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Begbies Traynor 

 

Increased distress for small businesses in the North East 

 
 
Small businesses in the North East are once again bearing the brunt of financial distress according to 

leading business rescue and recovery specialist Begbies Traynor. 

 

The latest Red Flag Alert data, which monitors the financial health of UK companies, shows that in the 

first quarter of 2017 ‘significant’ distress in the region, which indicates early signs of financial problems, 

increased by 6% since the previous three months.  While the number of large companies affected in the 

North East remained fairly stable (increasing from 346 to 364), the number of SMEs experiencing 

‘significant’ distress showed a more significant rise from 5,360 businesses in Q4 2016 to 5,700 in Q1 

2017. 

 

The 6% increase in instances of ‘significant’ distress in the North East quarter on quarter is below the 

national average which saw a rise of 7%.  However, looking at the year on year levels of ‘significant’ 

distress, the region outperformed the nationwide picture with a 5% rise regionally compared with an 8% 

rise nationally.  In the North East, this represents 6,064 businesses out of 296,054 nationally which are 

experiencing significant distress. 
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Looking at instances of ‘critical’ distress, the more advanced signs of financial problems, the North East 

has seen a 19% increase quarter on quarter, slightly above the national average of a 17% rise across the 

UK as a whole. However, year on year, the region outperformed the rest of the country with a 5% fall in 

levels of ’critical’ distress compared with a 7% rise nationally.  

 

Gillian Sayburn, director at Begbies Traynor’s Newcastle upon Tyne office, said: “With small businesses 

playing a vital role in the regional economy, it is extremely worrying to see them once again suffering to 

a greater extent than their larger counterparts.  While for many years, SMEs have struggled under the 

growing demands of bureaucracy, much of which was believed to stem from the EU, it remains to be 

seen whether Britain’s impending exit will lighten their load. 

 

“Unfortunately, many smaller businesses do not have in place the experienced management team and 

robust structures of larger companies, making them less able to cope with political uncertainty and the 

vagaries of the economy – a real concern as we embark on what is expected to be a protracted Brexit 

negotiations process.” 

 

Ms Sayburn continues: “With slow payment by larger companies continuing to put added pressure on 

SMEs despite initiatives by the Government to alleviate it, it is vital that business owners seek 

professional advice at the first sign of financial trouble when more options will be open to them.” 

 

Sectors in the North East which fared the worst in the last quarter included food and beverage which 

saw a 38% year on year rise in ‘significant’ distress; transport (33% increase); utilities (up 34%); and 

media (up 23%).  In contrast, a number of sectors saw an improvement in their fortunes such as hotels 

and accommodation (13% fall in ‘significant’ distress compared with Q1 2016); telecommunications 

(12% decrease); automotive (down by 11%); and financial services (7% fall). 

 

 


