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SME growth ambition key to UK productivity puzzle

%ULWDLQ¶V�SURGXFWLYLW\�LV�IDOOLQJ�EHKLQG�RWKHU�HFRQRPLHV�EHFDXVH�LW�LV�VORZHU�WR�WXUQ�DPELWLRXV�VPDOOHU�ILUPV�LQWR
exporters of innovative new products and services, according to a new report. 
  
:LWK�PRUH�VXSSRUW��LW�LV�HVWLPDWHG�WKDW�XS�WR���������60(V�FRXOG�EHFRPH�UHJXODU�H[SRUWHUV��DGGLQJ�DQ�H[WUD������
billion in Gross Value Added (GVA) to the economy in the first year alone in the form of new and higher value jobs. 
  
The report published today, Unlocking UK Productivity has been co-authored by Goldman Sachs, the Enterprise
Research Centre (ERC) and the British Business Bank (BBB). Its findings draw heavily on the core research
themes of ERC for the past three years. 
  
8S�WR�������8.�SURGXFWLYLW\�±�WKH�DPRXQW�RI�HFRQRPLF�RXWSXW�HDFK�ZRUNHU�FUHDWHV�SHU�KRXU�±�ZDV�RQ�D�VWURQJO\
upward trend. But since then, it has flatlined and the UK has fallen behind many of its international counterparts. 
  
7KH�µSURGXFWLYLW\�JDS¶�ZLWK�RWKHU�*��HFRQRPLHV�LV�QRZ�DURXQG���SHUFHQW��,W�LV�HVWLPDWHG�WKDW�WKH�8.¶V�SURGXFWLYLW\�LV
around 16 percent lower than it would have been if it had stayed on its pre-2008 trajectory. 
  
The issue has confounded economists and led to the Government publishing a 15-point plan in July this year to
tackle the problem. 
  
But the new report highlights ERC and wider research showing a crucial but underexplored factor affecting
SURGXFWLYLW\�±�WKH�DPELWLRQ�RI�HQWUHSUHQHXUV�WR�JURZ��
  
)LUPV�OHG�E\�µJURZWK�LQFOLQHG¶�RZQHUV�DUH�PRVW�SRVLWLYH�WRZDUGV�H[SRUWLQJ�DQG�RSHQ�WR�LQQRYDWLRQ�±�WKH�WZR�IDFWRUV
which drive productivity in UK businesses. 
  
While the UK has seen the highest number of start-ups of OECD countries, more than half fold within three years.
Growing enough firms with ambitions to scale would have a significant impact on UK overall productivity, but just 18
percent of UK SMEs express high ambitions to grow, compared to 27 percent in the US. Data from the Global
Entrepreneurship Monitor (GEM) shows that early-stage entrepreneurs in the UK have the second-lowest growth
ambitions among G8 economies. 
  
One outcome of low growth ambition is that too few UK SMEs are bringing new products and services to market.
-XVW����SHUFHQW�RI�%ULWLVK�ILUPV�LQQRYDWH��SODFLQJ�WKH�8.���WK�RXW�RI����(XURSHDQ�FRXQWULHV�DQG�PDNLQJ�WKH�8.¶V
LQQRYDWLRQ�UDWH�FRPSDUDEOH�WR�WKDW�RI�7XUNH\�DQG�6HUELD�±�DQG�ZD\�EHKLQG�OHDGLQJ�FRXQWULHV�VXFK�DV�*HUPDQ\�
Belgium and Iceland. 
  
In addition, British SMEs are exporting less than other countries. While the Government wants 25 percent of UK
firms to be exporting, since 2008 this figure has in fact been declining and now stands at just 18 percent. And of
WKHVH��RQO\����SHUFHQW�DUH�µSHUVLVWHQW�H[SRUWHUV¶�WKDW�UHJXODUO\�VHOO�DEURDG��
  
Innovation and exporting are strongly linked to highly productive firms: SMEs that produce new goods and services
are around 7 percent more likely to export than non-innovators and exporters grow more than twice as fast as
those that do not. 
  
The report calls for greater support and education for entrepreneurs, citing the success of programmes such as
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*ROGPDQ�6DFKV¶��������6PDOO�%XVLQHVVHV�SURJUDPPH�LQ�FUHDWLQJ�DQ�HQYLURQPHQW�ZKHUH�EXVLQHVV�RZQHUV�FDQ
learn from mentors and peers over a significant time period. 
  
