
Spain as towns were inundated and road and rail links
severed in the most devastating flash floods to hit
Europe for several years. The president of the European
Commission, said heavy floods in Europe were the
“dramatic reality of climate change” and called on EU
countries to make better preparations for extreme
weather events.

National

Industrial Strategy Advisory Council

Clare Barclay, the chief executive of Microsoft UK, has
been appointed to a new role overseeing the British
government’s industrial strategy, and will provide advice
to the government in partnership with businesses,
unions and other stakeholders. The industrial strategy
will focus on eight sectors where the UK had a
competitive edge: creative industries, financial services,
advanced manufacturing, professional services,
defence, tech, life sciences and clean energy industries.
The Industrial Strategy Council will be a statutory body,
along the lines of the Office for Budget Responsibility
and the Committee on Climate Change, making it harder
for  ministers to ignore its findings and
recommendations.

Water Industry Review

A new commission will carry out a “root and branch”
assessment that will consider options for the regulation
of the industry, including a potential overhaul of Ofwat.

Graduates

UK graduates face the stiffest competition for jobs on
record as they seek to enter a slowing labour market
where the number of applications for each vacancy has
been supercharged by the use of artificial intelligence
(Al). Employers running graduate training schemes
received an average of 140 applications for each job in
2024, 59% more than in 2023. Al had made it easier to
apply for jobs at speed, pushing the volume of
applications up and their quality down and “creating
more rejections”. The fierce competition is partly due to
a UK-wide slowdown in hiring, which has been sharpest
in popular, highly paid sectors such as IT and consulting
that often employ large volumes of new graduates. A
pullback in graduate hiring by smaller companies meant
more students were competing for the remaining
places on big training schemes. Hiring in the wider
graduate jobs market has fallen outright, postings of
graduate jobs were 10% lower in September than a
year ago.

UK Minimum Wage

The UK’s minimum hourly wage will rise by 6.7% to
£12.21 from next April. The minimum pay rate for 18- to
20-year-olds will rise to £10 an hour — up more than
16% from £8.60 now, as ministers seek to bring it in line
with the adult rate. The hourly rate for apprentices and
those aged 16-17 will rise by 18% to £7.55. An adult
working full time at the “national living wage” will earn
an extra £1,400 a year, while those in the 18-20 age
group will earn an extra £2,500. Business groups have
warned that smaller employers in particular will struggle.

Bus Fares

The cap on bus fares in most of England will rise by 50%
to £3. It is unclear what savings the rise in the cap will
deliver.

Birth Rates
The birth rate in England and Wales fell to the lowest
level since records began nearly 90 years ago, according
to official data that highlights Britain’s demographic
challenges. The total fertility rate dropped to 1.44
children per woman in 2023, its lowest value since
records began in 1938, according to the Office for
National Statistics. The current rate is well below the 2.1
children per woman that is considered necessary to
maintain a stable population in developed countries
without migration. In England and Wales, it has been
declining  steadily since 2010. Falling birth
numbers could lead to a shrinking working age
population in the decades ahead, adding pressure on
the public finances and economic growth, according to
analysts.
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https://www.ft.com/content/9de31c27-1303-4373-90f9-2fb1d4137a48
https://www.ft.com/content/77fc8220-fda6-46d5-98f1-67451d2c9cca
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https://www.ft.com/content/03a14332-3048-4bf9-88a8-d965815c34cf
https://www.ft.com/stream/100e3cc0-aecc-4458-8ebd-6b1fbc7345ed
https://www.ft.com/stream/100e3cc0-aecc-4458-8ebd-6b1fbc7345ed

Autumn Budget 2024

The Autumn Budget for 2024 delivered by the Chancellor
of the Exchequer outlined changes in taxation, public
spending, investment and legislation that will impact
the UK with a plan for growth and stability.

Forecasts

The Office for Budget Responsibility (OBR) revised
previous estimates for economic growth. GDP growth
forecasts have been revised up slightly in for 2024 to
1.1%, however adjusted down for the years following to
2% in 2025, then 1.8% in 2026. CPI inflation is expected
to average 2.5% this year, 2.6% in 2025, then 2.3% in
2026.

Taxation

The budget contained changes to taxation for both
individuals and businesses. While income tax and VAT
remained the same, Capital Gains Tax increased from
10% to 18% for the lower rate and from 20% to 24% for
the higher rate. Employers’ National Insurance
contributions will also go up from 13.8% to 15% as well
as the threshold at which businesses start paying
National Insurance on a workers' earnings being
lowered from £9,100 to £5,000. Businesses will receive
40% relief on business rates for retail (a sector with
relative strength in the Midlands) and hospitality up to a
cap of £125,000.

Wages

The National Living Wage is set to increase by 6.7% to
£12.21 per hour from April 2025. Similarly, minimum
wage for 18-20-year-olds is set to increase from £8.60 to
£10 per hour, as well as minimum wage for under 18s
and apprentices increasing to £7.55 per hour.

Public Spending

An increase in real public spending of 1.5% (1.7% when
including capital spending) was announced. The NHS is
set to receive an increase of £22.6 billion in the day-to-
day health budget, and a £31 billion increase in the
capital budget including £1 billon in repairs and upgrades
and £1.5 billion to deliver capacity for more than 30,000
NHS procedures. An increase in education spending was
also announced with an additional £6.7 billion to the
Department for Education next year with £1.4 billion to
go towards rebuilding over 500 schools.

Investment Zones

Funding for Investment Zones and Freeports across the
UK was included in the budget, including the approval of
the East Midlands Investment Zone to support
advanced manufacturing and green industries as well as
Investment Zones supporting advanced manufacturing
in the West Midlands.

Investment

New investment announced included long-term funding
for growth-driving sectors as part of the Industrial
Strategy, including £975 million for the aerospace
sector over 5 years (including in the East Midlands),
over £2 billion over 5 years to support the automotive
sector (including in the West Midlands), and up to £520
million for a new Life Sciences Innovative
Manufacturing Fund. Additionally, the National Wealth
Fund plans to catalyse over £70 billion of private
investment. Additionally, a boost in public spending of
£100 billion over the next five years for in transport,
housing and research and development (R&D).

Local government and devolution

The first integrated settlements for Greater Manchester
and the West Midlands Combined Authorities from
2025-26 were announced as well as the next eligible
Mayoral Combined Authorities from 2026-27, giving
mayors local control over funding in a single flexible pot.
Furthermore, there will be £1.3 billion for additional
grant funding for local government, including £600m for
social care.

Housing

More than £5 billion of funding to deliver housing plans
was announced including £3 billion of additional support
for SMEs and the Build to Rent sector, in the form of
housing guarantee schemes to support the private
housing market. Additionally, the government
announced a reduction in discounts on the Right to Buy
scheme and to enable councils in England to keep all
the receipts generated by sales.

Transport

There will be an additional £200 million for City Region
Sustainable Transport Settlements, bringing local
transport spending for Metro Mayors in 2025-26 to £1.3
billion. Additionally, the government announced an
increase of £500 million for road maintenance as well as
plans to progress HS2 phase one to improve
connectivity between Birmingham and London.

Innovation

The budget announced the protection of record levels of
government R&D investment with £20.4 billion
allocated in 2025-26. This includes at least £6.1 billion
of support for core research. To ensure that the benefits
of Innovation and R&D are felt across the country the
budget announced the extension of Innovation
Accelerators to continue to bolster high-potential
innovation clusters in the Glasgow City Region, Greater
Manchester, and the West Midlands.


https://assets.publishing.service.gov.uk/media/672232d010b0d582ee8c4905/Autumn_Budget_2024__web_accessible_.pdf

THEME

KEY INSIGHTS

Outlook

* Recent data from the Office for National Statistics (ONS) reveals monthly real gross domestic product
(GDP) is estimated to have shown 0.2% growth in August 2024, after showing no growth in July
2024. Real GDP is estimated to have grown by 0.2% in the three months to August 2024 compared
with the three months to May 2024.

Recent ONS revisions edged down GDP growth by 0.1pp (percentage points) in the second quarter
of 2024 to 0.5%. While this does not significantly impact this year’s overall growth outlook, taken
with higher-frequency indicators, it does suggest a loss of momentum relative to the first half of the
year. Consequently, NIESR project the economy to expand by 0.2% in the third quarter and an early
forecast of 0.4% in the fourth quarter of 2024.

The EY Item Club Autumn Forecast expect the UK economy to grow 0.9% in 2024, down from the
1.1% growth projected in July’s Summer Forecast.

Looking further ahead, the EY ITEM Club thinks the ingredients are in place for the economy to grow
at around trend pace through 2025. The consumer outlook remains relatively upbeat, with
sustained real income growth likely to be bolstered by some dissaving. The lagged impact of past
interest rate rises and tighter fiscal policy are still emerging and will likely drag on growth moving
forward. As such, GDP growth expectations for 2025 have seen a significant downgrade to 1.5%.

