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It is fair to say that 2020 has been 
a challenging year for SMEs, and 
as we come to the end of 2020, 

there are several key challenges that 
SMEs are likely to face throughout 

2021. We hope that this report, and 
recommendations will help provide a 

head start to SMEs to be able to assist 
them with their planning to tackle this 

challenges head on.

Greg Guilford, CEO, HR Solutions

“
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INTRODUCTION
The COVID-19 pandemic has affected almost every industry across the globe, changing the way that we live and work. In October 2020, 
HR Solutions and Deloitte Propel conducted the SME Challenges Post-COVID-19 Survey to closely examine the impact of coronavirus on 
small to medium enterprises (SMEs), and gather feedback from UK business leaders on the challenges they expect to face over the next 12 
months. The survey also covered key topics surrounding finance, HR and health and safety.

SME leaders answered a short series of multiple-choice questions, selecting up to 

3 responses per question. By collecting a more qualitative spread of data, multiple 

relevant factors can be assessed. This helps to identify wider issues where SMEs 

may need additional support, such as Brexit, COVID-19 risk assessment, and IT se-

curity. Recommended solutions and resources are also provided within this report.

Since the survey’s conclusion, companies have found themselves in a different po-

sition once again, with the UK in its second national lockdown. This demonstrates 

the turbulent nature of these unprecedented times for business; the closure of 

SMEs for the second time this year will impact job security, employee wellbeing, 

and various other important factors.  At the time of publishing this report, there 

are many hopes of a vaccine being ready and rolled out over the coming months, 

but the future for SMEs still looks uncertain. 

As expected, the survey findings paint a largely negative picture of the current 

business landscape. But there is a silver lining - the potential for UK businesses to 

inspire positive action for change. The results also reveal how leaders are shifting 

their attention towards cultivating a more open, supportive, and inclusive work 

culture. Mental health, for example, was a priority for most SMEs surveyed.

This is an encouraging sign. While businesses may be struggling to recover from 

COVID-19 financially, it’s clear that by bringing these traditionally ‘secondary’ 

issues to the forefront of corporate business, SMEs are preparing for a more 

positive future. With access to the right resources and dedicated finance and HR 

support, SMEs are ready to bounce back stronger in 2021.

INTRODUCTION
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When asked about the 3 biggest challenges to their business over the next 12 months, SME leaders shared similar concerns:

MAIN CHALLENGES

CHALLENGES

Brexit

COVID-19 (second spike)

Recession

Business financial performance

Securing new business

Keeping pace with changes in technology

Information security

New legislation

Cash flow

38%

78%

65%

25%

38%

9%

4%

12%

32%
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COVID-19 Second Spike
78% of SMEs were right to be concerned about 

another wave of coronavirus, with a second 

nationwide lockdown coming into effect on 5 

November 2020 and non-essential businesses (i.e. 

non-food, logistical or pharmaceutical) forced to 

close. Over 76,000 London SMEs permanently 

closed their doors during the first lockdown1  in 

March 2020, unable to continue trading. These 

figures may be exclusive to the capital, but provide 

sobering insight into the scale of the impact 

COVID-19 is having on UK business, with SMEs 

across the country experiencing the same struggle 

to survive.

Recession
Money is on SMEs’ minds. Due to COVID-19, the 

economy shrunk by 20.4% between April and June 

this year alone2, with the UK entering an official 

period of recession in August. Cost cutting was top 

of SME agendas long before the second lockdown, 

with 64% focused on reducing operational costs 

over the next 12 months3  to conserve cash, and 

over a third (38%) concerned about securing new 

business. Although financial impact has been 

somewhat cushioned by government initiatives 

(BBLS, CBILS) and the furlough scheme which have 

all been extended, SMEs are now also contending 

with the worst UK recession on record4. They will 

almost certainly feel the pinch.