Prof Mark Hart, ERC Deputy Director and Programme Director for 10,000 Small Businesses UK, Aston University,
VDLG��³$OWKRXJK�HFRQRPLF�JURZWK�KDV�UHWXUQHG��8.�SURGXFWLYLW\�VLQFH������KDV�EHHQ�DOPRVW�IODW��7KLV�PHDQV�ZH¶UH
producing less per worker than our international competitors and taking longer to create the same amount of
economic value. 
  
³2XU�UHVHDUFK�VKRZV�WKDW�WKHUH�LV�KXJH�XQWDSSHG�SRWHQWLDO�RXW�WKHUH�DQG�WKDW�LI�ZH�FRXOG�EXLOG�WKH�FRQILGHQFH�RI
innovative businesses that have high growth ambitions to start exporting regularly, we could generate an enormous
boost to our economy. 
  
³7KH�FKDOOHQJH�IRU�WKRVH�SURYLGLQJ�WKLV�VXSSRUW�±�ZKHWKHU�JRYHUQPHQW�RU�WKH�SULYDWH�VHFWRU�±�LV�WR�PDNH�VXUH�LW
ODQGV�LQ�WKH�ULJKW�SODFHV��$�VFDWWHUJXQ�DSSURDFK�ZRQ¶W�ZRUN��EHFDXVH�RQO\�D�UHODWLYHO\�VPDOO�SURSRUWLRQ�RI�ILUPV
FRPELQH�D�KLJK�JURZWK�PLQGVHW�ZLWK�LQQRYDWLRQ�DQG�D�FDSDELOLW\�WR�H[SRUW�´�
  
0LFKDHO�6KHUZRRG�DQG�5LFKDUG�*QRGGH��FR�&(2V�RI�*ROGPDQ�6DFKV�,QWHUQDWLRQDO�DGGHG��³:H�DUH�YHU\�SOHDVHG�WR
FRQWLQXH�RXU�FRPPLWPHQW�WR�VXSSRUWLQJ�KLJK�JURZWK�VPDOO�EXVLQHVVHV�LQ�WKH�8.�WKURXJK�RXU�¶�������6PDOO
%XVLQHVVHV¶�SURJUDPPH��:H�EHOLHYH�WKH�SULYDWH�VHFWRU�FDQ�PDNH�LPSRUWDQW�FRQWULEXWLRQV�WR�VXSSRUWLQJ�VPDOO
EXVLQHVV�JURZWK��FUHDWLQJ�MREV�DQG�ERRVWLQJ�HFRQRPLF�JURZWK�´�

5RQ�(PHUVRQ��&KDLUPDQ��%ULWLVK�%XVLQHVV�%DQN��VDLG��³$V�D�FKDPSLRQ�IRU�VPDOOHU�EXVLQHVVHV�LQ�WKH�8.��ZH�DUH
ZHOO�DZDUH�RI�WKH�LPSRUWDQFH�RI�KLJK�JURZWK�60(V�WR�WKH�QDWLRQ¶V�HFRQRP\��:H�DUH�WKHUHIRUH�GHOLJKWHG�WR�KDYH
FRQWULEXWHG�WR�WKLV�UHSRUW�DQG�ZHOFRPH�WKH�H[SDQVLRQ�RI�*ROGPDQ�6DFKV�6PDOO�%XVLQHVV��������SURJUDPPH�´
[sourcelink]
http://www.bmmagazine.co.uk/news/sme-growth-ambition-key-to-uk-productivity-puzzle/
[/sourcelink]
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Small businesses might be the solution to UK?s productivity woes

Written by Josh Russell on Monday, 16 November 2015. Posted in Finance 

%ULWDLQ¶V�SURGXFWLYLW\�LV�ODJJLQJ�IDU�EHKLQG�RWKHU�*��QDWLRQV��%XW�QHZ�UHVHDUFK�KDV�UHYHDOHG�WKDW�WXUQLQJ�LWV�60(V
into innovative exporters may just be the shot in the arm the UK needs 

