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AT A GLANCE

Smalland medium-sized enterprises (SMEs) are central to the North East economy,
drivinginnovation, jobs andlocal wealth. Yet many entrepreneurs face persistent
barriers to growth, including limited access to finance, difficulties recruiting skilled
workers, and the challenge of navigating rapidly evolving technologies.

At the same time, the policy landscape is shifting. The UK Government’s Backing Your

Business plan places SME growth at the heart of national economic strategy, while the
North East Local Growth Plan prioritises building a strongerregional economy. This
creates a clear opportunity to strengthen the region’s business support system.

This briefing draws on research with 62 entrepreneurs from across the North East,
alongside analysis of national policy frameworks and academic evidence. It highlights
the key barriers businesses face andidentifies practical ways to strengthen business
support so that entrepreneurs can access theright help at the right stage of growth.
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ACTIONABLE INSIGHTS

1. Strengthen financial readiness and
close funding gaps through tailored
investment-readiness coaching and
supportin developinginvestment
propositions. Simplify grant
application processes and explore
options foraregionally administered
repayable fund to address
persistent financing gaps.

2. Investin people and skills for
growth by strengthening the
alignment of university and college
provision with regional employer
needs. Expand leadership and
management development
programmes and introduce
targeted initiatives to support
graduate retention within the region.

3. Embed peerlearning and networks
into all business support
programmes, incorporating growth
circles, mentoring schemes and SME
alumninetworks so that
entrepreneurs can share
experiences, build confidence and
develop practical solutions to
common challenges.

4. De-risk key growth transitions by
providing support and advice at
critical points in the SME growth
journey, particularly when
businesses hire employees, adopt
new technologies or develop new
products.

Who will find this briefing
useful?

Local and regional policymakers:
North East Combined Authority
leaders, local authority economic
development teams, and North East
Growth Hub partners

Public and anchor institutions:
Universities, colleges, NHS
organisations and otheranchor
institutions

Private sector businesses: SMEs and
entrepreneurs

Business support providers: Growth
Hubs, enterprise agencies, incubators,
accelerators and mentoring networks

Voluntary and charitable sector:
Social enterprises, community
businesses and voluntary
organisations supporting enterprise
development.

CHALLENGE

SMEs play a vital role in national, regional
and local economies. Across the UK
they contribute around £2.8 trillion to
the economy, representing 51 per cent
of total economic output, and employ
over17 million people, representing
approximately 60 per cent of private
sectoremployment (Federation of
Small Business, 2026). In the North East,
SMEs form the core of local economic
activity across theregion’s sevenlocal
authority areas.
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Despite theirimportance, SMEs often
encounter barriers that limit their ability
to grow andscale. These challenges
include difficulties accessing finance,
recruiting skilled workers, adopting new
technologies and planning strategically
for growth.

While many of these barriers are
common across the UK, they are often
shaped and compounded by localand
regional factors. In the North East,
entrepreneurs highlighted issues
including perceptions of the region
among investors, difficulties retaining
graduates, and uncertainty around how
tointegrate new technologiesinto
business operations.

At the same time, the national policy
environment is evolving. The
Government’s Backing Your Business
plan outlines a central role for SME
growthinthe UK economy, including the
development of a national Business
Growth Service working alongside local
Growth Hubs. Meanwhile, the North East
Local Growth Plan identifies economic
growth and business development as a
centralregional priority and signals a
greaterrole forlocally tailored business
support as part of the region’s wider
economic strategy.

Together, these developments create a
timely opportunity to strengthen the
region’s business support offerand
ensureitreflects the needs and
ambitions of North East entrepreneurs.

The research underpinning this briefing
was undertakenin 2025 by Newcastle
Business School and Insights North East

in collaboration with the North East
Combined Authority.

Four focus groups involving 62
entrepreneurs from across the region
were held in Newcastle,
Northumberland and Durham.
Participants represented arange of
sectorsincluding marketing, finance,
technology, lifestyle businesses and
professional services.

The discussions explored four key
themesidentified through the
academic literature: finance, people,
technology and markets. These
sessions were complemented by
analysis of key policy frameworks,
including the Government’s Backing
Your Business plan and the Global
Entrepreneurship Monitor UK2024/25
report (Hartet al., 2025).

Access to finance remains a key barrier

Finance emerged as the most widely
cited barrier to growth across the focus
groups. Entrepreneurs reported limited
optionsin both private and public
finance markets. Banks oftenrequire
collateral that many SMEs cannot
provide, while venture capital funding is
concentratedin particular sectors and
is often perceived asless accessible to
female-founded businesses.