Brexit
38% of SMEs said that Brexit was a major challenge 

to their business, with 26% reporting that it would 

have the biggest impact on decision making over 

the next 12 months5. At the start of the year, all eyes 

were on Brexit and the need to develop effective 

contingency plans in the event of No Deal. With this 

outcome looking increasingly likely, businesses must 

prepare for changes to trading and employment 

legislation. YouGov statistics reveal that 4 in 10 

(38%) of SMEs feel unprepared for Brexit and 

expect it to negatively impact their business, higher 

still among SMEs that import from outside the UK 

(46%)6. For SMEs with EU nationals, or who rely on 

international product sourcing, manufacturing or 

supply chain logistics, Brexit will present its own 

challenges. It’s predicted that delays and disruptions 

are likely to peak in the first two weeks of January, 

and could last up to three months7.

1  Over 76,000 small London businesses permanently closed during coronavirus lockdown – MyLondon, 

June 2020
2  UK officially in recession for first time in 11 years – BBC News, August 2020
3  See Figure 6, Appendix
4  Covid-19: UK economy plunges into deepest recession since records began – The Guardian, August 2020

5  See Figure 5, Appendix
6  Four in ten SMEs not ready for Brexit – YouGov, January 2020
7   How businesses can prepare their supply chains for Brexit – Supply Chain Digital, October 2020

CHALLENGES

www.hrsolutions-uk.com 5



RECOMMENDATIONS FOR SMES

Coronavirus Support

Companies should continue to follow UK government 

guidelines and act accordingly. You can also read online 

support guides, such as coronavirus advice for employers, 

where you’ll find helpful articles and webinars.

Brexit

If you’re concerned about the risk Brexit may pose to 

your business, a free HR, Health and Safety Risk Audit is 

recommended. This ensures you’re covered in terms of 

GDPR data compliance, HR, and COVID-19 risk assessment. 

International HR support services are also available to help 

with managing operations overseas.

Interim HR Support

For SMEs without a HR department, or who are unable 

to commit to the cost of year-round support, interim HR 

services are an ideal solution. With HR support delivered 

on an ad-hoc basis, it’s a flexible and cost-effective way to 

manage projects in the short term – an especially useful 

resource during seasonal or peak periods.



FINANCE
Unsurprisingly, a quarter of SMEs (25%) marked financial performance as an overarching concern for the next year:

Profitability

79% of SMEs cited profitability as a major challenge 

for 2021, in keeping with the current economic 

climate. Considering that 99.9% of British businesses 

are SMEs (with 250 employees or less) and generate 

51% of all UK business turnover8, it’s important to 

recognise that profitability is not only essential for 

business, but the UK economy as a whole. A survey 

by the Office for National Statistics reveals that in 

October, just 10% of organisations saw an increase in 

turnover for this period, versus 45% who experienced 

a decrease9.  COVID-19 has stunted growth and 

prevented businesses from thriving across almost 

every sector - an issue for the 68% of SMEs who said 

profitability is the biggest factor driving their deci-

sion making10. If a business isn’t turning over profit, 

there’s no room to scale. SMEs no longer have clear 

visibility for their future.

8  UK SME Data, Stats & Charts – Merchant Savvy, February 2019
9  Coronavirus and the economic impacts on the UK: 5 November 2020 – Office for National Statistics, November 2020
10  See Figure 5, Appendix

FINANCE

Cash flow

Profitability

Cost Management

Debt serviceability
(including BBL/CBILS)

End of furlough scheme

Redundancy payments

Less funding/grants available

75%

61%

79%

7%

28%

18%

26%
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Cash Flow and Cost Management

Similarly, 75% of respondents said that cash flow was 

a major issue, with just under half (49%) indicating 

that cash availability would dictate decision making 

over the next 12 months11. Last year, almost 1 in 7 

small business owners were unable to pay employees 

due to cash flow issues, affecting 2.2 million UK 

workers12. Late payments from suppliers or clients, 

a decline in sales, and ineffective cost management 

can all restrict cash flow, with 61% of SMEs reporting 

cost management concerns. Where companies are 

struggling to pay employees, this leads to increased 

reliance on furlough support and government 

loans to protect jobs, or worse, redundancies. UK 

redundancy figures rose to a record high of 314,000 

between July and September 2020 – an increase of 

181,00013. This surge may explain why 16% of SMEs 

expect to have to make further redundancies over the 

next year14. Companies are also still under pressure 

to make employees feel valued for their loyal service, 

offering paid-for perks and performance bonuses to 

avoid losing staff to competitors. This is increasingly 

difficult to maintain when SMEs are trying to 

minimise costs and maximise turnover.