No small amount of attention is paid to making the UK as competitive as possible on the international stage. And yet
despite no end of government initiatives, corporate support programmes and plucky entrepreneurs starting their
own businesses, over the last few years UK productivity has dropped far below that of its contemporaries, falling
���EHKLQG�WKH�UHVW�RI�WKH�*���)RUWXQDWHO\�LW�VHHPV�ZH¶UH�D�VWHS�FORVHU�WR�ILQGLQJ�D�PHDQLQJIXO�VROXWLRQ��ZLWK�QHZ
UHVHDUFK�VXJJHVWLQJ�WKDW�VPDOO�EXVLQHVVHV�ZLOO�EH�WKH�NH\�WR�EROVWHULQJ�%ULWDLQ¶V�SURGXFWLYLW\��

According to Unlocking UK Productivity, a report co-authored by Goldman Sachs , the Enterprise Research Centre
and the British Business Bank , with the right support 110,000 SMEs could become regular exporters, something
WKDW�ZRXOG�SRWHQWLDOO\�DGG�DQ�DGGLWLRQDO������EQ�LQ�JURVV�YDOXH�DGGHG�*9$�WR�WKH�8.�HFRQRP\��,Q�������MXVW�����RI
SMEs were exporting, down from 24% pre-recession, with just 17% regularly selling their services abroad. 

Additionally it seems insufficient numbers of British SMEs are introducing new products and services to market. The
UK currently innovates less than the average for an EU country, with just 28% of SMEs innovating compared to a
European average of 30% and falling far short of nations such as Luxembourg, Germany, Belgium, Netherlands
DQG�)LQODQG��DOO�RI�ZKRP�KDYH�DW�OHDVW�����RI�WKHLU�60(V�LQQRYDWLQJ��,W¶V�KDUG�WR�RYHUVWDWH�WKH�LPSDFW�WKLV�KDV��ZLWK
the report revealing that small businesses that produce new goods or services are 7% more likely to export than
WKRVH�WKDW�GRQ¶W�DQG�WKDW�H[SRUWHUV�JURZ�WZLFH�DV�IDVW�DV�QRQ�H[SRUWHUV��

Professor Mark Hart, deputy director of the Enterprise Research Centre��VDLG��³$OWKRXJK�HFRQRPLF�JURZWK�KDV
UHWXUQHG��8.�SURGXFWLYLW\�VLQFH������KDV�EHHQ�DOPRVW�IODW��7KLV�PHDQV�ZH¶UH�SURGXFLQJ�OHVV�SHU�ZRUNHU�WKDQ�RXU
international competitors and taking longer to create the same amount of economic value. Our research shows that
there is huge untapped potential out there and that if we could build the confidence of innovative businesses that
KDYH�KLJK�JURZWK�DPELWLRQV�WR�VWDUW�H[SRUWLQJ�UHJXODUO\��ZH�FRXOG�JHQHUDWH�DQ�HQRUPRXV�ERRVW�WR�RXU�HFRQRP\�´�

&OHDUO\�WKLV�WKURZV�GRZQ�WKH�JDXQWOHW�IRU�WKH�8.¶V�60(V��LW¶V�WLPH�WR�JHW�LQQRYDWLQJ�DQG�JHW�H[SRUWLQJ��
[sourcelink]
http://elitebusinessmagazine.co.uk/finance/item/small-businesses-might-be-the-solution-to-uk-s-productivity-woes
[/sourcelink
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UK mid-market firms expecting to outperform German Mittelstand

UK medium-sized firms are expecting to outperform their counterparts in Germany, France and Italy in 2016. 

$�VXUYH\�RI�������PLG�PDUNHW�FRPSDQLHV�LQ�WKH�(8��±�WKDW�LV�WKH�8.��*HUPDQ\��)UDQFH�DQG�,WDO\�±�IRXQG�WKDW�8.
firms are predicting growth of 4.9 per cent next year, while German and Italian firms are looking for growth of 3.8
per cent and medium-sized businesses in France believe they will grow 2.7 per cent. 

Professor Stephen Roper, of Warwick Business School and Director of the Enterprise Research Centre, led the
research and despite the common consensus that the German Mittelstand leads the rest of Europe he has found
UK businesses are expecting to outperform them next year. 

