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MEDIA RELEASE

New data confirms impact of COVID-19 on UK small business revenue and
employment

UK small business revenue down 28 per cent and employment down 6 per cent
Xero launches Roadmap to Recovery manifesto calling for extra government support for SMEs

London - July 1, 2020 - New analysis from Xero, the global small business platform, has revealed
the extent of COVID-19’s impact on UK small business employment and revenue between March
and May 2020, showing a 28 per cent drop in revenue and a six per cent decline in employment.
Late payments to UK small businesses increased by 7.8 days between February and May 2020.

Based on anonymised and aggregated data from Xero customers in the UK, Xero’s Small Business
Insights (SBI) reveals a significant downturn in revenues and jobs during the period and examines
the data across industries and regions. The new findings underpin Xero’s Roadmap to Recovery
manifesto, launched today to call for extra government support to help SMEs rebuild.

Our data suggests jobs in small businesses in the UK declined 6% between March
and May

Number of jobs in small businesses
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Xero SBI payroll data indicates that small business employment has fallen by six per cent on
average between March and May 2020, even before the Government’s Coronavirus Job Retention
Scheme reduces its support over the coming months. Small businesses in the hospitality sector
saw the largest number of job losses of 10.8 per cent in April and a further 3.1 per centin May,
followed by the rental, hiring and real estate sector which saw job losses of 3.2 per cent in April
and 6.9 per cent in May.


https://www.xero.com/uk/?escape=true
https://www.xero.com/
https://www.xero.com/content/dam/xero/images/UK/uk-covid19/xero-roadmap-to-recovery-for-small-businesses.pdf?logActivity=true
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Although the impact of COVID-19 has been felt across the country, the data showed that small
businesses in the East Midlands suffered from the most job losses, with a 3.7 per cent fall in April
and 8.5 per cent fall in May. Comparatively, small businesses in the South of England saw a 6.3 per
cent fallin job losses in April, and a 0.1 per cent fall in May.

Revenue for UK small businesses was 28% lower in May 2020 than a year earlier,
similar to the levels in April

Revenue growth of UK small businesses
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Xero Small Business Insights research team found that revenue for small businesses was 28 per
cent lower in May and 26 per cent lower in April, when compared with the previous year.

Analysis of customer data showed that the hospitality sector (57 per cent revenue fall in April, and
a slight improvement to 54 per cent revenue fall in May) and the arts and recreation industries (41
per cent fall for both April and May) were hit the hardest.

Meanwhile, the construction (45 per cent fall in April, with an improvement to 31 per cent fall in
May) and manufacturing industries (28 per cent fall in April, compared with 18 per cent fall in May)
both saw smaller declines in May, potentially pointing to some signs of recovery.
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The average time taken for small businesses to be paid increased sharply
in April and May to be more than a week higher than in February

Average days to be paid
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The data found that invoices are taking longer to be paid, with the average time for small
businesses to be paid increasing sharply by 7.8 days since February (from 30.7 days to 38.5 days).
With late payments already a point of concern for small businesses, longer payment times are
likely to compound the cashflow stress.

Roadmap to Recovery

Following the analysis of this customer data, Xero has identified the key areas of government
support needed by small businesses in order to rebuild. The Roadmap to Recovery policy
recommendations, covering technology access, digital skills development and strengthened local
communities, include calls for 30 days payment terms as standard, digital tools tax relief,
improved regional internet access and an offset of technology expenses against tax.

The launch of the manifesto is the first step of a campaign to support small business recovery, and
calls for the government to meet the ‘levelling up’ agenda as part of its election promise.

“The pandemic has had a devastating impact on business. As our customer data shows, jobs are
being lost and the creation of new ones will depend on how quickly the economy can be
rebooted.” said Gary Turner, UK managing director of Xero.

“As a digital service provider to more than half a million small businesses in the UK, we have a
unique perspective on the areas where the government needs to create a more supportive
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environment over the coming months if the economy is to regain the lost ground. We’re sharing
our Roadmap to Recovery manifesto today which calls on the government to provide this support
and to lead the upgrading of small business infrastructure to support recovery and enable SMBs to
be better prepared for new threats.

“With the right support, small businesses will be able to provide much-needed job opportunities
and a vital economic boost for the UK.”

Philip King, Interim Small Business Commissioner Commented: “Making payment promptly
through the supply chain during the current climate is vital for the immediate survival and future
of small businesses. The impact on small businesses receiving payment faster than they might
have expected cannot be overstated but the consequences of late payment can go far beyond
financial to affecting well-being, mental health, and more.

It is imperative that businesses work together as partners and create a culture of good payment
practice. Looking at their supply chain to identify the most vulnerable and ensure they are
supported will mean those suppliers are still there to support them when the crisis is over. This will
reduce damage to the economy and will eliminate the risk of reputational damage.”

For more information about Xero’s Roadmap to Recovery manifesto, visit
www.xero.com/behindsmallbusiness.

- ENDS -

Media Contact
Xero UK

Clemmy Stopford
07779982378

clemmy.stopford@xero.com

About Xero

Xero provides a beautiful and easy-to-use cloud-based accounting software service for small
businesses and their advisors around the world. Xero connects more than two million subscribers
with an ecosystem of over 800 third-party apps and 200 plus connections to banks and financial
service providers. The IDC MarketScape recognised Xero as a Leader in the Worldwide SaaS and
Cloud-Enabled Small Business Finance and Accounting Applications 2020 Vendor Assessment. On
the 2020 Financial Times High-Growth Companies Asia Pacific list, Xero was the largest company
by revenue to come from New Zealand or Australia. Xero has also been included in the 2020
Bloomberg Gender-Equality Index and the FTSE4GOOD Australia 30 Index.

About Xero Small Business Insights

The Xero Small Business Insights program provides analysis on the sector’s health, with its metrics
based on anonymised, aggregated data drawn from hundreds of thousands of our subscribers.
The result is a picture of business conditions that’s more accurate than most private surveys,


http://www.xero.com/behindsmallbusiness
mailto:clemmy.stopford@xero.com
https://www.xero.com/?escape=true
https://www.xero.com/au/about/investors/idc-report/?escape=true
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which typically have a far smaller sample size, and more frequently updated than much of the data
on small business. Xero is currently producing a series of specialised monthly metrics, providing a
week by week view of the impact of the COVID-19 event.

About AlphaBeta Australia (part of Accenture)

AlphaBeta Australia (part of Accenture) is a research firm with offices in Sydney, Canberra and
Melbourne. It specialises in combining advanced analytical techniques and innovative data to
generate new insights and fresh perspectives on the challenges facing business and government.