79% 
of SMEs stated profitability as a big 
concern for 2021.

11  See Figure 5, Appendix
12  SMEs’ most common issue is cashflow – UKTN, April 2019
13  Labour market overview, UK – Office for National Statistics, 

November 2020

14  See Figure 6, Appendix
15  HMRC coronavirus (COVID-19) statistics - GOV.UK, October 

2020

FINANCE

Debt Serviceability

It’s imperative that SMEs conserve cash and manage 

costs efficiently now, as once they are back on their 

feet post-pandemic, government lifeline loans will still 

need to be repaid. However, only 7% of respondents 

marked debt serviceability as a major challenge. 

SMEs have survived lockdown before with the help 

of government support; following the first lockdown 

in March, 3.8 million UK jobs were furloughed on 

the Coronavirus Job Retention Scheme (CJRS) in 

April, rising to 9.6 million by August15. While things 

may look bleak on the surface, the intention is to 

bring employees back to work in the long term. The 

furlough scheme’s extension is welcome news to 28% 

of SMEs who were concerned about it ending. This 

crucial backing creates optimism for the future of UK 

business; with a little more time to recover financially, 

93% of SMEs expect to be able to bounce back and 

repay their debts without further issue.

8www.hrsolutions-uk.com



RECOMMENDATIONS FOR SMES

Budgeting
Review your operational expenses, and create a budget 

for the next 12 months, and think about worst case 

scenarios so you can plan for, and overcome these. 

https://www.propelbydeloitte.com/what-we-do

Redundancy Support
Making redundancies is no easy task, but with the right 

redundancy support, you will have all the knowledge and 

guidance you need to manage the process professionally 

and sensitively. HR consultants can help to identify 

areas for cost savings, and advise on the best way to 

communicate with employees to minimise company risk.

Payroll Services
Outsourced payroll services ensure that employees are 

paid accurately and on time, including statutory pay 

calculations for sick leave and maternity/paternity leave. 

Using accredited accounting and reporting software 

makes it easier to keep track of monthly expenditure and 

manage costs more effectively.

Finance
If you have not already taken the CBILS or BBLS 

schemes, then review and consider if they are worth 

taking advantage of to help ensure that your business 

has enough cash in it to deal with the challenges that you 

might be faced with.

Cash Flow

Now is the time to prepare a detailed cash flow forecast 

to plan for cash movements, and create worst case sce-

narios to see how these would impact cash movements 

in your business.

https://www.propelbydeloitte.com/what-we-do



HUMAN RESOURCES
In unpredictable times, effective people management is critical. SME leaders shared their biggest HR concerns for the year ahead:

Management of home/remote 

workers

62% of SMEs believe that remote workforce 

management will remain an important aspect 

over the next 12 months. With social distancing 

restrictions and government loan schemes likely 

to be in place until March 202116 , it’s clear that 

COVID-19 isn’t going away any time soon. And while 

most companies are now well prepared for remote 

working, difficulties can arise where communication 

breaks down.

Just over a quarter (26%) of respondents said 

that employee productivity is the main factor that 

will influence their decision making17, with 44% 

also expecting to increase home working over the 

next year18. These insights are backed by a recent 

employee survey, which found that 91% of the UK 

HR

16  Government extends Furlough to March and increases self-employed support – GOV.UK, November 2020
17  See Figure 5, Appendix
18  See Figure 6, Appendix
19  91% of UK workforce willing to work from home after pandemic ends – teiss, May 2020

Employee  capability

New employment legislation

Retention of employees

Talent attraction

Management of 
home/remote workers

Company culture

Diversity

Employee Development

Employee Benefits

38%

41%

26%

16%

62%

50%

7%

50%

10%
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workforce would prefer to continue working remotely even after the pandemic 

ends19.  SMEs must prepare for long term remote working, investing in agile, cloud-

based technologies to improve communication and allow staff to securely access 

files remotely. Updating company policies is also essential to clarify procedures in 

the event of unexpected absence (e.g. if an employee becomes unwell).