³7KLV�\HDU�8.�PLG�PDUNHW�ILUPV�DUH�ORRNLQJ�DW�JURZWK�RI�����SHU�FHQW�´�VDLG�3URIHVVRU�5RSHU��ZKR�UHYHDOHG�WKH
UHVHDUFK�DW�D�QHWZRUNLQJ�HYHQW�ZLWK�8.�7UDGH�DQG�,QYHVWPHQW��8.7,��KHOG�DW�:DUZLFN�%XVLQHVV�6FKRRO��³:KLOH
*HUPDQ\¶V�PHGLXP�VL]HG�FRPSDQLHV�DUH�MXVW�DKHDG�DW�IRXU�SHU�FHQW��EXW�WKH�8.¶V�ILUPV�DUH�VOLJKWO\�PRUH�FRQILGHQW
DERXW������DQG�ZLOO�RYHUWDNH�WKHLU�*HUPDQ�ULYDOV�LQ�WHUPV�RI�VDOHV�JURZWK�´�

French mid-market firms grew by 3.7 per cent, but are expecting to see that fall by one per cent in 2016, while Italy
is expecting a jump in growth of 1.3 per cent to continue its rapid rise, as it had just 0.2 per cent growth in 2013. (
See attached graph .) 

3URIHVVRU�5RSHU�VDLG��³7KH�8.�ILUPV�KDYH�QRWDEO\�OHVV�PDQXIDFWXULQJ�WKDQ�LQ�*HUPDQ\��,Q�WKH�8.����SHU�FHQW�RI
mid-market firms are family-owned, with the majority of these also being family-led. In Germany 38 per cent are
family-owned, around half of which are also family-led and operated. 

³8.�PLG�PDUNHW�ILUPV�UHPDLQ�OHVV�H[SRUW�RULHQWHG�WKDQ�WKHLU�*HUPDQ�DQG�FRQWLQHQWDO�FRXQWHUSDUWV��2Q�DYHUDJH
export sales account for 34 per cent of the revenues of UK firms compared to 40 per cent in Germany and around
35 per cent in France and Italy. 

³$URXQG�WZR�WKLUGV�RI�8.�PLG�PDUNHW�ILUPV�H[SRUW�ZLWK�SURIHVVLRQDO�VHUYLFHV�ILUPV�EHLQJ�WKH�PRVW�OLNHO\�WR��IROORZHG
E\�,&7�WKHQ�PDQXIDFWXULQJ�´�

$FURVV�WKH�8.�WKHUH�DUH�DURXQG��������PLG�PDUNHW�ILUPV�±�WKDW�LV�WKRVH�ZLWK�VDOHV�RI�EHWZHHQ�����PLOOLRQ�DQG�����
PLOOLRQ�±�DQG�WKH\�UHSUHVHQW�WZR�SHU�FHQW�RI�WKH�QDWLRQ¶V�ILUPV�EXW�DURXQG�D�WKLUG�RI�DOO�SULYDWH�VHFWRU�MREV�DQG�ZHDOWK
creation. 

³2XU�VXUYH\�UHYHDOHG�WKDW�8.�PLG�PDUNHW�FRPSDQLHV�VHH�PDQDJHPHQW�DQG�VWUXFWXUH�DQG�HPSOR\HH�VNLOOV�DV�WKH
WZR�PDLQ�GULYHUV�RI�JURZWK�´�VDLG�3URIHVVRU�5RSHU��³%XW�WKH\�VHH�ILQGLQJ�WDOHQW�ZLWK�WKH�ULJKW�VNLOOV�DV�WKH�ELJJHVW
inhibitor to growth, which is similar to Germany, who also find attracting the right skills as the main problem. In
France, though, having sufficient working capital is the main concern for mid-market firms, while in Italy it is keeping
FRVWV�GRZQ�´�

7KH�VXUYH\�IRXQG�WKH�(XUR]RQH�LV�VWLOO�8.¶V�PHGLXP�VL]HG�ILUPV�SUHIHUUHG�PDUNHW�WR�H[SRUW�WR��ZLWK����SHU�FHQW
exporting to it. 
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%XW�GHVSLWH�WKH�&KDQFHOORU�RI�WKH�([FKHTXHU��*HRUJH�2VERUQH��UHFHQWO\�RXWOLQLQJ�KLV�DLP�RI�PDNLQJ�&KLQD�WKH�8.¶V
VHFRQG�ODUJHVW�WUDGLQJ�SDUWQHU�E\�������WKH�8.¶V�PHGLXP�VL]HG�FRPSDQLHV�KDYH�ORZHU�&KLQHVH�UHYHQXH�JURZWK
expectations than their German, French and Italian counterparts. 

