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Welcome

As one of the country’s leading owner-managed accountancy
and business advisory specialists, we were keen to understand
how the wider Scottish business marketplace is adapting to
the new business environment with its recruitment challenges,
rising costs and increasing pressures fo meet net zero goals.

We created our Scottish Business Survey, as a way of sharing
experiences of driving businesses forward in a post-pandemic
world.

By asking businesses to open up on how the ‘new normal’ is
impacting daily business life, we aimed to get to the heart of
the issues that matter, from the economy to attracting and
retaining a happy workforce. We are eager to share our
findings; helping to bring businesses together as a community,
finding innovative, workable solutions.

This report was supported by the Research Chamber, the
research team at Aberdeen & Grampian Chamber of
Commerce.

Henderson
Loggie
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Research Approach

This report has been written using three sources of
information. The first source is the Henderson Loggie Scottish
Business survey. This was created/distributed by Henderson
Loggie with additional promotion via the Chamber of
Commerce network (Aberdeen & Grampian, Glasgow,
Edinburgh, Dundee & Angus and Scottish Chambers). Over 50
Scottish businesses responded to questions covering a range
of topics. The Research Chamber analysed the data.

The second source is the British Chambers Quarterly
Economic Survey (QES). This is the 2nd Quarter of their 2022
Quarterly Economic Survey, with responses from over 6,000
businesses across the UK, over 300 in Scotland.

The third source is the latest published Scottish economic
data, summarised by The Research Chamber.




Overall Conclusions

It is a tough environment for Scottish businesses; ‘normal’ feels
some time off for most.

Most Scottish businesses are working through fundamental
challenges like controlling costs and maintaining staffing levels.
This Scottish picture mirrors pressures felt across the UK.

Scottish business activity is lagging behind some English regions;
support is required to increase our competitiveness.
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Detail; Key Facts

1. A spread of businesses replied to the survey, most were limited companies.

The Scottish Business survey had questions on what sector businesses were in and what type of business they were. The pie chart on
the left covers sector and the pie chart on the right covers business type. This shows that there was a spread of businesses across

sectors and that most were limited companies.

Professional Construction, '
services energy, agri 14% Partnership LLP
30%

32%

16%
Not for profit

70%

16%

22%
Charity, healthcare, Retail,
education food, arts

Limited
Company



2. There is a low level of confidence about Scottish Business Survey

the current economic outlook.

The survey asked how confident businesses were about the economic
outlook. The pie chart below shows that nearly four in ten businesses
were not at all confident, with only 16% saying they were ‘fairly confident’.

Fairly confident
16%

Not confident at all
39%

Somewhat confident
23%

Slightly confident
22%




3. Just over half of businesses say their ambition Scottish Business Survey
for the year ahead is to grow steadily.

The survey asked businesses about their company’s ambitions for the year ahead.

The progress rings below show that most either said grow steadily (55%) or
consolidate (37%).

55% 37%

Grow steadily Consolidate




4. COVID-19 & Brexit have both had
overwhelmingly negative impacts on
Scottish businesses.

The survey asked what impact COVID-19 & Brexit had
on their businesses. The bar chart below shows, for
each measure, the % saying major/somewhat positive
impact minus the % saying major/somewhat negative
impact. The key findings are that both COVID-19 &
Brexit have had overwhelmingly negative impacts.

Scottish Business Survey
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5. Normal business feels some time
off for most firms.

The survey asked businesses when they thought
that things will return to normal from a business
perspective.

The bar graph on the right shows that most
firms feel that a return to normal is some time
off (24% 2023, 31% later than 2023, 23% never).
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6. Staff (recruitment/retention, well- Scottish Business Survey
being, capability) are high in the list of
key priorities in the next two years.

The survey asked businesses what their key
priorities were over the next 2 years.

Staff-related measures were at the top end of
their priority list. Protecting the core business by
covering costs was also very high up the list.

Top 5 priorities

IS

Staff recruitment & Protection our Employee wellbeing Improving staff Succession /
retention core business & mental health capability next generation

M 657 I 55% 51% 51% 41%



7. Key challenges are controlling costs
and maintaining staffing levels.

The survey asked what the key challenges are facing businesses over
the next 2 years. The results show that cost control is key (high
mentions for increased costs, wages, bills).