Employee Development

Half of SMEs surveyed (50%) felt that employee development would present 

the biggest challenge to their business over the next 12 months. This is 

understandable; training and upskilling may feel like an unnecessary expense 

during a financial crisis, but is essential to boosting productivity and retaining 

loyal staff. If an employee feels unmotivated to work, or believes they are stuck 

in a role with no room to grow, they will soon look to other companies who can 

offer them the benefits or career growth opportunities they seek – which may 

explain why 41% of leaders said employee retention was their biggest HR concern. 

Employee development is especially beneficial to SMEs where the workforce has 

been reduced, as staff have the opportunity to learn new skills and take on more 

responsibility within their roles, achieving better operational efficiency in spite of 

job cuts or furlough absences.

Company Culture
For 50% of SMEs surveyed, cultivating the right company culture presents 

challenges. COVID-19 has opened the gate for remote working for all, and as UK 

companies begin to shift away from traditional desk-bound corporate structures, 

SME leaders are under increased pressure to create a more flexible and inclusive 

working environment. For instance, many SMEs have already taken steps to 

embrace diversity in the workplace, but it remains a key HR issue that 7% of SMEs 

see fit to address over the next year. These changes were already underway before 

the pandemic, with social equality campaigns gaining worldwide traction and 

throwing business culture into the spotlight.

Talent Attraction

Where SMEs fail to retain employees, access to a high-quality talent pool is 

fundamental. 16% said that talent attraction was their biggest concern, with 

a further 18% expecting to create new job roles over the next 12 months20. 

Reports estimate that between July and September 2020, 1.62 million people 

were unemployed, 318,000 more than the previous year21. The talent pool is 

overflowing, and during a recession, it’s likely that unemployed people are applying 

for any role they can find to get by. There’s never been a better time for SMEs to 

invest in time-saving, affordable HR resources that can narrow down applications 

to find the right calibre of candidates.

HR

20  See Figure 6, Appendix
21  Labour market overview, UK – Office for National Statistics, November 2020
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Home Working Support
For further guidance on managing remote workers, read this free online home working guide to under-

stand the necessary adjustments to maintain productivity and keep business operations running smoothly.

HR Support for SMEs

Specially tailored to SMEs, outsourced HR support takes care of time-consuming matters so you can focus 

on running your business. Ensuring legal compliance, these affordable HR packages cover everything from 

essential IT policy updates to employee absence management.

Employee Develompent

People management training helps to improve your team’s performance, developing their skills to achieve 

better results. From performance and appraisal coaching, to managing teams and delivering effective 

leadership, these tailored courses will get the most out of your workforce.

Talent Attraction

Fixed fee recruitment is a focused, low-cost way to find the right talent for any vacancy, with no hidden 

fees. This fully managed service includes role description writing, vacancy posting, CV filtering, interview 

scheduling within your time frames, and offer/rejection management. 

Employee Engagement

With most employees working from home, and relatively isolated from the business, you should consider 

how you engage with and keep your employees motivated. 

https://www.hrsolutions-uk.com/engagement-multiplier/

RECOMMENDATIONS FOR SMES



Mental Health at Work
96% of SME leaders agreed that mental health was top priority, with another 

39% citing employee health and wellbeing as having the biggest impact on their 

decision making over the next year22. Pre-pandemic, 12.8 million UK working 

days were lost due to work-related stress, depression and anxiety, costing 

businesses £30 billion.23 This staggering figure is likely to increase due to social 

restrictions, shorter daylight hours and mental health conditions like Seasonal 

Affective Disorder (SAD) that are more common in the darker winter months 

to come. One survey found that for 44% of employees, winter has a negative 

effect on their mental wellbeing, with 30% reporting a drop in productivity as 

a result24. Slashed budgets, redundancies, and staff absences due to illness or 

furlough will make it harder for businesses to be resilient and provide the right 

mental health support. However, they are willing to try; 49% expect to focus on 

improving employee wellbeing in 202125. It’s critical that SMEs check in with 

staff regularly as they work from home, and encourage open conversations 

about mental health.