Trading
Conditions

The Consumer Prices Index including owner occupiers' housing costs (CPIH) rose by 2.6% in the 12
months to September 2024, down from 3.1% in August. The Consumer Prices Index (CPI) rose by
1.7% in the 12 months to September 2024, down from 2.2% in August.

The EY ITEM Club thinks CPI inflation will rebound back above the Bank of England's target in
October, as September's base effects disappear and the 10% rise in Ofgem's energy price cap comes
into play. Headline inflation will likely rise further to around 2.5% according to NIESR.

The British Business Bank’s Nations and Regions Tracker reveals usage of external finance in the
East Midlands rose by 13 points to 48%. Businesses in the East Midlands increasingly drew on credit
cards as a form of external finance - with 20% of smaller firms utilising this type of lending in 2023,
up 9pp on the previous year, one of the highest increases reported. Usage of external finance in the
West Midlands rose by 14 points to 49%. Small businesses in the West Midlands were some of the
most reliant on bank overdrafts with 16% utilising them - up 5pp on last year.

The British Chamber of Commerce Quarterly Economic Survey reveals that following improvements
to business conditions in the first half of 2024, key indicators stalled or declined in Q3 — with
manufacturing suffering the most. Taxation is now more of a concern than inflation for business,
cited by nearly half of firms (48%). Business confidence has declined slightly, with 56% of firms
expecting an increase in turnover in the next twelve months. The proportion of firms expecting to
put up prices has levelled off (39%) after falls earlier in the year. Most firms (77%) are still not
increasing levels of investment.

The East Midlands Quarterly Economic Survey reveals businesses continue to project to make profit
over the next year but are currently investing less in machinery and training.

While the latest figures from the Black Country Chamber of Commerce survey showed 60% of Black
Country businesses are predicting an improvement in turnover over the next 12 months, well
above the latest national survey result but down from 71% in Quarter 2.

This has led to Midlands businesses calling for greater certainty on taxes ahead of the Autumn
Budget. 22% want a commitment from the government to replace business rates, potentially with a
local business income tax, with more than one in ten (15%) seeking assurances from the Chancellor
that full expensing capital allowances will remain for the life of this Parliament.

R3 reveal the monthly number of start-up businesses in the West Midlands has begun to rise again
after a sudden fall last month. This follows reports that the number of companies in the Midlands
filing for administration during the first nine months of the year has outpaced last year’s figures by
more than 10%, totalling 126 administrations.

Labour Market

The British Chambers of Commerce Quarterly Recruitment Outlook reveals that the proportion of
firms attempting to recruit new workers falls to its lowest level in three years at 56%. There are
sectoral differences with transport (73%), hospitality (70%) and construction (67%) most likely to be
attempting to recruit. Of those attempting to recruit 76% faced difficulties, up from 74% last quarter.
Construction (85%), manufacturing (80%) and hospitality (76%) firms face recruitment problems. 6



https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/latest
https://www.niesr.ac.uk/publications/calm-budget-growth-awaiting-fiscal-clarity-2?type=gdp-trackers
https://www.ey.com/en_uk/newsroom/2024/10/uk-economy-growth-forecast-downgraded-by-consumer-spending
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https://www.british-business-bank.co.uk/sites/g/files/sovrnj166/files/2024-10/nations-and-regions-tracker-2024-report.pdf
https://www.blackcountrychamber.co.uk/news/article/business-conditions-stall-as-tax-anxiety-grows/
https://www.emc-dnl.co.uk/2024/10/18/mixed-outlook-among-east-midlands-businesses-confidence-in-profitability-grows-but-spending-tightens-in-new-research/
https://www.blackcountrychamber.co.uk/news/article/business-confidence-among-black-country-firms-fell-in-third-quarter--new-survey/
https://www.insidermedia.com/news/midlands/midlands-firms-call-for-greater-certainty-to-stimulate-growth-bdo-llp
https://www.insidermedia.com/news/midlands/return-to-growth-for-the-number-of-west-midlands-start-ups-r3
https://www.insidermedia.com/news/midlands/midlands-administrations-outpace-last-year-interpath-advisory
https://www.blackcountrychamber.co.uk/news/article/quarterly-recruitment-outlook--fewer-firms-hiring/

Trends in UK Gross Domestic Product Per Head

Gross domestic product (GDP) is a measure of the total
output produced in a particular country, while GDP per
head is considered one indicator of economic
welfare. There has been a decrease in growth rates of
real GDP per head in recent years. This is because the
rate of increase in real GDP per head has slowed in
recent years as the population has increased at a faster
rate than the volume of output produced. The UK
population is estimated to have increased by an average
of 1% per year in 2022 and 2023, which reflected higher
immigration from non-EU nationals; this was the fastest
pace of UK population growth in over 75 years.

Average of yearly growth rates in UK gross domestic
product (GDP) and UK population by decade

% Real GDP Population GDP per head

1970s 2.7 0.1 25

1980s 2.6 0.1 25

1990s 21 03

2000s 1.7 0.6

2010s 2.0 0.7

2020s 11 0.7 03

In Quarter 2 (Apr to June) 2024, real GDP per head was
0.6% below its pre-coronavirus pandemic level, while
total real GDP was 2.9% above its pre-pandemic levels.

The pace of change in real GDP per head has slowed
since the turn of the century:

Real GDP Real GDP per head
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100
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The decline in real GDP per head in 2023 was mostly

caused by a slower pace of hourly productivity and lower
average hours worked.

GDP per head

Changes in real GDP per head can be measured using

three main factors.

* Hourly productivity, which measures the average
economic output produced per hour worked.

Source: The ONS

* Average hours per worker, which measures the
average number of weekly hours worked by each
person in employment.

* Employment-to-Population (EPOP) ratio, which
measures the share of persons in employment as a
percentage of the total resident population.

The figure below shows the latest estimates of the
cumulative change in real GDP per head since Quarter 1
2022, where there has been a decline over the last two
years. This decrease seems to have eased in 2024 as GDP
per head increased for two consecutive quarters.
However, it is still below its peak level from two years
ago. The decline in real GDP per head can mostly be
attributed to a slower pace of hourly productivity and
lower average hours worked. This may suggest that, in
response to recruitment difficulties in recent years,
firms were more inclined to retain labour than
previously.

Average hours worked recovered somewhat in 2024,
while hourly productivity remains below its pre-
coronavirus pandemic trend. The impact of this increase
in average hours worked on real GDP per head was
partly offset by a fall in the EPOP ratio since the second
half of last year, where there is some evidence of a
cooling in the labour market. Long-term sickness, ageing
of the resident population and net migration for reasons
other than work each may have been factors that
contributed to a higher population outside of the labour
force.

Real GDP per head, UK, Quarter 1 2022 to Quarter 2
2024:

===t~ Real GDP per head ® Hourly productivity ® Average hours worked

® Employment (% of population)

5 % change since Q1 2022

Q12022

Q22022 Q32022

Q42022 Q12023 Q22023 Q32023 Q42023 Q12024 Q22024

Productivity is important for economic prosperity, as the
only way that an economy can raise its living standards is
to produce more with existing or fewer resources.
Reduced productivity growth has affected the UK’s
economic performance since the global financial crisis.
The coronavirus pandemic was followed by a further

decrease in productivity. 7


https://www.ons.gov.uk/economy/grossdomesticproductgdp/articles/trendsinukrealgdpperhead/2022to2024#productivity-and-the-employment-to-population-ratio

Regional Business Activity

Business Activity Index

The West Midlands Business Activity Index decreased
from 52.2 in August 2024 to 51.2 in September 2024,
despite a decrease compared to the previous month, this
was the twelfth consecutive month of growth in the
region. Output growth was supported by new client wins
and repeat orders from existing customers.

The East Midlands Business Activity Index decreased from
51.9 in August 2024 to 51.4 in September 2024, signalling
a softer rise in output compared to the previous month.
The increase in activity was due to a sustained upturn in
new business and persistent demand.

The UK Business Activity Index decreased from 53.8 in
August 2024 to 52.6 in September 2024.

Business Activity Index Trends:

West Midlands
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Demand

The West Midlands New Business Index increased from
50.3 in August 2024 to 50.8 in September 2024, this is the
twentieth consecutive month of growth due to demand
resilience and the securing of new customers. The East
Midlands New Business Index decreased from 53.8 in
August 2024 to 52.3 in September 2024, despite a
slowdown, this was the second consecutive month of
growth. This growth was driven by larger order volumes
from existing customers alongside new client wins.