Professor Roper found 48 per cent of UK mid-market firms had no plan to export or operate in China. Meanwhile,
the survey found the figure was 33 per cent in Italy, and 45 per cent in France and Germany. 

³,Q�WHUPV�RI�&KLQD�WKH�8.¶V�PLG�PDUNHW�SUHVHQFH�ODJV�PDUJLQDOO\�EHKLQG�WKDW�RI�RXU�(8�FRPSHWLWRUV�´�VDLG
Professor Roper. 

³0U�2VERUQH�LV�NHHQ�RQ�WKH�8.�LPSURYLQJ�LWV�WUDGLQJ�OLQNV�ZLWK�&KLQD��EXW�WKH�HYLGHQFH�IURP�RXU�VXUYH\�VKRZV�WKH
FRXQWU\¶V�PLG�PDUNHW�ILUPV�IDFH�VLJQLILFDQW�EDUULHUV�WR�DFKLHYLQJ�WKDW�YLVLRQ��

³7KHUH�LV�VRPH�HYLGHQFH�LQ�WKH�VXUYH\�WKDW�D�ODFN�RI�ORFDO�NQRZOHGJH�LV�KLQGHULQJ�DQ\�WKRXJKWV�RI�H[SRUWLQJ�WKHUH
SOXV�D�ODFN�RI�LQWHUHVW�LQ�LQWHUQDWLRQDO�H[SDQVLRQ��EXW�WKLV�LV�VRPHWKLQJ�ZH�QHHG�WR�ORRN�LQWR�IXUWKHU�´�
[sourcelink]
http://www.startyourbusinessmag.com/uk-mid-market-firms-expecting-to-outperform-german-mittelstand/
[/sourcelink
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New report finds smaller businesses are key to solving UK's 'productivity gap'

As UK productivity levels have slowed, smaller businesses remain engines for growth. Goldman Sachs, in
partnership with the British Business Bank and the Enterprise Research Centre with support from the Scale-Up
,QVWLWXWH�DQG�6DwG�%XVLQHVV�6FKRRO��2[IRUG�8QLYHUVLW\�WRGD\�UHOHDVHG�D�QHZ�UHSRUW�GHWDLOLQJ�WKH�FULWLFDO�UROH�8.
60(V��VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��FDQ�SOD\�LQ�DGGUHVVLQJ�WKH�8.¶V�µSURGXFWLYLW\�JDS¶��D�GHILFLW�LGHQWLILHG�LQ
WKH�8.�*RYHUQPHQW¶V�3URGXFWLYLW\�3ODQ��-XO\��������
7KH�UHSRUW��8QORFNLQJ�8.�3URGXFWLYLW\�±�,QWHUQDWLRQDOLVDWLRQ�DQG�,QQRYDWLRQ�LQ�60(V���ILQGV�WKDW�VPDOOHU�EXVLQHVVHV
have the potential to contribute to UK economic growth in three key ways: 

��VWLPXODWLQJ�LQQRYDWLRQ�

��VSXUULQJ�FRPSHWLWLRQ�

��DFFHOHUDWLQJ�MRE�FUHDWLRQ��

UK smaller businesses are key contributors to UK growth, with around 10,000 high growth SMEs representing less
than 1% of established businesses in the UK but generating 20% of all UK job growth. Despite this, innovation and
internationalisation represent largely unexplored opportunities for boosting productivity growth in the sector. 