Regarding workplace health and safety, SMEs reported multiple driving factors for 2021:

HEALTH & SAFETY

HEALTH & SAFETY

COVID19 
safe 

workspace

Home 
worker risk 

assessments

Fire safety Mental health 
at work

First aid 
training

22  See Figure 5, Appendix
23  Impact of COVID-19 on Staff Mental 

Health and Well-Being in SMEs – Aston 

University, June 2020

24 SAD at Work – WellbeingPulse, December 

2019
25  See Figure 6, Appendix

95%

82%

9%

96%

18%
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COVID-19 Safe Workspace
Before employees can safely return to the 

workplace, SMEs must carry out health and safety 

risk assessments to ensure that the environment 

is COVID-19 secure. This is a priority for 95% 

of SMEs, and will require meticulous planning 

to achieve. Changes must be made to comply 

with current social distancing restrictions, such 

as creating 2-metre desk spacing with acrylic 

partition screens, designating entrances and exits, 

and implementing PPE and sanitisation stations. 

Routine hygiene and hand washing procedures 

must also be enforced, with more regular cleaning 

of shared areas, workspaces, IT equipment, toilets, 

and other communal facilities to help protect staff. 

Company policies must be updated to reflect these 

new changes to health and safety procedures in the 

workplace. Without full compliance, all personnel 

are at risk.

Home worker risk assessment
82% of SMEs said that home worker risk 

assessments were the most important aspect of 

health and safety for the next year, and this huge 

percentage is likely to reflect the recent rise in 

smarter phishing and malware scams. A Forbes 

poll revealed that 71% of organisations have 

experienced an increase in cyberattacks since the 

pandemic began26. Use of personal devices without 

the latest security patches, home routes without 

firewalls, and open Wi-Fi connections all leave 

businesses vulnerable to cyberattacks and data 

breaches. This has huge legal implications; where 

sensitive or confidential information is exposed, 

companies will be heavily penalised for failing to 

comply with GDPR data protection regulations. 

New remote working and IT policies must be 

implemented to mitigate business risk, educating 

employees on company expectations, data privacy 

and cybersecurity.

26  Forbes CIO Summit – Forbes, August 2020

96% 
of SMEs stated mental health as one 
of their most important aspects of 
Health and Safety during 2021.

HEALTH & SAFETY
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RECOMMENDATIONS FOR SMES

Mental Health

Watch this free online webinar for practical advice on how to promote good 

mental health and wellbeing within your remote workforce. Joining an 

Employee Assistance Programme is also beneficial for providing confidential 

counselling services and advice across a broad spectrum of personal issues.

You might also want to train some of your team as Mental Health First Aiders. 

https://www.hrsolutions-uk.com/training-courses/

COVID-19 Risk Assessment/HSE Risks
Complete an online COVID-19 self-assessment survey to review the health 

and safety measures you have put in place to protect staff. Where risks have 

been identified, HSE solutions can help to resolve them, improving health, 

safety and environmental practices in the workplace.

IT Security

Your HR provider can assist with updating IT and remote working policies, 

while also ensuring that you remain GDPR-compliant. Retained HR services 

offer such comprehensive HR support, with robust IT security measures in 

place to keep your data secure.

www.hrsolutions-uk.com 15



KEY TAKEAWAYS

COVID-19, the financial recession and Brexit 

are the 3 major challenges currently affecting 

SMEs that are set to continue over the next 

year. Two national lockdowns and business 

closures have caused the UK economy to 

slump, resulting in the highest redundancy 

rates on record. With the UK’s Brexit trade 

deal deadline looming on 1 January 2021 and 

current negotiations floundering, SMEs must 

also now prepare for a No Deal EU exit.

Financially, SMEs are most concerned about 

profitability, cost management and cash 

flow over the next 12 months. With most 

companies failing to turn a profit in 2020, cash 

flow is limited. Therefore, SMEs must focus 

on managing budgets and cutting costs now, 

to ensure they can pay employees and make 

government loan debt repayments. Even where 

redundancies are necessary, SMEs remain 

under pressure to make sufficient payments.

Management of remote workers, employee 

development and company culture are the 

main HR concerns of SMEs. Despite financial 

challenges, companies should also focus on 

creating a more flexible and inclusive work 

culture for employees to encourage retention. 

Without a fair work/life balance, job perks 

and career growth opportunities, employee 

retention is likely to drop at a time when 

finding quality talent is much harder, due to 

soaring UK unemployment levels.