Exports

The West Midlands Export Climate Index decreased
from 51.8 in August 2024 to 50.9 in September 2024. Of
the top five export markets for the region, China and
the USA registered economic growth, albeit at softer
rates of expansion, while France, Germany and the
Netherlands all recorded a fall in output. The East
Midlands Export Climate Index decreased from 52.1 in
August 2024 to 51.1 in September 2024. Slower
expansions in output in key export markets including
the USA and Singapore weighed on the overall
improvement. Coupled with a renewed fall in activity
with France, joining Germany and Hong Kong.

Business Capacity

The West Midlands Employment Index decreased from
49.8 in August 2024 to 48.8 September 2024. The East
Midlands Employment Index remained at 48.3 in
September 2024. Respectively, this was the eight and
fifteenth consecutive monthly drop in employment.

The West Midlands Outstanding Business Index
increased from 45.5 in August 2024 to 47.5 in
September 2024. The East Midlands Outstanding
Business Index increased from 49.0 in August 2024 to
49.6 in September 2024.

Prices

The West Midlands Input Prices Index increased from
56.6 in August 2024 to 59.0 in September 2024. The
East Midlands Input Prices Index increased from 60.2 in
August 2024 to 60.4 in September 2024.

The West Midlands Prices Charged Index remained at
54.5 in September 2024. The East Midlands Prices
Charged Index increased from 54.6 in August 2024 to
55.1in September 2024.

Outlook

The West Midlands Future Business Activity Index
decreased from 76.1 in August 2024 to 69.8 in
September 2024, despite business confidence
remaining positive, it is at its lowest level since
December 2022. The main factors causing this decrease
were public policy uncertainty and economic difficulties
faced by European export partners.

The East Midlands Future Activity Index decreased
from 71.6 in August 2024 to 71.1 in September 2024.
Despite a slight decrease compared to the previous
month, business confidence remained positive with
proactive sales and marketing initiatives expected to
boost output in the coming year.

Source: NatWest: UK regional growth tracker report for September
2024, released September 2024. Please note, readings above the 50-
mark indicates growth. 8


https://www.natwest.com/business/insights/economics.html

2. Labour Market Impacts



Labour Market and Job Postings

The latest labour market data presents a mixed picture. Employment has grown to 74.8%, unemployment is down
to 4.1%, and economic inactivity stands at 21.9%, marking improvements from earlier in the year. However,
ongoing volatility in employment estimates means short-term changes should be viewed cautiously. Concerningly,
more young people under 35 are out of work, with the proportion of those not in full-time education or employment
at its highest since the 1990s. Vacancies have also fallen to a three-year low, especially in lower-paying sectors like
services and healthcare, though 860,000 jobs remain unfilled. Wage growth remains strong at 5% year-on-year.

The latest total unique job postings data shows that the number of postings across the Midlands dropped 23.9%
over the last six months to 729,379, however, the number of postings is high compared to the average for all
regions. The number of new job postings fell by 24.5% to 637,835, again the number of new job postings was high
compared to other regions. Despite employer demand narrowing, those seeking work - wanting a job, currently
remains heightened (1.8 Interest Quotient).

Overall Demand and Interest for the Midlands:
Source: Adzuna Intelligence
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The advertised median salary across the Midlands has increased by 10.6% year-on-year to £33,251 per year.

Salary Trends for the Midlands:

Source: Adzuna Intelligence
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Sectors Hiring in the Midlands
Job posting demand was greatest for roles in engineering (98k), teaching (94k) and sales (56k).

Source: Adzuna Limited Job Posting Intelligence, Accessed Sep 2024. The Interest Quotient uses jobseeker data to quantify the level of interest in particular roles.10



The Midlands Economic Activity

The latest data (full year to June 2024) from the ONS Annual Population Survey (APS) highlights —

In the year ending June 2024, the employment rate in the Midlands Engine area was 74.8%, compared to 75.4%
for the UK overall. When compared to the year ending June 2023, the Midlands Engine area increased by 0.5
percentage points (pp) while the UK decreased by 0.1pp. For the Midlands Engine area to reach national
proportions requires 41,331 working age residents to be employed.
* Within the Midlands Engine, 40 local authority areas have employment rates that were at or above the
UK average. When compared to the year ending June 2023, the employment rate in 30 of the Midlands
Engine local authorities increased.
The economic activity rate for the Midlands Engine area was 78.0% compared to 78.4% for the UK in the year
ending June 2024. For the Midlands Engine area, the economic activity rate has increased by 0.4pp since the year
ending June 2023, the UK decreased by 0.1pp. For the Midlands Engine area to reach national proportions
requires 23,517 working age residents to be economically active.
* Within the Midlands Engine, 38 local authority areas have economically active rates that were above the
UK average. Since the year ending June 2023, the economic activity rate in 30 of the Midlands Engine local
authorities increased.
For economic inactivity, the Midlands Engine rate was 22.0% compared to 21.6% for the UK overall in the year
ending June 2024. Since the year ending June 2023, for the Midlands Engine area, this decreased by 0.4pp while
the UK increased by 0.1pp.
* Asseen below, there was an increase in economically inactivity for those classed as sick (+2.5pp).
The modelled unemployment rate for the Midlands Engine was approximately 4.1% compared to 3.8% for
England in the year ending June 2024. For the Midlands Engine, this is a decrease of 0.2pp while England remined
unchanged since the year ending June 2023.

Labour Market Activity for the Midlands Engine in the Year Ending June 2024:

FRONIHRGIE

Midlands Engine
Working Age Population

6,360,900
I
Inactive Active
1,400,500 (22.0%) 4,961,300 (78.0%)

— —
{ R

Family/Home Sick Student Retired Other Unemployed Employed
244,500 418,200 344,800 139,300 110,100 211,700 4,757,000
(17.5%) (29.9%) (24.6%) (9.9%) (7.9%) (4.1%) (74.8%)

Figures may not sum due to rounding ond modeiled figures used for unemployed.

. Increase from the Year Ending June 2023

Decrease from the Year Ending June 2023

Source: ONS, APS, released October 2024. Please note, following a quality assessment, APS estimates have now been downgraded to "official
statistics in development" - Annual Population Survey: Quality assessment. Due to data gaps, modelled unemployment rate has been used. The
model-based estimate improves on the APS unemployment estimate by borrowing strength from the claimant count to produce an estimate
that is more precise. The claimant count is not itself a measure of unemployment but is strongly correlated with unemployment. The gain in
precision is greatest for areas with smaller sample sizes. Modelled unemployment rate is based on all people aged 16+ without a job who were
available to start work in the two weeks following their interview and who had either looked for work in the four weeks prior to interview or
were waiting to start a job they had already obtained. 11
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Labour Market Impacts: Claimants

There were 321,920 claimants aged 16 years and over in the Midlands Engine area in September 2024, an increase
of 5,095 claimants (+1.6%, UK +1.2%) since the previous month. There are 53,585 more claimants (+20.0%, UK
+17.7%) when compared to September 2023. East Lindsey had lower levels of claimants when compared to pre-
Covid-19 figures of March 2020 (-880).

Overall, for the Midlands Engine area the number of claimants as percentage of residents aged 16 years and over was
3.8% compared to 3.3% for the UK in September 2024.

Claimants as a Percentage of Residents Aged 16 Years and Over: Out of the 1,511 wards within the
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There were 57,670 claimants aged 16-24 years old in the Midlands Engine area in September 2024, a monthly
increase of 1,405 youth claimants (+2.5%, UK: +1.8%). Since September 2023, the number of youth claimants has
increased by 5,720 (+11.0%, UK +8.8%). Longer term, when compared to pre-Covid-19 figures, there were 4 local
authorities in the Midlands Engine that had lower levels than March 2020 and a further 2 that was the same level.

The number of claimants as a percentage of residents aged between 16-24 years old was 5.1% in the Midlands Engine
and 4.2% for the UK in September 2024.

Claimants as a Percentage of Residents Aged 16-24 Years:
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Labour Market Outlook: New Growth and Skills Levy

The Resolution Foundation Labour Market Outlook for
Q3 2024 provides insight into the evolving landscape of
labour market trends across the UK. This report focuses
on the new Growth and Skills levy, replacing the
Government’s Apprenticeship Levy and the importance
of using apprenticeships as a way of addressing firms to
address skills shortages and individuals to boost their
qualifications.

Skills Shortages

In recent years, particularly in the aftermath of the
Covid-19 pandemic, concerns around skills shortages
have risen, with firms across key sectors such as
hospitality and logistics reporting they are unable to
hire workers with the skills they need. These skills
shortages are not just holding businesses back from
hiring new staff; they are also impacting businesses’
ability to fully utilise their existing workforce. In 2022,
one-in-seven firms (15%) reported having at least one
employee who is not fully proficient. The skills gap
density — the proportion of workers that employers
judge as not fully proficient — has risen from 4.4% in
2017 to 5.7% in 2022.