This was well summed up by one business...Stop adding cost burdens.
Economic uncertainty and staffing issues were also often cited.

ooao > '
poo ? l !
Increased costs Economic uncertainty Increased wages

I 697 I 67 % 67%

Scottish Business Survey

Top 5 challenges

¥

Increased utility bills Recruitment

67% 53%



Scottish Business Survey

8. There is a marginally higher

percentage of the workforce working

from home since COVID-19.

The survey asked businesses to compare
the percentage of their workforce who
worked from home for a percentage of

40 39%
their time prior to COVID-19 versus now. 37%
33%

The bar graph below shows that the

. 30
orange bars (now) are higher than the
purple bars (prior to COVID-19). This is 24% 24%
reflected in the mean score percentage of
the workforce who work from home for 20
some of their time (22% pre COVID-19, 7 14%
percentage points higher to 29% now).
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9. Businesses are split on homeworking as a model.
Many see it as just not suitable, whereas others see
it as good for staff and for their business.

Scottish Business Survey

Don't know
10%
Yes
The survey asked if businesses intended to use increased homeworking as a 332,
permanent business model going forward. The pie chart on the right shows
that 57% said ‘no’ and that 33% said ‘yes’. The survey then asked why they
said that; see the table below. The main reason for saying ‘'no’ was that it
wasn’t suitable for their business. Reasons for saying ‘yes’ included improved
staff wellbeing and ability to recruit by offering flexible working.
57%
Top reasons for saying NO
Not sui’rq!ale for Negq’ri\(e impact Reduc':ed' Top reasons for saying YES
our business on working culture communication
7% B 65% [ 47%
Improved staff Ability to recruit with Increased
wellbeing flexible working productivity
/1% B 65% [ 47 %



10. Reducing business rates is seen as the Scottish Business Survey
top action for both the UK and Scottish
governments to support business growth.

) 40
The survey then asked a dual question about
what actions the UK Government & the 339,
Scottish Government could take to support
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11. The vast majority of businesses see mental
health as a joint responsibility for both the
employer and the employee.

Employee wellbeing and mental health are much-discussed issues.
The survey asked if businesses thought that it was the responsibility
of the employer or the responsibility of the employee to help with
individual’s mental health.

The pie chart below shows that over three in four businesses (78%)
saw it as a joint responsibility.

Employee
10%

Employer
12%

78%

Scottish Business Survey




1. Around four-in-ten UK firms report an

increase in domestic sales, slightly down

on recent quarters.

QES, British Chambers
of Commerce Survey

The British Chambers of Commerce QES survey asked UK businesses if UK sales/custom/bookings have increased / decreased /
remained constant over the past 3 months; excluding seasonal variations.

The trend graph below, going back to 2018, shows that, for most businesses, sales have either increased or remained constant.
The percentage of businesses reporting an increase in sales has dipped over recent quarters, however.
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2. More than three quarters of UK QES, British Chambers
businesses continue to report of Commerce Survey
recruitment difficulties.

The British Chambers of Commerce QES survey asked UK businesses if they had experienced any difficulties finding suitable staff.
The trend graph below, going back to 2018, shows that over three quarters of UK businesses said they had experienced difficulties
in finding suitable staff.
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QES, British Chambers
of Commerce Survey

3. Just over half of UK firms expect their
turnover to increase over the next twelve
months, down from 63% in Q1 2022.

The British Chambers of Commerce QES survey asked UK businesses if their turnover will increase/decrease/remain constant over
the next 12 months. The trend graph below, going back to 2018, shows that 54% of UK businesses think their turnover will increase
over the next 12 months, down 9 percentage points from the last quarter.
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4. Almost two-thirds of UK firms expect QES, British Chambers
to increase prices, going beyond what of Commerce Survey
was dlready a record high.