These findings reflect wider evidence
thataccesstofinanceremainsa
persistent obstacle formany SMEs.
Start-ups and smaller firms frequently
face higherborrowing costs, stricter
collateralrequirements and limited
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accesstoequity finance. Evenwhen
funding opportunities exist, application
processes canbe complexandtime-
consuming, deterring some businesses
from applying.

Participants also highlighted the time
and administrative effort required to
apply forrelatively small grants and
expressed interestin clearer guidance
on funding opportunities. Some felt that
the North East is sometimes overlooked
as a destination forinvestment,
reinforcing interestin exploring
regionally focused financing
mechanisms, including the possibility of
arepayable regional fund.

People and skills challenges are acute
andinterconnected

Entrepreneurs reported a number of
interconnected people and skills
challenges that affect their ability to
grow. These included gaps in owners’
management and leadership skills,
difficulties recruiting and retaining
employees, and the perceived risks
associated with taking on new staff.

Graduateretentionemergedasa
particularly pressing concern. The North
East’s weaker transportinfrastructure,
lowerwage levels and perceived lack of
opportunity compared with other UK
regions can make it harder for SMEs to
compete fortalent. Participants also
highlighted a gap between the skills
developed within universities and
colleges and those required by local
businesses.

At the same time, some entrepreneurs
noted that young people in the region
are not always encouragedto view
entrepreneurship as a viable career
pathway, suggesting arole for stronger
enterprise education and exposure to
entrepreneurial role models.

Female founders highlighted additional
dimensions of these challenges,
including reduced confidence in
accessing funding, sectoral biasesin
investor appetite, and the particular
difficulties of balancing business
leadership with childcare and family
commitments.

Technology adoptionis constrained by
cost and lack of expertise

Digital transformation and artificial
intelligence (Al) adoption were
identified asincreasingly important but
poorly supported areas of SME
development. While entrepreneurs
recognised the potential benefits of
new technologies, many reported that
the pace of technological change
makes it difficult and expensive for
smaller firms to keep up.

SMEs often lack the resources or
expertise required to adopt new
technologies effectively. Participants
emphasised the need for practical,
trusted guidance ratherthan generic
training resources. Several suggested
that businesses would benefit froman
“Alaudit”, where specialists visit firms to
identify opportunities and demonstrate
practical applications.
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Growth is most vulnerable at key
transition points

Across the focus groups, entrepreneurs
highlighted that the greatestrisks to
business growth occur at key
transitionalmoments, such as hiring the
first employees, entering new markets,
developing new products or securing
new premises. These moments are
resource-intensive and carry
heightened uncertainty, yet they
receive limited targeted support from
the current system.

Limited time and resources oftenmean
that smaller firms struggle to plan
strategically for growth, while the costs
andrisks associated with employing
additional staff can discourage
expansion. Targeted support that helps
businesses navigate these moments
could therefore have a significant
impact on SME growth trajectoriesin
theregion.

The findings of this research highlight
boththe ambition of North East
entrepreneurs and the challenges they
face as they seek to grow their
businesses. Access to finance remains
difficult for many firms, skills shortages
continue to constrain recruitment and

Encouragingly, the national and regional
policy context provides a strong
foundation for strengthening support.
The Backing Your Business plan, the
North East Local Growth Plan, and
investment by the North East Combined
Authority all signal arenewed focus on
SME growth and create important
opportunities to enhance theregion’s
business support ecosystem.

Realising these ambitions will require
continued collaboration between
policymakers, business support
organisations and entrepreneurs
themselves. SMEs require a shift
towards a support system thatis co-
designed with entrepreneurs, built
around theirneeds, and judged by its
impact on theirgrowth.

By prioritising improved access to
finance, meaningfulinvestment in
people and skills, and the effective
adoption of technology, policymakers
canhelpunlock the North East’s
considerable entrepreneurial potential.

Strengthening business
supportis ultimately
about creating the
conditions in which
entrepreneurs across the
region — regardless of
sector, geography,

retention, and the pace of genderorbackground —
technologi.cal change presents new canstart, scale and
opportunities but also new succeed
uncertainties for SMEs. u '
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ABOUT US: Insights North East harnesses the investment in research and regional knowledge assets forthe
long-term benefit of the North East by: producing accessible and actionable insights for policymakers; and
developing capacity and capability so that this becomes a sustainable, embedded, and systemic activity.
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