The number of vacancies relating to skills shortages

Skills shortage vacancies as a proportion of all vacancies

201
Skills Gap by sector
Although there has been a rise in skills gaps across every
sector, there is considerable variation between sectors
when it comes to both the size of the skills gap and the
extent of the rise. Skills gaps tend to be larger in parts of
the private sector than in the public sector: for example,
the ‘Hotels & Restaurants’ sector had the largest skills gap
density in both 2017 and 2022 at 6.7% and 8.6%
respectively; on the other hand, ‘Education’ had the
lowest skills gap density in both 2017 and 2022, at 2.9%
and 3.4% respectively. There has also been a rise in the
skills gap density across sectors, irrespective of whether
the sector is mainly high- or low-paying. This is surprising,
given that in general, low-paid workers are far less likely
to receive training than those on higher pay and, when
they do receive training, it is more likely to be health and
safety training than training that will aid their career
progression or help them move jobs.

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Skills gap density by sector: UK, 2017 and 2022

Hotels & Restaurants ‘0 LR
Financial Services * *
Manufacturing * *
Business Services * ®
Wholesale & Retail * L]
Info & Comms * @58
Construction +* @ 54
Arts & Other Services * ®52
Prim. Sector & Utilities 22
Public admin.
Health & Social Work * 037
Transport & Storage L o ]
Education @34

0% 6% 8% 10%

ES: Skills gap density is the proportion of employees who are judged as not fully proficient.

Apprenticeships and solving the skills gap
Apprenticeships could be a promising solution to address
skills gaps, as they offer practical training on the job
alongside formal study. For businesses, training
programmes like apprenticeships can help employers
develop skilled workers internally, who then have the
specific skills their business needs, reducing the need to
recruit externally. It is estimated that a business gains by
£2,500-£18,000 per apprentice. There are also long-
lasting positive outcomes: 93% of apprentices are
employed or pursue further study after completing their
apprenticeship.

Inequalities in young people’s educational attainment

Despite the rapid increase in educational attainment over
time among younger workers, stubborn inequalities mean
that not all young people are benefitting from this trend.
In 2023, half of adults aged 25-28 are educated to at least
degree level, up from just 24% in 2000, while the
proportion with only GCSE-level qualifications or below
has fallen from 38% to 20% over the same period;
however, large inequalities in educational attainment
remain. For example, disabled adults aged 25-28 are
twice as likely as their non-disabled peers to have a
highest qualification at GCSE-level or below. There are
also large inequalities in educational attainment
between different ethnicities: 25-28-year-olds from a
Pakistani or Bangladeshi background have the highest
proportion of adults whose highest qualification is at
GCSE-level or below, at 26%; the same is true of 21% of
adults from a White background, and 14% each of those
from Indian and Black backgrounds. This highlights that
although there has been a rapid expansion of university
education, this has not benefitted all groups of young
people — and provision of sub-degree-level qualifications
has lagged. This problem is particularly severe in the UK
compared to other OECD countries and leaves a large
proportion of young people with low skills, holding back
their living standards and contributing to our stagnating

national productivity. 1
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Inequalities in apprenticeships

The apprenticeship achievement rate was just 55%
overall in 2022/23. However, there are inequalities
between demographics in achievement rates- for
example, in 2022/23, White apprentices had the highest
achievement rate at 56% , while Black apprentices had
the lowest achievement rate at 46%. Secondly, there are
disparities in the achievement rate by age: the lowest
achievement rate was among apprentices aged 24 and
above, at 52%, 7 percentage points lower than 19-23-
year-olds, who had the highest achievement rate (59%).
Third, inequalities exist by deprivation, with those from
the least deprived areas of the country (Quintile 5)
having an achievement rate 8 percentage points above
those from the most deprived areas (Quintile 1) (58%
versus 50%). By contrast, access to apprenticeships is
relatively equal between most demographic groups. In
2022/23, the proportion of apprenticeship starts was
relatively evenly distributed between men and women,
who made up 48% and 52% of apprenticeship starts
respectively, and among those from different IMD
deprivation quintiles, each of which accounted for
around 20% of apprenticeship starts.

Higher level apprenticeships

The number of those aged under 19 who are starting an
intermediate fell by 30,000 between 2017/18 and
2022/23, at the same time as there has been a clear
move towards higher-level apprenticeships, where
apprentices tend to be older (the number of higher-level
apprenticeship starts among those aged 25 and above
increased by 45,000 between 2017/18 and 2022/23; and
the overall number of apprenticeship starts among those
aged 25 and above has risen by 5,000). Furthermore,
higher-level apprentices aged 25 and above now make
up almost a quarter (23%) of all apprenticeship starts, up
from 8% in 2017/18.

Change in apprenticeship starts
Change in apprenticeship starts between 2017/18 and 2022/23, by age and level: England

+40k -

+20k -

20k +
A0k

-60k -
Under 19

19-24 25+

The impact on firms

The current Apprenticeship Levy, which was introduced in
2017, is a reasonably well-established settlement for
larger businesses (2% of firms are Levy-paying), with most
large businesses supporting using Levy funds through the
online Apprenticeship Service Account (ASA). But the
policy — and administration — surrounding SMEs is more
complex and leaves room for change. Small businesses
receive government funding for between 95-100% of the
cost of apprenticeships, and under the current policy,
larger firms can transfer up to 50% of their unused Levy
funds to other (often smaller) businesses — a strategy
that has been relatively widely used, with 530 employers
pledging over £35 million to support apprenticeships in
other businesses between September 2021 and
December 2023. But SMEs are still less likely to offer
apprenticeships than large employers; in 2021/22, 41%
of apprenticeship starts were at SMEs with little change
since the Levy was introduced in 2017/18. Apprenticeship
starts per 1,000 employees are lower in SMEs than in
large businesses. In 2021/22, there were 10
apprenticeship starts per 1,000 employees in small
businesses, 11 per 1,000 employees in medium
businesses, and 12 per 10,000 employees in large
businesses.

Apprenticeship starts per 1,000 employees, by business
size and ASA Levy support, England 2021/22

m Supported by ASA Le unds  mOther

Large (250+ employees)

Medium (50-249 employees)

Small (0-49 employees)

o
o
IS
@
@
5
2

Policy reform
The report suggests that policy must ensure that there
are sufficient apprenticeship opportunities for young
people aged 18-21 to make this guarantee meaningful. To
make the new youth guarantee a success, policy makers
should consider ring-fencing a portion of the Growth
and Skills Levy for young people: not only would this
help deliver the youth guarantee, but it would also
boost the number of apprenticeship starts that Levy
funding could support. The report also suggests the
importance of encouraging firms to provide their workers
with skills that don’t require a full apprenticeship to
acquire. Additionally, reform should focus on maintaining
high standards of training.
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3. Business Environment



Midlands Engine Business Activity, Size and Location

The latest snapshot data (March 2024) from the ONS UK business: activity size and location publication shows there
were 374,390 enterprises in the Midlands Engine area, a decrease of 0.9% (-3,535 enterprises) compared to March
2023 snapshot, the UK decreased by 0.1% - the second consecutive year for the UK to decrease.

Enterprises by Employment Size Band and Turnover Size Band

In the Midlands Engine area, 88.8% (332,460) of enterprises employed between 0-9 employees, below the UK
average of 89.1%. Compared to the 2023 snapshot, the Midlands Engine proportion increased by 0.1pp (but
enterprises decreased by 2,755, as the proportion of small enterprises decreased) compared to the UK which
remained unchanged.

The 2024 snapshot data shows that the Midlands Engine area had a higher proportion of enterprises than the UK
in the £250,000-£999,999 and £1m-£4.99m turnover size bands. Reflecting UK trends, the £0-£249,999 turnover
size band was the only one to decrease when compared to the 2023 snapshot. There was a decrease of 4.0% (-
10,315) for the Midlands Engine area and the UK decreased by 3.0%.

Enterprises by Employment Size Band 2024: Enterprises by Turnover Size Band 2024:
Midlands Midlands Engine UK UK Midlands Midlands Engine UK UK
Engine Percentage Percentage Engine Percentage Percentage
Micro (0 to 9) 332,460 88.8% 2,428,740 89.1% £0 - £249,999 246,300 65.8% 1,800,870 66.1%
Small (10 to 49) 34,180 9.1% 241,165 8.9% iggg’ggg ° 85,630 22.9% 619,230 22.7%
?gg‘:';”z“;')md 6,125 1.6% 43,580 1.6% £1m - £4.99m 31,680 8.5% 226,450 8.3%
. . £5m - £49.99m 9,470 2.3% 67,795 2.5%
Large (250+) 1,640 0.4% 11,285 0.4% £50ms 1295 0.3% 10,430 0.2%
Total 374,390 100.0% 2,724,770 100.0% Total 374,390 100.0% 2,724,770 100.0%

Enterprises by Defined Sector

Out of 10 sectors, the Midlands Engine has 6 sectors above the UK average: advanced manufacturing (6.4% vs
4.9%), energy & low carbon activities (6.1% vs 5.8%), healthcare & life sciences (4.5% vs 4.2%), public sector
including education (2.2% vs 2.0%), retail (16.6% vs 14.6%) and transport technologies & logistics (6.0% vs 4.3%).
Although for the Midlands Engine area, the sector with the highest proportion of enterprises was business,
professional & financial services which accounted for 29.7% (111,100) of the business base.