More than 110,000 UK SMEs have the potential either to start exporting or expand their existing exports. If
VXFFHVVIXOO\�HQFRXUDJHG�������EQ�JURVV�YDOXH��µ*9$¶��FRXOG�EH�DGGHG�WR�WKH�8.�HFRQRP\�LQ�WKH�ILUVW�\HDU��

7KHUH�LV�DOVR�HYLGHQFH�RI�D�FOHDU�µ�JURZWK�DPELWLRQ�JDS�¶�EHWZHHQ�8.�60(V�DQG�WKHLU�FRXQWHUSDUWV�LQ�RWKHU�*�
economies. In order to close this gap, the report recommends improvements in the entrepreneurial ecosystem to
KHOS�EXLOG�JURZWK�DPELWLRQ�±�ZLWK�LPSURYHG�DFFHVV�WR�FDSLWDO�DQG�H[SDQGHG�EXVLQHVV�HGXFDWLRQ�EHLQJ�LGHQWLILHG�DV
critical enablers. 

Alongside the report, Goldman Sachs today announced the expansion of the 10,000 Small Businesses programme
in the UK. At a time when further engagement is needed to support the UK economy and boost productivity, the
programme will be opened up to businesses throughout the UK, beyond the four current hubs. By expanding the
SURJUDPPH¶V�UHDFK��GHYHORSLQJ�QHZ�SDUWQHUVKLSV�DQG�OHYHUDJLQJ�WHFKQRORJ\�WR�GHOLYHU�D�QHZ�RQOLQH�DQG�UHVLGHQWLDO
learning experience, including new modules on internationalization and innovation, 10,000 Small Businesses will
VXSSRUW�WKH�HQWUHSUHQHXULDO�FRPPXQLW\�DQG�WKH�8.¶V�RYHUDOO�JURZWK�DJHQGD���7KLV�ZHHN�LQ�SDUWQHUVKLS�ZLWK
Bloomberg L.P. and Programme Co-Chair Michael Bloomberg, we are also hosting the inaugural 10,000 Small
Businesses UK Coaching Session, which brings together hundreds of high-growth small businesses for a day-long
series of training sessions with experts from Goldman Sachs and Bloomberg L.P. experts designed to give these
entrepreneurs the confidence and skills to tackle and overcome challenges and accelerate growth. 

5($'���,QYHVWRUV�MRLQ�WKH�LQ�FURZG��7KH�+RXVH�&URZG�DQQRXQFHV����������LQYHVWPHQW�PLOHVWRQH�
The Rt Hon Sajid Javid MP, Secretary of State for Business, Innovation and Skills said: 
³�7KLV�UHSRUW�E\�*ROGPDQ�6DFKV�DQG�WKH�%ULWLVK�%XVLQHVV�%DQN�KLJKOLJKWV�WKH�LPSRUWDQW�UROH�WKDW�VPDOO�ILUPV�FDQ�SOD\
in boosting productivity across the UK. Small businesses are the backbone of the British economy and I want to see
more of them growing and creating jobs. There is support out there from Government and from programmes like the
Goldman Sachs 10,000 Small Businesses initiative, and I would urge any small firm with big ambitions to consider it.
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´�
Michael Sherwood and Richard Gnodde, co-CEOs of Goldman Sachs International added: 
³�:H�DUH�YHU\�SOHDVHG�WR�FRQWLQXH�RXU�FRPPLWPHQW�WR�VXSSRUWLQJ�KLJK�JURZWK�VPDOO�EXVLQHVVHV�LQ�WKH�8.�WKURXJK
RXU�¶�������6PDOO�%XVLQHVVHV¶�SURJUDPPH��:H�EHOLHYH�WKH�SULYDWH�VHFWRU�FDQ�PDNH�LPSRUWDQW�FRQWULEXWLRQV�WR
VXSSRUWLQJ�VPDOO�EXVLQHVV�JURZWK��FUHDWLQJ�MREV�DQG�ERRVWLQJ�HFRQRPLF�JURZWK��´�
Ron Emerson, Chairman, British Business Bank, said: 
³�$V�D�FKDPSLRQ�IRU�VPDOOHU�EXVLQHVVHV�LQ�WKH�8.��ZH�DUH�ZHOO�DZDUH�RI�WKH�LPSRUWDQFH�RI�KLJK�JURZWK�60(V�WR�WKH
QDWLRQ¶V�HFRQRP\��:H�DUH�WKHUHIRUH�GHOLJKWHG�WR�KDYH�FRQWULEXWHG�WR�WKLV�UHSRUW�DQG�ZHOFRPH�WKH�H[SDQVLRQ�RI
*ROGPDQ�6DFKV�6PDOO�%XVLQHVV��������SURJUDPPH��´�
Comment Here! 
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SME growth ambition key to UK productivity puzzle