The British Chambers of Commerce QES survey asked UK businesses if the price of their goods/services will
increase/decrease/remain constant over the next 3 months. The trend graph below, going back to 2018, shows that nearly two
thirds (65%) of UK businesses think that the price of their good/services will increase over the next 3 months, up 3 percentage points
from the last quarter.
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1. The GDP trend is very similar for both Latest Published

UK and Scotland. Scottish Economic Data

The Research Chamber reviewed published Scottish economic health data, up to May 2022. The graph below, sourced from Scottish
Government, State of the Economy Office of the Chief Economic Adviser shows the UK GDP as a bar over time, from January 2020 and
Scotland’s GDP as a line. The graph shows a similar pattern for both.
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2. Decline in Scottish consumer sentiment Latest Published
Scottish Economic Data

The Research Chamber reviewed published Scottish consumer confidence, using the Scottish Government’s Scottish consumer sentiment
indicator. These are experimental official statistics; still in development but have been released to enable their use at an early stage. The
line graph below shows the monthly data over time to June 22; above 0 represents positive sentiment, below 0 represents negative
sentiment. This shows clear evidence of declining Scottish consumer sentiment. The data behind the numbers suggests that this is driven
by negative sentiment about household spending.
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3. Scotland’s business activity index is Latest Published
marginally behind the UK. Scottish Economic Data
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Henderson Loggie's Summary

It is a tough environment, but overall, our business barometer points to a
sense of fortitude in the business mood as businesses continue to deal
with the fallout of Brexit, the pandemic and the ongoing impact of the
war in Ukraine. Yet, while grappling with issues around cost control,
concerns for employee wellbeing are front of mind right now as they
prioritise attracting, training and retaining the people needed for their
businesses to prosper in the short term. It may raise questions around
long term strategy as this focus on staffing issues ranks ahead of
improvements in sales and marketing which is of importance to only 31%
of respondents, and investment in innovation and R&D which is a priority
for just 10% of businesses in Scotland today.

Our survey shows Scottish businesses have a resilient attitude despite
economic uncertainty and challenges in attracting and retaining skilled
workers. Three in five (69%) respondents in our survey have plans to grow
their businesses in the year ahead, and 37% aim to strengthen their
existing levels of activity. Scottish business activity is on a par with
Northern Ireland and Wales, however we are lagging three points behind
the UK average.

As businesses work to control costs there is evidence that businesses are
prepared fo invest in the wellbeing of employees. It's no surprise that
given that difficult recruitment market, that two thirds (65%) of owners
and managers interviewed said staff recruitment and retention is a key
priority over the next two years, and over half (51%) of all respondents are
prioritising employee wellbeing and staff development. The vast majority
(78%) of Scottish businesses now see mental health as a joint
responsibility between employer and employee, and 12% see it as the sole
responsibility of the employer.

22

The number of people working from home has increased by seven
percentage points to 29% compared to pre pandemic levels. The majority
of those taking part in the survey (57%) do not intend to use increased
homeworking as a permanent business model going forward, either
because it's not suitable for their business (72%), or because there is a
perception that problems will occur from a negative impact on working
culture or reduced communication (28%). Of the one in three who
responded positively to home working, 71% cite improved staff wellbeing
as the reason, 65% perceive a recruitment advantage in offering flexible
working and less than half (47%) gave increased productivity as reason
for adopting the practice.

Scoftish businesses are grappling with a lot change and uncertainty at the
moment. In fact, change, is likely to be the only constant over the coming
months and years. The businesses that will survive and thrive will be the
ones who can spot the opportunities to grow and develop despite or
because of the change.

Jaslin Bhagrath
Partner
Henderson Loggie

Henderson
Loggie



Aberdeen & Grampian Chamber of Commerce's Summary

“Change has become a constant, managing it has become an expanding
discipline. The way we embrace it defines our future.”

This statement was one of the many from the Queen which was re-run on
television recently, following her sad passing. She said it in 2002 - 20 years
ago - at her Golden Jubilee. However, | don’t think even she knew just how
constant change would become in the decades which followed.

If someone had pitched a science fiction movie script that included the stuff
that has happened over the last five years or so, people would have laughed.
Brexit. A global pandemic. War in Europe. An energy crisis. A climate
emergency. Inflation like we’ve not seen since the 1970s. Large scale industrial
action. The possibility of the break-up of the UK. And the list goes on. Wow!