When compared to the 2023 snapshot, 4 sectors increased in the Midlands Engine area, these were: business,
professional & financial services (+0.6%, UK +0.8%), creative, design & digital (+1.1%, UK +0.2%), healthcare & life
sciences (+5.1%, UK +4.3%) and public sector including education (+1.4%, +1.3% UK). In contrast, in real terms the
Midlands Engine area saw the highest falls (by -3,435) in transport technologies & logistics (the UK also decreased).

Enterprises by Predominant Sector:
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Local Business Births and Deaths

The latest experimental low-level geographic analysis on
business births and deaths was released by the ONS in
October 2024, highlighting that business births and
deaths had decreased on the quarter; business births
and deaths have also both decreased when compared to
the same quarter last year. Business births remained
above business deaths for the second consecutive
quarter.

In Q3 2024, there were 8,835 business deaths in the
Midlands Engine geographic area, a decrease of 15.7%
from the previous quarter (Q2 2024), compared to a
13.2% decrease nationally. Also, Q3 2024 deaths figures
were lower (-9.1%) than the same quarter a year ago (Q3
2023) and this reflects the national picture where deaths
decreased by 4.2%. For the Midlands Engine area, the
latest quarterly figures when compared across all
quarters since Q1 2017 shows this was the fourth lowest
recorded figure.

Trends in Midlands Engine business deaths:
20,000
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16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000

Across the Midlands Engine local authorities, when
compared to the previous quarter (Q2 2024), business
deaths in 58 local authorities decreased, 4 remained
unchanged and 3 increased. When compared to the
same quarter in the previous year (Q2 2023) there were
49 local authorities that decreased, 4 remained
unchanged and 12 increased.

National data for main industrial groupings shows when
compared to Q2 2024, there were decreases in 9 of 16
main groups for business deaths. The most significant fall
was in the agriculture, forestry and fishing industry (down
27.3%) while the largest increase was in the finance and
insurance industry (up 12.6%).

Regarding business births, there were 10,355 in the
Midlands Engine geography in Q3 2024. This was a
decrease of 7.0% from the previous quarter (Q2 2024),
compared to a 7.6% decrease nationally.

When compared to Q3 2023, business births were
5.6% lower in the Midlands Engine area, reflecting
national trends (-3.7%).

Trends in Midlands Engine business births:
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Across the Midlands Engine local authorities, when
compared to the previous quarter (Q2 2024), business
births in 48 local authorities decreased, 7 remained
unchanged and 10 increased. When compared to the
same quarter in the previous year (Q3 2023) there were
42 local authorities that decreased, 8 remained
unchanged and 15 increased.

Nationally, the number of business creations decreased
in 14 out of 16 main industrial groups during this
quarter compared with Q3 2023. The most significant
decreases were in agriculture, forestry and fishing and
in health and social care where business births
decreased by 15.2% in both industries.

For the second consecutive quarter, business births
were higher than business deaths across the Midlands
Engine area - in Q3 2024 there were 1,520 more
business births than deaths.

Quarterly trends in Midlands Engine business births
and deaths:
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Small Business Finance Markets

The British Business Bank Bank’s fourth annual Nations
and Regions Tracker and Small Business Finance Markets
2024 report outlines the geographic patterns seen in UK
small business finance.

External finance use among smaller businesses

External finance use among UK smaller businesses
was trending upward in 2023, peaking in the third
quarter (Q3) at 54%, and falling back slightly to 49%
in Q4. Usage rates rose by 10 percentage points (ppts)
overall, from 36% in 2022 to 46% in 2023, reversing the
sharply declining trend observed in the previous year (by
seven ppts, from 43% in 2021). In the both the West
Midlands and East Midlands, the proportion of
businesses using external finance exceeded the national
average (49% and 48% respectively). Furthermore, the
West Midlands had the second highest percentage point
increase since 2022 of 14ppts.

Proportion of smaller businesses using external finance
by UK Nation and region: 2023 value and % change
from 2022

Nation/Region Proportion of smaller businesses using

external finance (2023)

Change from 2022 (percentage points)

Wales 53% 16
North East 52% 12
Northern Ireland 51% 13
West Midlands 49% 14
East Midlands 48% 13
South East 7% 12
Scotland 46% 8

London 45% 10
South West 49% g

North West 45% 10
Yorkshire and the Humber 44% 6

East of England 4%

UK 46% 10

Credit cards and bank overdrafts

The trends for different types of finance generally reflect
the overall improvement in smaller businesses’ external
finance usage between 2022 and 2023, although with
some exceptions. Credit cards saw the largest increase
in usage rates at the UK level (6 ppts) and were also the
most used form of funding over the period (17%),
followed by bank overdrafts (13%). The third most
frequently used type of finance among smaller
businesses was leasing, hire purchase and vehicle finance
(12%), which in 2023 overtook bank loans (11%). Some
areas stood out for their shifts in the usage of certain
types of finance; the most significant growth in usage of
bank overdrafts among smaller businesses occurred in
Wales (6 ppts, to 16% in 2023) the West Midlands and
the South East (5 ppts, to 16% and 15% in 2023
respectively). The East Midlands experienced notable
gains in the use of leasing, hire purchase and vehicle
finance (5 ppts, to 14% in 2023).

Borrowing intentions

In 2023, the proportion of smaller businesses that self-
described as future happy non-seekers of finance was
either declining or stable across every Nation and region
of the UK except Northern Ireland. The proportion of
would-be seekers of finance among UK smaller businesses
(19%) was 5 ppts higher than in the previous year at the
UK level and had grown in all UK Nations and regions
from 2022, except in Northern Ireland and the West
Midlands (both at 19%), where it had remained stable.
The proportion of smaller businesses agreeing that they
would be happy to use external finance to grow and
develop was only marginally higher in 2023 (33%) than in
2022 (31%) at the UK level, and even slightly declining in
the West Midlands and Wales.

Finance attitudes

Smaller businesses’ finance attitudes reflect cautious
optimism in the economy, but also ongoing challenges
across the UK Nations and regions. In 2023, the East
Midlands ranked highest in terms of businesses self-
describing as happy non-seekers of finance.

Smaller businesses self-describing as future happy non-
seekers of finance, 2022-2023:
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Economic Uncertainty
Uncertainty in the economic environment remained a
concern for investing businesses in 2023, with this being
expressed as the single biggest barrier to investment for
nearly 15% of businesses across the UK that believed they
had underinvested over the preceding three vyears.
Notably, the East of England and the West Midlands
reported rates well above the UK average, with 28% and
23% of businesses, respectively, citing this issue.

Trading Environment

Views on the trading environment marginally improved in
2023. Businesses in Yorkshire and The Humber, the
Midlands and the East of England displayed a slightly
more optimistic outlook than other regions, but were still
more likely to perceive threats as outweighing
opportunities overall. 18


https://www.british-business-bank.co.uk/sites/g/files/sovrnj166/files/2024-10/nations-and-regions-tracker-2024-report.pdf
https://www.british-business-bank.co.uk/sites/g/files/sovrnj166/files/2024-10/nations-and-regions-tracker-2024-report.pdf

Small Business Finance Markets

Business characteristics

According to the Bank’s latest Business Finance Survey,
smaller businesses’ confidence in their ability and skills
to obtain external finance can vary substantially across
the UK. London was the region with the highest
proportion of businesses who agreed they did not apply
for finance because they expected a rejection in 2023;
both the East Midlands and the West Midlands ranked
below the UK average for this measure. A smaller
proportion of innovation active businesses engaged with
finance in the Midlands than all other areas across the
UK except the Devolved Nations. Similarly, only the
South & East and the Devolved nations had a smaller
proportion of innovation-inactive businesses engaging
with finance than the Midlands in the same year.

Proportion of smaller businesses that reported having
engaged with finance in the last three years by
innovation activity in 2023:

s Finance Survey 2023 (unweighted n=571 for innovation-inactive businesses:
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Debt market trends

Demand for loans and overdrafts from major banks
remained subdued in 2023, but the steep decline seen in
2022 has eased across all UK Nations and regions. The
East Midlands had the second lowest number of loan
and overdraft facilities per 10,000 SME’s across the UK
in 2023, only the South East had fewer. The West
Midlands also ranked below the UK average in this
measure.