Most SMEs agree that mental health, home worker risk assessments, and 

making the workplace COVID-19 secure are the biggest health and safety 

challenges to tackle. To maintain optimum productivity levels, SMEs should 

provide mental health support for remote workers going forward. IT and 

remote working policies must also be updated, educating staff on cybersecurity 

and data privacy dangers to mitigate risk and maintain GDPR compliance. For 

employees to return to the workplace safely, SMEs must pass a COVID-19 risk 

assessment, implementing essential hygiene and social distancing measures.

SMEs have mixed prospects for the year ahead. While most expect to be 

cutting costs, just under half of SMEs are more optimistic – focusing on 

making positive improvements to staff wellbeing and home working, and 

increasing turnover. Whatever it takes, businesses are confident in their 

ability to bounce back.

SMEs should provide mental health support for remote workers SMEs are confident in their ability to bounce back

SMEs must also prepare for a 
No Deal Brexit

SMEs must focus on managing budgets 
and reducing operational costs

Companies should focus on creating flexible 
and inclusive working environments

TAKEAWAYS
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ABOUT HR SOLUTIONS ABOUT DELOITTE PROPEL
Based in Northamptonshire, HR Solutions are a leading consultancy 

specialising in outsourced and retainer HR services, employment 

law, and health, safety and environment (HSE) solutions. HR 

Solutions support a variety of industries, providing professional, 

cost-effective solutions and practical advice for businesses.

For further resources and HR support, please visit 

www.hrsolutions-uk.com or call 0844 324 5840.

Propel by Deloitte provide accounting and tax services and strategic advice 

to ambitious SMEs, startups, and corporate groups. Using innovative, cloud-

based technology to deliver real-time accounting and analytics, Deloitte 

deliver agile solutions for business.

For more information, please visit www.propelbydeloitte.com

ABOUT
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APPENDIX
  Question 1

What do you see as the major business challenges to your 
business over the next 12 months?
• COVID-19 second spike (78%)

• Recession (65%)

• Brexit / securing new business (38%)

• Cash flow (32%)

• Financial performance (25%)

• New legislation (12%)

• Keeping pace with changes in technology (9%)

• Information security (4%)

 Question 4

What do you see as the biggest financial impacts to your 
business over the next 12 months?
• Profitability (79%)

• Cash flow (75%)

• Cost management (61%)

• End of furlough scheme (28%)

• Less funding/grants available (26%)

• Redundancy payments (18%)

• Debt serviceability (including BBL/CBILS) (7%)

 Question 2

What do you see as the most important aspects of People 
Management over the next 12 months?
• Management of home/remote workers (62%)

• Employee development / company culture (50%)

• Employee capability (38%)

• Retention of employees (431%)

• New employment legislation (26%)

• Talent attraction (16%)

• Employee benefits / employee retention (10%)

• Diversity (7%)

 Question 5

What do you see as the most important aspects of Health 
and Safety over the next 12 months?
• Mental health at work (96%)

• COVID-19 safe workspace (95%)

• Home worker risk assessments (82%)

• First aid training (18%)

• Fire safety (9%)

 Question 3

What will have the biggest impact on your decision 
making over the next 12 months?
• Profitability (68%)

• Available cash (49%)

• Employee health and wellbeing (39%)

• Competition (28%)

• Brexit / Government legislation / employee 

productivity (26%)

• Financing (14%)

• Suppliers (12%)

• Employee Absences / Access to talent (5%)

 Question 6

Over the next 12 months what do you think you will be 
doing?
• Cutting operational costs (64%)

• Employee wellbeing (49%)

• Increasing home working (44%)

• Increasing turnover (40%)

• Government legislation (36%)

• Expanding your business (33%)

• Creating new jobs (18%)

• Making further redundancies (16%)

• Seeking additional funding – bank loans, investor 

funding etc (13%)

• Closure of premises /New office or office relocation 

(9%)

• Undergoing a merger or acquisition (4%)

APPENDIX
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Head Office

6 Brooklands Court 

Kettering Venture Park 

Kettering 

Northants 

NN15 6FD 

HR Solutions is the trading name of Business HR Solutions (Consultancy) Limited, Registered No. 09457772, England and Wales.
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