UK productivity could be boosted by increasing exporting and innovation among small and medium sized firms.
%ULWDLQ¶V�SURGXFWLYLW\�LV�IDOOLQJ�EHKLQG�RWKHU�HFRQRPLHV�EHFDXVH�LW�LV�VORZHU�WR�WXUQ�DPELWLRXV�VPDOOHU�ILUPV�LQWR
exporters of innovative new products and services, according to a new report. 
With more support, it is estimated that up to 110,000 small to medium-sized enterprises (SMEs) could become
UHJXODU�H[SRUWHUV��DGGLQJ�DQ�H[WUD�������ELOOLRQ�LQ�*URVV�9DOXH�$GGHG��*9$��WR�WKH�HFRQRP\�LQ�WKH�ILUVW�\HDU�DORQH
in the form of new and higher value jobs. 

The report published today, Unlocking UK Productivity has been co-authored by Goldman Sachs, the Enterprise
Research Centre (ERC) and the British Business Bank (BBB). Its findings draw heavily on the core research
themes of ERC for the past three years. 

8S�WR�������8.�SURGXFWLYLW\�±�WKH�DPRXQW�RI�HFRQRPLF�RXWSXW�HDFK�ZRUNHU�FUHDWHV�SHU�KRXU�±�ZDV�RQ�D�VWURQJO\
upward trend. But since then, it has flatlined and the UK has fallen behind many of its international counterparts. 

7KH�µ�SURGXFWLYLW\�JDS�¶�ZLWK�RWKHU�*��HFRQRPLHV�LV�QRZ�DURXQG���SHUFHQW��,W�LV�HVWLPDWHG�WKDW�WKH�8.¶V�SURGXFWLYLW\
is around 16 percent lower than it would have been if it had stayed on its pre-2008 trajectory. 

The issue has confounded economists and led to the Government publishing a 15-point plan in July this year to
tackle the problem. 

But the new report highlights ERC and wider research showing a crucial but underexplored factor affecting
SURGXFWLYLW\�±�WKH�DPELWLRQ�RI�HQWUHSUHQHXUV�WR�JURZ��

)LUPV�OHG�E\�µ�JURZWK�LQFOLQHG�¶�RZQHUV�DUH�PRVW�SRVLWLYH�WRZDUGV�H[SRUWLQJ�DQG�RSHQ�WR�LQQRYDWLRQ�±�WKH�WZR�IDFWRUV
which drive productivity in UK businesses. 

While the UK has seen the highest number of start-ups of OECD countries, more than half fold within three years.
Growing enough firms with ambitions to scale would have a significant impact on UK overall productivity, but just 18
percent of UK SMEs express high ambitions to grow, compared to 27 percent in the US. Data from the Global
Entrepreneurship Monitor (GEM) shows that early-stage entrepreneurs in the UK have the second-lowest growth
ambitions among G8 economies. 

5($'���$QRWKHU�1RUWK�6RXWK�'LYLGH�±�1RUWKHUQ�%ULWDLQ�HPEUDFHV�HQWUHSUHQHXULDO�VSLULW�VKXQQHG�E\�WKH�VRXWK�

One outcome of low growth ambition is that too few UK SMEs are bringing new products and services to market.
-XVW����SHUFHQW�RI�%ULWLVK�ILUPV�LQQRYDWH��SODFLQJ�WKH�8.���WK�RXW�RI����(XURSHDQ�FRXQWULHV�DQG�PDNLQJ�WKH�8.¶V
LQQRYDWLRQ�UDWH�FRPSDUDEOH�WR�WKDW�RI�7XUNH\�DQG�6HUELD�±�DQG�ZD\�EHKLQG�OHDGLQJ�FRXQWULHV�VXFK�DV�*HUPDQ\�
Belgium and Iceland. 

In addition, British SMEs are exporting less than other countries. While the Government wants 25 percent of UK
firms to be exporting, since 2008 this figure has in fact been declining and now stands at just 18 percent. And of
WKHVH��RQO\����SHUFHQW�DUH�µSHUVLVWHQW�H[SRUWHUV¶�WKDW�UHJXODUO\�VHOO�DEURDG��
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Innovation and exporting are strongly linked to highly productive firms: SMEs that produce new goods and services
are around 7 percent more likely to export than non-innovators and exporters grow more than twice as fast as
those that do not. 