Number of loan and overdraft facilities per 10,000
SMEs:

Source: British Business Bank analysis of data from UK Finance and DBT’s Business Population Estimates

North East
Northern Ireland
Wales

Scotland

South West

North West

Yorkshire and
the Humber

London

No. of loans
and overdrafts |0 50 100 150 20 250 300 350 400 450 500

Ml Loans and overdrafts approved/increased in month per 10,000 SMEs (2021-2023 average) === UK average

Asset finance share vs SME population, 2022 and 2023:

2022 2023
Equity market trends

Although core debt products are relatively well matched
to SME populations across the UK Nations and regions,
equity funding is much less evenly distributed. London
historically attracts by far the largest share of equity

investment, both in terms of deal numbers and
investment amounts. The West Midlands and the East
Midlands were the lowest ranked regions in terms of
number of announced equity deals per High Growth
Enterprise across the UK.

Equity Deals

The number of announced equity deals declined across
all UK Nations and regions in 2023, though activity levels
were stabilising in H1 2024. The East Midlands has the
second smallest decline between 2022-2023 of -9%,
behind only Wales. Equity deals in West Midlands
declined by 21%, above the UK average of -25%.
Investment trends reflect the same results where the
East Midlands ranked second highest in percentage
change in investment value (at -6%) despite declining.
The West Midlands saw a decline of -48% over these
years, equal to the UK average.

Number and value of announced equity deals, 2022-
2023:

Nation/Region

Number of deals % change vs 2022 Investment value £bn % change vs 2022

(2023) (2023)

London 1,041 -28% 5.56 -48%
South East 96 -26% 087 -56%
Scotland 169 -21% 0.40 -50%
East of England 150 -21% 0.86 21%
South West mw -23% 0.27 -67%
North West 4 -31% 023 -67%
Yorkshire and the Humber 74 -17% 015 -36%
West Midlands n -21% 012 -48%
Wales 67 -8% o 23%

East Midlands 58 9% o -6%

North East 58 -23% 0.09 -40%
Northern Ireland 24 -33% 0.08 -24%

UK 2,152 -25% 8.84 -48% 19



Small Business Finance Markets

East Midlands

At the start of 2023, the East Midlands had a business
population of 381,334, an increase of 4% since the
previous year, accounting for 7% of the UK total. The
proportion of SMEs willing to use finance to grow stood
at 36%, an increase of 6pp since the last year. SMEs in
the East Midlands showed optimism with a decline of
12pp in terms of smaller businesses who anticipate
needing finance in the next 12 months to 34%. Finance
access increased in the East Midlands for loans and
overdrafts (by +2% equating to +1% in value).

In the first half of 2024, equity deals totalled 27 in the
East Midlands, with the value of equity deals increasing
by 41% to £103m, the third highest increase across
England. The value of equity deals involving spinouts also
increased to £19m in the first half of 2024, an increase of
46%. Business births increased by 2% compared to the
previous year in the first half of 2024, totalling 10,195 in

the East Midlands. Conversely, business deaths

0,
decreased by -15% to total 11,360.
Measure Period Value Change on Share of UK total/

i i of UK
previous
in reference year (see
Sources and notes)

Driving i growth - jic Context
Smaller business population (0-249 Start 2023 381,445 4% 7%
employees)
Business births H12024 10,195 2% &%
Business deaths H12024 11,360 -15% 7%
Firms per 10,000 resident adults Start 2023 955 3% -6%
High-growth enterprises 2022 670 0% &%
Gross Value Added, £m (current prices) 2022 128,795 7% &%
Gross Value Added per hour worked, £ 2022 34 1% 40
Gross Value Added per head of 2022 26,099 6% 33,227
population, £
Number of companies benefitting from 2023-24FY 1,510 - 7%
British Business Bank interventions
Number of Recovery Loans offered 2023 384 -52% 8%
Value of Recovery Loans offered, £m 2023 68 -62% 8%
Driving sustainable growth — Finance Demand
Proportion of SMEs willing to use 2023 36% 6pp 33%
finance to grow
Proportion of SMEs that view finance 2023 14% 3pp 12%
as a major obstacle
Proportion of SMEs that anticipate 2023 34% -12pp 35%
needing finance in the next 12 months
Proportion of SMEs aware of the British 2023 18% -2 pp 18%
Business Bank
Driving sustainable growth - Finance Supply
SME loans and overdrafts approved/ 2023 4,665 2% 6%
increased
SME loans and overdrafts approved/ 2023 829 1% 6%
increased, £Em
Equity deals H12024 27 -18% 3%
Equity deals, £m H12024 103 41% 2%
Backing Innovation
Proportion of firms that have invested in 2023 36% - 39%
R&D in the past year
Proportion of firms undertaking new-to- 2023 37% - 28%
market innovation
Equity deals involving spinouts H12024 a -33% 3%
Equity deals involving spinouts, Em H12024 19 46% 2%
Unlocking potential
Proportion of regional SME employment 2023 35% 2pp 26%
in the top 5 industries by CO2e per £m
GVA
Proportion of SMEs that face obstacles 2023 59% - 62%
to measuring and monitoring carbon
emissions
Number of Start Up Loans offered 2023-24FY 590 10% 6%
Value of Start Up Loans offered, £Em 2023-24FY 7 7% 6%

West Midlands

At the start of 2023, the West Midlands had a business
population of 447,570, an increase of 3% from 2022. The
proportion of SMEs willing to use finance stood at 29% in
the West Midlands, a decrease of 1pp annually. The
future outlook of SMEs in the West Midlands was
positive in 2023 with the proportion of smaller
businesses anticipating needing finance in the next 12
months decreasing by 16pp to 34%. Furthermore, the
proportion of businesses who see finance as a major
obstacle also fell to 10% (-3pp).

In the first half of 2024, equity deals in the West
Midlands totalled £26m across 30 deals, with the value
of equity delas decreasing by 61% since the previous
year. However, equity deals involving spinouts
increased in 2023 to £8m, an increase of (12%). Business
births in H1 2024 totalled 13,870 in the West Midlands,
an increase of 8% since the previous year. Conversely,
business deaths decreased by 22% compared to the
previous year to total 14,075 in H1 2024.

Measure Period Value Change on Share of UK total/
ious year ient of UK

inreference year (see
Sources and notes)

Drivi i growth - ic Context

Smaller business population (0-249 Start 2023 447,570 3% 8%

employees)

Business births H12024 13,870 8% 8%

Business deaths H12024 14,075 -22% 9%

Firms per 10,000 resident adults Start 2023 933 2% -8%

High-growth enterprises 2022 805 4% 7%

Gross Value Added, £m (current prices) 2022 160,370 9% 7%

Gross Value Added per hour worked, £ 2022 35 1% 40

Gross Value Added per head of 2022 26,632 7% 33,227

population, £

Number of companies benefitting from 2023-24FY 1,793 - 9%

British Business Bank interventions

Number of Recovery Loans offered 2023 469 -51% 10%

Value of Recovery Loans offered, Em 2023 79 -56% 10%

Driving sustainable growth - Finance Demand

Proportion of SMEs willing to use 2023 29% “1pp 33%

finance to grow

Proportion of SMEs that view finance 2023 10% -3pp 12%

as a major obstacle

Proportion of SMEs that anticipate 2023 34% -16 pp 35%

needing finance in the next 12 months

Proportion of SMEs aware of the British 2023 7% -2 pp 18%

Business Bank

Driving sustainable growth - Finance Supply

SME loans and overdrafts approved/ 2023 6,628 -1% B%

increased

SME loans and overdrafts approved/ 2023 844 -16% 6%

increased, £m

Equity deals H12024 30 -21% 3%

Equity deals, £m H12024 26 -61% 0.4%

Backing Innovation

Proportion of firms that have invested in 2023 4% - 39%

R&D in the past year

Proportion of firms undertaking new-to- 2023 30% - 28%

market innovation

Equity deals invelving spinouts H12024 3 50% 3%

Equity deals involving spinouts, £m H12024 8 12% 1%

Unlocking potential

Proportion of regional SME employment 2023 30% -App 26%

in the top 5 industries by COZe per £m

GVA

Proportion of SMEs that face obstacles 2023 53% - 62%

to measuring and monitoring carbon

emissions

Number of Start Up Loans offered 2023-24FY 757 -1% 8%

Value of Start Up Loans offered, £m 2023-24FY 9 -6% 7%
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SECTOR KEY INSIGHTS
* Studies suggest that, by 2035, widespread availability and use of 5G could add £159 billion to the UK
Tech / Digital economy. The primary economic benefits that 5G brings will be felt by businesses, through its role in

supporting operational efficiencies and the diffusion of innovations across industries. As a result,
consumers will mainly benefit indirectly.