Set against such a disruptive backdrop, this enlightening survey by Henderson
Loggie has a few standout statistics for me. For many firms, we have a crisis
on top of a crisis, on top of a crisis. Brexit and Covid-19 have created
unprecedented circumstances, which are now being exacerbated by the war
in Ukraine. So, it is perhaps unsurprising that more than a third (35%) say
survival is their priority, which highlights just how battle-scarred businesses
are after a period of unrelenting challenge.

In common with what our members are telling us, staff recruitment and
retention is also a standout issue. We are in the tightest labour market in living
memory and the battle for talent is fierce, pushing up wages and adding cost
to already stretched firms. Those surveyed for this report place it as their
number one priority for the period ahead. Related to this, half also mention
employee well-being and mental health as a priority.

Many firms are caught in the pincer movement of soaring inflation and rising
interest rates. The devaluation of the pound has also added a huge cost base
for businesses reliant on imports. Businesses now desperately need to see
economic stability in order to rebuild the confidence to invest.

23

The six months energy package for businesses, announced recently, is a step
in the right direction, but we need a longer-term plan if the government is
serious about helping businesses during this energy crisis. Time is of the
essence. The Government must now rapidly present more detail on its fiscal
policies and supply side reforms, particularly at a time when businesses are
faced with rising interest rates and high inflation.

Businesses understand the economy will not fix itself overnight, but they do
expect a long-term plan. We urge the Government to provide more certainty
by bringing forward the publication of their Fiscal Plan. The sooner they do
this, the sooner markets and businesses will understand what the long journey
to stability will look like. That aside, history tells us that with disruption comes
opportunity.

The great entrepreneurs of the last 20 years seized upon the change the
Queen spoke of in 2002 and created some of the biggest businesses in history.
And if almost a quarter of the people surveyed for this report believe things
will never be normal again, then we're going to have fertile ground for this
country’s disruptors and innovative thinkers. So, amid the gloom, let’s not lose
sight of the constant opportunities that constant change will bring.

Ryan Crighton

Policy Director
’ Aberdeen & Grampian Chamber of Commerce

Aberdeen &
Grampian
Chamber of
Commerce



Henderson
About Us Loggie NiI.

We're Henderson Loggie, an independent, owner-managed accountancy firm, based in Scotland since 1909. We have more than 180 partners and staff and we serve clients of
all sizes, from self-employed entrepreneurs through to charities, public sector bodies and even multinational corporations. Many senior members of our team have worked
with the global giants of accounting. So, we have the best of both worlds, global accountancy experience without the stuffy corporate feel.

We support you through the full lifecycle of your business: from your first steps as a solo entrepreneur through to your successful journey into happy retirement. Most of our
clients are owner-managed businesses (as are we) based in Scotland and we love supporting the ambitions of small businesses to grow into sustainable, profitable ones. But
scale isn’t a problem for us either. We work with global corporations and through our membership of PrimeGlobal, we can provide our clients with access to advice and
expertise across the UK and throughout the rest of the world.

Our vision is to be the first choice in Scotland, as a place fo work and for our services to owner-managed businesses. Along with this, our purpose is to help our feams and our
clients achieve their potential, to create wealth for the local economy now and to leave a legacy for the future in the communities where we are located. We hope that by
achieving this, there are opportunities for everyone to succeed.

If you have any questions about our Scottish Business Survey Report, please contact a member of our team using the details below.

Jaslin Bhagrath
Partner, Head of Accounting & Business Solutions
Henderson Loggie

jaslin.bhagrath@hlca.co.uk

Dawn MacDougall
Partner, Corporate Tax

Henderson Loggie

dawn.macdougall@hlca.co.uk
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hlca.co.uk

Aberdeen 45 Queen's Road AB15 4ZN T: 01224 322100 F: 01224 327 911
Dundee The Vision Building, 20 Greenmarket DD1 4QB T: 01382 200 055 F: 01382 221240
Edinburgh Ground Floor, 11-15 Thistle Street EH2 1DF T: 0131226 0200 F: 0131220 3269
Glasgow 100 West George Street G2 1PP T: 0141 4719870

Henderson Loggie LLP is a limited liability partnership registered in Scotland with registered number SO301630 and is a member of
PrimeGlobal, a global association of independent accounting firms, the members of which are separate and independent legal entities.
Registered office is: The Vision Building, 20 Greenmarket, Dundee, DD1 4QB.