The report calls for greater support and education for entrepreneurs, citing the success of programmes such as
*ROGPDQ�6DFKV¶��������6PDOO�%XVLQHVVHV�SURJUDPPH�LQ�FUHDWLQJ�DQ�HQYLURQPHQW�ZKHUH�EXVLQHVV�RZQHUV�FDQ
learn from mentors and peers over a significant time period. 

READ   How Can a Vancouver Business Benefit from a Coach? 
Prof Mark Hart, ERC Deputy Director and Programme Director for 10,000 Small Businesses UK, Aston University,
said: 
³�$OWKRXJK�HFRQRPLF�JURZWK�KDV�UHWXUQHG��8.�SURGXFWLYLW\�VLQFH������KDV�EHHQ�DOPRVW�IODW��7KLV�PHDQV�ZH¶UH
producing less per worker than our international competitors and taking longer to create the same amount of
economic value. 

³2XU�UHVHDUFK�VKRZV�WKDW�WKHUH�LV�KXJH�XQWDSSHG�SRWHQWLDO�RXW�WKHUH�DQG�WKDW�LI�ZH�FRXOG�EXLOG�WKH�FRQILGHQFH�RI
innovative businesses that have high growth ambitions to start exporting regularly, we could generate an enormous
boost to our economy. 

³7KH�FKDOOHQJH�IRU�WKRVH�SURYLGLQJ�WKLV�VXSSRUW�±�ZKHWKHU�JRYHUQPHQW�RU�WKH�SULYDWH�VHFWRU�±�LV�WR�PDNH�VXUH�LW
ODQGV�LQ�WKH�ULJKW�SODFHV��$�VFDWWHUJXQ�DSSURDFK�ZRQ¶W�ZRUN��EHFDXVH�RQO\�D�UHODWLYHO\�VPDOO�SURSRUWLRQ�RI�ILUPV
FRPELQH�D�KLJK�JURZWK�PLQGVHW�ZLWK�LQQRYDWLRQ�DQG�D�FDSDELOLW\�WR�H[SRUW��´�
Michael Sherwood and Richard Gnodde, co-CEOs of Goldman Sachs International added: 
³�:H�DUH�YHU\�SOHDVHG�WR�FRQWLQXH�RXU�FRPPLWPHQW�WR�VXSSRUWLQJ�KLJK�JURZWK�VPDOO�EXVLQHVVHV�LQ�WKH�8.�WKURXJK
RXU�¶�������6PDOO�%XVLQHVVHV¶�SURJUDPPH��:H�EHOLHYH�WKH�SULYDWH�VHFWRU�FDQ�PDNH�LPSRUWDQW�FRQWULEXWLRQV�WR
VXSSRUWLQJ�VPDOO�EXVLQHVV�JURZWK��FUHDWLQJ�MREV�DQG�ERRVWLQJ�HFRQRPLF�JURZWK��´�
Ron Emerson, Chairman, British Business Bank, said: 
³�$V�D�FKDPSLRQ�IRU�VPDOOHU�EXVLQHVVHV�LQ�WKH�8.��ZH�DUH�ZHOO�DZDUH�RI�WKH�LPSRUWDQFH�RI�KLJK�JURZWK�60(V�WR�WKH
QDWLRQ¶V�HFRQRP\��:H�DUH�WKHUHIRUH�GHOLJKWHG�WR�KDYH�FRQWULEXWHG�WR�WKLV�UHSRUW�DQG�ZHOFRPH�WKH�H[SDQVLRQ�RI
*ROGPDQ�6DFKV�6PDOO�%XVLQHVV��������SURJUDPPH��´�

ERC research shows that between 2008 and 2013 as much as 85% of new jobs in the UK were created by firms
with fewer than 50 employees. 

60(V�DFFRXQW�IRU������PLOOLRQ�������RI�DOO�SULYDWH�VHFWRU�MREV�LQ�WKH�8.�DQG�������WULOOLRQ�������RI�UHYHQXH�SHU
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