Construction

Monthly construction output is estimated to have increased by 0.4% in volume terms in August 2024;
this follows a decrease of 0.4% in July 2024. The increase in monthly output came from growth in new
work (1.6%) as repair and maintenance fell by 1.0%.

Retail, Hospitality
and Tourism

Retail sales volumes (quantity bought) are estimated to have risen by 0.3% in September 2024,
following a rise of 1.0% in August 2024. Computers and telecommunications retailers grew strongly but
were partly offset by decreases in supermarkets. The next few months will be critical as retailers brace
themselves for the 'golden quarter,' with key shopping events such as Halloween and Black Friday
drawing near. Retailers will be using discounting strategies to stimulate consumer spending and manage
stock levels more effectively.

Amazon have revealed the economic impact in nations and regions in the UK. Since 2010 Amazon has
invested over £5 billion in the West Midlands. This investment led to the production of goods and
services that contributed over an estimated £4.6 billion to the region's GDP since 2010, created more
than 6,500 full and part-time jobs. Over 640 people have completed Amazon's employability skills training
programme, over 420 apprentices in the region, and supporting 8,800 SMEs exporting £450m goods in
2023. Since 2010 Amazon has invested over £5 billion in the East Midlands. This investment led to the
production of goods and services that contributed an estimated £4.5 billion to the region's GDP since
2010, created over 8,000 full and part-time jobs, over 990 people have completed Amazon's employability
skills training programme, 410 apprentices in the region, supporting over 6,300 SMEs selling over £210
million of export sales in 2023.

Manufacturing

Trade bodies representing steelmakers, manufacturers and renewable energy developers are asking the
Government to rule out introducing zonal pricing which would result in higher wholesale electricity
prices for regions lacking in generation capacity.

The introduction of a long-term industrial strategy will bring a surge of offshore manufacturing
production back to the UK. This is according to a major annual survey on the investment landscape for UK
industry published today by Make UK and RSM UK.

Environmental
Technologies

88% of Britain's local authority leaders would welcome a statutory duty to tackle climate change, but only
if it came with the necessary powers and funding, according to the latest report from UK100.

The UK is to publish a strategic spatial plan that maps where net-zero infrastructure such as renewables
generation and storage should be located across the UK.

Floating wind could be this century’s “biggest British industrial success story” if the right measures are put
in place to enable more projects to go ahead faster, a new report by the joint government-industry
Floating Offshore Wind Taskforce has revealed. The UK’s engineering prowess and exceptional wind
resources give it a head-start in the international race to build up a £1trn global floating wind energy
industry by 2050. It states that the UK’s floating wind industry can employ 97,000 people by 2050. This
could contribute £47bn to the UK economy.

A new industrial strategy for heat pump manufacturing in the UK is vital to achieving green economic
growth a new report from the Institute for Public Policy Research (IPPR) has warned. Heat pumps will be
needed to replace outgoing gas boilers, and the UK is well-placed to produce these products and capture a
share of much-needed jobs and investment. This creates huge market opportunities for British heat pump
manufacturers. Research finds that regions like the Midlands, the North East and Scotland stand to benefit
the most from the growth of heat pump manufacturing.

The UK is at serious risk of another energy crisis due to its heavy dependence on imported gas for
electricity and heating, according to a new report from the Energy Crisis Commission (ECC). The UK missed
several opportunities to invest in renewable energy, improve energy efficiency in homes, and enforce
building standards that could have reduced the country’s dependence on gas though electrification.

Transport
Technologies

New research has revealed that the UK automotive sector could increase its contribution to the
economy by £16.1bn by 2035, if it rapidly transitions to Battery Electric Vehicle (BEV) production. 21



https://www.smf.co.uk/wp-content/uploads/2024/10/Growing-connections-2024.pdf
https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/bulletins/constructionoutputingreatbritain/latest
https://www.ons.gov.uk/businessindustryandtrade/retailindustry/bulletins/retailsales/latest
https://www.ey.com/en_uk/newsroom/2024/10/ons-retail-sales-september-2024
https://www.aboutamazon.co.uk/impact-hub
https://www.edie.net/manufacturing-and-renewables-industries-voice-opposition-to-regional-electricity-pricing/?utm_medium=email&utm_campaign=edie_daily_news_alert_08-10-2024&utm_content=edie_daily_news_alert_08-10-2024+CID_f05d3fa0e489b307d75e1b7060a6511d&utm_source=campaign%20monitor&utm_term=Manufacturing%20and%20renewables%20industries%20voice%20opposition%20to%20regional%20electricity%20pricing
https://www.makeuk.org/insights/reports/investment-monitor-2024-using-data-to-drive
https://www.edie.net/uk-council-leaders-back-net-zero-duty-despite-implementation-nerves/?utm_medium=email&utm_campaign=edie_daily_news_alert_21-10-2024&utm_content=edie_daily_news_alert_21-10-2024+CID_8860a73046895fe137b2e8d4f3e21853&utm_source=campaign%20monitor&utm_term=UK%20council%20leaders%20back%20net-zero%20duty%20despite%20implementation%20nerves
https://www.edie.net/uk-to-publish-spatial-plan-to-map-clean-energy-infrastructure-and-cut-project-waiting-times/?utm_medium=email&utm_campaign=edie_daily_news_alert_23-10-2024&utm_content=edie_daily_news_alert_23-10-2024+CID_a86c17662a90c7b7f0aaf5026fc61d86&utm_source=campaign%20monitor&utm_term=UK%20to%20publish%20spatial%20plan%20to%20map%20clean%20energy%20infrastructure%20and%20cut%20project%20waiting%20times
https://www.edie.net/floating-wind-could-be-the-uks-industrial-opportunity-of-the-century/?utm_medium=email&utm_campaign=edie_daily_news_alert_11-10-2024&utm_content=edie_daily_news_alert_11-10-2024+CID_7fdf394c0b118b2666a2ea33378eb0c9&utm_source=campaign%20monitor&utm_term=Floating%20wind%20could%20be%20the%20UKs%20industrial%20opportunity%20of%20the%20century
https://www.edie.net/uk-risks-job-losses-due-to-go-slow-on-heat-pump-manufacturing/?utm_medium=email&utm_campaign=edie_daily_news_alert_14-10-2024&utm_content=edie_daily_news_alert_14-10-2024+CID_c7bfef02457162530c4957b3fc2dd049&utm_source=campaign%20monitor&utm_term=UK%20risks%20job%20losses%20due%20to%20go-slow%20on%20heat%20pump%20manufacturing
https://www.edie.net/uk-underprepared-for-future-energy-crises-expert-commission-warns/?utm_medium=email&utm_campaign=edie_daily_news_alert_16-10-2024&utm_content=edie_daily_news_alert_16-10-2024+CID_9230536f16e2c218a24d0977d9208bd9&utm_source=campaign%20monitor&utm_term=UK%20underprepared%20for%20future%20energy%20crises%20expert%20Commission%20warns
https://www.edie.net/report-ev-transition-could-add-16bn-to-uk-economy-by-2035/?utm_medium=email&utm_campaign=edie_daily_news_alert_11-10-2024&utm_content=edie_daily_news_alert_11-10-2024+CID_7fdf394c0b118b2666a2ea33378eb0c9&utm_source=campaign%20monitor&utm_term=Report%20EV%20transition%20could%20add%2016bn%20to%20UK%20economy%20by%202035

4. Artificial Intelligence (Al) / Technology Industry



Al in the Midlands

In collaboration with Keele University, the Midlands
Engine looked to map what current Al capabilities exist
within the Midlands and what impact Al will have on
business growth, which resulted in an insight summary
report and a full technical annex. Al is defined as:

Artificial Intelligence (Al), is ‘technology that enables
computers and machines to simulate human learning,
comprehension, problem solving, decision making,
creativity and autonomy’ (IBM, 2024).

Midlands Al Landscape

The report revealed that the Midlands is home to
approximately 300 Al businesses, representing 10% of
those in the UK. It also found that most of these Al
companies are focused on providing software and Al
development support to businesses in other sectors
including advanced manufacturing, healthcare and
transportation.

In the East Midlands, Al is most heavily involved in data
infrastructure and advanced manufacturing, followed by
MedTech, life sciences, research and consulting, Omics,
pharma and energy. In the West Midlands, Al shows
strong activity in advanced manufacturing and data
infrastructure, alongside sectors such as Software-as-a-
Service (SaaS), MedTech, FinTech, Sensor Technology,
Cybersecurity and software development.

Barriers to Al Adoption

The primary barriers faced by Midlands organisations

looking to foster Al innovation are:

* The gaps in large scale
infrastructure

* Competition from other regions like London and the
South East

* Greater public and private investment is required as
well incentivising employees so talent cultivated in
the region remains in the region.

developments in

The classification of Al techniques:

Al Perspectives: Qualitative Interviews

* Al Understanding. The general UK population is
largely oblivious to Al developments and may be
influenced by media portrayals, often resulting in
misinformation around the technology.

* Education. Literature highlights the importance of a
highly educated workforce to facilitate growth in the
Al industry with emphasis on constant training, with
the importance of apprenticeship-style courses.

* Investment. Access to substantial venture capital and
government funding is essential for innovation,
especially given the high-burn through rate of many
tech businesses. Investors must recognise that most
projects will fail, making collaboration with
government bodies vital as they can provide subsidies
for innovation.

* Infrastructure. Development of Al innovation or any
hub requires investment into local infrastructure. This
can take two forms: (1) primary infrastructure (high-
speed internet, test facilities etc.) and (2) secondary
infrastructure, place-making, focusing on the wider
area and quality of life. A great example of this is
Silicon Valley, known for connections to governments
and education institutions, as well as a vibrant
culture.

Recommendations

The report provides the following recommendations for
the UK government, Midlands’ local governments and
industry stakeholders to increase the region’s capability
in developing an Al-driven economy:

* Enhance Al literacy and education

* Invest in infrastructure to grow Al capability

* Update HMRC SIC Codes to include Al representation
* Implement ethical and sustainable policies

* Set up a Midlands Al Venture Capital ecosystem

Artificial Intelligence
Ability to mimic human tasks that

Machine Vision

Voice
Recognition

require thought

Deep Learning
Neural networks adapt and learn from
large datasets making predictions

Generative Al
Creates new content based on

\ its training data

Natural language
processing
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https://midlandsengineobservatory.org/wp-content/uploads/2024/10/ME_AI-in-the-Midlands_October-2024.pdf
https://midlandsengineobservatory.org/wp-content/uploads/2024/10/AI-Midlands-Engine-report-v3_FINAL.pdf
https://www.ibm.com/topics/artificial-intelligence

UK Tech SMEs Driving Economic Growth and

Innovation

The new techUK report finds that technology SMEs are central to the modern success story that is the UK’s
technology industry. SMEs have pioneered innovations in emerging technologies, created highly skilled and highly
paid jobs, transformed public services, and led the emergence of regional tech clusters.

Data highlights * 7.5 years average age of a tech SME
* 191,000 tech SMEs in the UK * 7% tech SMEs received equity investment
* 700,000 people employed by tech SMEs * 2% tech SMEs received a large innovation grant

Main Challenges

Access to scale-up finance

Commercialisation of innovative technologies
Generating sales prospects in public and private sectors
Lack of available talent

Regional disparities in infrastructure and resources
Cash flow and late payments

Recommendations
Tracking:

Improve public data leads on UK companies and publish data on a regular basis to improve policy making and
interventions for SME support.

Finance and Funding:

Unlock more investment for SMEs looking to grow by continuing the delivery of Mansion House Reformes,
including a range of reforms to private pensions to ensure they are as effective as possible in unlocking
institutional investment.

Drive greater diversity into the scale-up ecosystem through targeted initiatives, including the Venture Capital
Fellowship programme.

Restore confidence in the UK’s flagship R&D tax relief scheme, prioritising longer-term policy stability, effective
administration from HMRC and better support for SMEs.

Simplify the process for securing public grants, such as Innovate UK, and explore options to provide more grant
funding and support for the commercialisation of innovative technologies.

Generating sales opportunities:

Establish a commercialisation Tech Taskforce comprised of regulators, businesses and government to identify
markets within the UK where tech innovation could drive significant change.

Establish the new Technology Procurement Delivery Body (TPDB) that includes Ministers and high-ranking civil
servants to improve procurement processes and tackle existing barriers to procurement that levels playing field
for SMEs.

Engage with tech SMEs to identify what information and support they need to expand and export internationally
to inform how to improve and update government insight and support on expansion in foreign markets.

Talent:

Deliver the new Growth and Skills Levy and work with the tech sector to create a Digital Skills Toolkit. This will
increase digital skills provision across the UK and encourage a more diverse and inclusive tech sector.

Develop practical ideas to connect scale-ups to pools of talent, for example by facilitating partnerships with
universities, allowing greater certainty over when visas will be granted by the Home Office and connecting SMEs to
national and devolved government skills initiatives.

Accelerating regional ecosystems:

Deliver on the recommendations of the Harrington Review to create a more joined up investment offer with the
support of metro mayors and devolved governments.
Review different SME support initiatives across the UK’s nations and regions to identify how to better facilitate

joined up thinking and reflecting on best practice.
24


https://www.techuk.org/resource/techuk-report-uk-tech-smes-driving-economic-growth-and-innovation.html

UK Tech SMEs Driving Economic Growth and

Innovation

Regional Breakdown Number of people employed by Company HQ ITL2
Over half of UK tech SMEs continue to be based in location

London, the South East and the East of England. Outside
of these areas, Greater Manchester, West Midlands and

Number of people employed by Company HQ ITL2 locatio

West Yorkshire are the subsequent largest regions, with Fyi) Employee count
these three regions home to over 16,000 tech SMEs. The
location of tech SMEs in different parts of the UK |westMidlands 12,939
continues to illustrate the urban-rural divide highlighted
in techUK’s Local Digital Index, as more congregate |Leicestershire, Rutland and Northamptonshire 10,139
around urban areas.
unau Derbyshire and Nottinghamshire 16,153
Number of UK tech SMEs by ITL2 Herefordshire, Worcestershire and Warwickshire 9,851
W Ty CIO I FENESN | Lincolnshire 3,216

The amount tech SMEs raised in investment also varies

West Midlands 5303 |, .., . .
significantly by region. A greater proportion of West
Leicestershire, Rutland and Northamptonshire 3399 | Midlands companies received equity investment than in
other Midlands Engine areas such as Lincolnshire,
Derbyshire and Nottinghamshire 3306 | Shropshire and Staffordshire.
Herefordshire, Worcestershire and Warwickshire 3184 Equity Investment
Shropshire and Staffordshire 229 i Total countof ~ Has secured Proporion :
ITL2 location : : : secured equity
companies equity funding "
funding
Lincolnshire 872
West Midlands 4817 202 479%
Tech SMEs also make a significant contribution to |Leicestershire, Rutland and Northamptonshire 2,964 108 3.64%
employment and job creathn acros§ the nations and berbyshire and Notinghamshite 2808 1o 1
regions. As a result of the regional split of the number of - - —
tech SMEs across the country, the Iargest number Of Herefordshire, Worcestershire and Warwickshire 2,724 119 4.37%
people employed by tech SMEs continues to be |shropshire and Staffordshire 2,041 62 3.04%
companies based in London, the South East and East of | cmehire 8 2 2045

England. Nevertheless, tech SMEs based in areas such as
West Yorkshire, Greater Manchester and West Midlands Grant funding also varies by region. Areas that have
employ a significant number of people. These jobs will clusters around leading universities, such as East Anglia,
often be highly-skilled and highly-paid in innovative expectedly have much higher proportion of grant
industries, such as quantum computing. funding than areas without.

The average age of tech SMEs also varies by location, Grant Funding

illustrating once again the urban-rural divide. Cumbria Proportion

had the highest, with the average age of a tech SME 10.2 FEARe Hessecwred o grant
years, whilst Inner London — West has the lowest at 5.35 grant funding funding

years. This perhaps reflects the higher density of tech

SMEs in urban areas, but also the attractiveness of |'/estMidands 99 2.06%
some of these urban areas to start-ups, which often fail Leicestershire, Rutland and Northamptonshire 66 2.23%

within the first three years and therefore may reduce
the average age. Many spin-outs will emerge from |Derbyshire and Nottinghamshire 82 2.83%
universities within city regions, particularly within the
Golden Triangle region, adding to the lower average
age. Tech SMEs based in these urban areas are also more | shropshire and Staffordshire 27 1.32%
likely scale quicker, receive more investment and
therefore exit quicker, often through acquisitions.

Herefordshire, Worcestershire and Warwickshire 56 2.06%

Lincolnshire 19 2.43%
o 25




DISCLAIMER OF LIABILITY

Every effort is made to provide accurate and complete information however we make no claims, promises or
guarantees and expressly disclaim any liability for errors, omissions or actions taken by others on the basis of
information provided.

For any queries please contact: Professor Delma Dwight (Delma.Dwight@theeiu.org)

MIDLANDS

ENGINE
OBSERVATORY

THE PAN-REGIONAL PARTNERSHIP FOR THE MIDLANDS
The Midlands Engine connects, champions and amplifies the work of its partners.


mailto:Delma.Dwight@theeiu.org
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