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MHA Manufacturing sector  
temperature check

The COVID pandemic has undoubtedly  
had a significant impact on our lives  
and on business changing the “normal”  
to “new normal” and six months after  
the first nationwide lockdown across the  
UK, MHA surveyed its manufacturing  
clients and contacts across the country  
to assess the impact this was having.

We posed six questions which we intend to return to on a 
quarterly basis to see how the answers might change.

It was a certainly a perception that, at least initially,  
business had been significantly affected by the pandemic 
and we had heard many stories where clients have told 
us that business had “fallen off a cliff” in April. From more 
recent conversations with manufacturers this had,  
thankfully started to pick up. The speed of pick up, of 
course, depends upon many different factors so we 
posed the question of respondents about how long they 
believed it would take to return to pre COVID levels?

Perhaps reassuringly 62% believed it would take them 
less than a year including 29% who replied that it would 
take less than 6 months. A further 29% believed it would 
take between 1 and 2 years, whilst 9% thought it would 
take longer than this. Whilst only time will tell whether 
these projections are correct one of the significant factors 
affecting this was the role played by the State.

The Government rolled out an unprecedented financial 
support packages of State Aid for businesses in order to 
ensure that cash continued to flow within the economy 
and to try to ensure that significant redundancies were 
not made by businesses where demand had fallen,

but was this enough? 46% of businesses believed that the  
Government had done enough and 21% that they had  
done a fantastic job, whilst 33% believed that they had  
not supported businesses sufficiently well.

Further analysis of the respondents noted a significant 
amount of praise for the furlough scheme which had 
preserved jobs. Whilst some commented on a wish to have 
been able to access “flexible furlough” earlier in the process 
the main concern was that the scheme would end before 
demand had picked up. Subsequently the Government has 
announced further support in this area but made it clear 
that they cannot support and save every job so we will 
continue to review this area. It will also be interesting to 
see what these changes in approach for a Conservative 
Government will mean for Industrial Strategy and Green 
Initiatives going forward.

Where respondents considered that Government could 
have done more the factors that were mentioned included; 
concern over the forthcoming Brexit deadline and how  
this might impact businesses already dealing with the  
pandemic, the delays and problems with Test and Trace 
and how this was impacting the workplace, that relief 
should be targeted to specific subsectors within the 
manufacturing sector, for example aerospace to address 
the unique problems affecting companies engaged within 
this area and a number of comments were made about 
the wish for industrial rates relief for entities that could not 
qualify under existing relief measures.

Early in the period of the pandemic business received  
the call to help the NHS with the provision of PPE and  
respirators and a number of our clients made changes  
to assist where this was possible, but how many of  
respondents changed their product mix?

the view overall 
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50% made no changes to their product mix and 34% 
changed it a little meaning that 16% changed it quite a  
lot or significantly. 

This is, perhaps not a surprising result given the  
challenges of making rapid change to a product mix,  
however it equally underlines the often-exhibited  
ability of manufacturers to pivot and adapt products.

The obvious impact of a closing of International borders 
was on the transportation of goods from suppliers.  
There has been a significant move in recent years toward 
re-shoring or on-shoring of supply chains and one of the 
things we continue to encourage manufacturers to do 
is to review their supply chain. So what impact might 
we expect? We asked respondents whether they will be 
changing their supply chain as a result of experience or 
their review?

A resounding 65% answered “no” indicating a strength  
and resilience within their supply chains that had  
continued to support them during this period. 32% replied 
that they would be making a little change and only 3% 
making quite a lot or significant change. 

During our previous reports we have always questioned 
manufacturers’ investment plans and intentions as we 
saw it as not only an indicator of confidence but it also 
indicated a further move toward automation or  
digitisation and efficiencies or may be addressing  
environmental concerns or a way of answering the  
skills quandary that continues to challenge the sector. 
Therefore, we asked how the pandemic had affected 
investment plans for the next 12 months? encouragingly 
31% said that these would remain as planned and 19% 
believed that they would invest slightly or significantly 
more perhaps this could indicate that businesses are in a 
strong position either because of their own preparedness 
and / or Government assistance, but that also meant that 
50% would be reducing levels and of the respondents 
26% would be making a significant cut, perhaps making 
precautionary or necessary cuts or prioritising elsewhere.

10%

20%

30%

40%

29%

33%

29%

7%

2%

The pandemic has highlighted  
various inefficiencies that we  
must now try to repair whilst being 
supported by the government.”

WHAT OUR CLIENTS SAID How long do you expect it to take for your 
business to return to pre-COVID levels?

12-24 months

Less than 6 months 6-12  months

2-3 years Longer
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One of the main changes to our day to day lives as a  
result of the pandemic has been social distancing.  
When this is applied to the factory we wanted to  
understand how this might affect capacity? 

36% replied that it would have no impact, however 51%  
said it would have a little effect and 13% that it would  
have quite a lot or a significant implication. This does  
not pick up what cost might have been incurred in order  
to make workplaces COVID “safe” but does indicate that  
this is not seen as a significant factor.

It is evident that the pandemic has changed the  
manufacturing environment and the “new normal”, as it  
has been termed, is an evolutionary state not reached,  
in most cases by a simple switch.

Chris Barlow 
MHA Manufacturing sector head

8%24%26% 31%

0% 20% 40% 60% 80% 100%

The significant impact of State Aid, and how future  
help evolves, will obviously be a key factor in how  
manufacturers trade in the remaining part of 2020  
and beyond. Of course, with Brexit very much back 
on the agenda how these two challenges or  
opportunities combine will be key. At least the other 
part of the trinity, the Budget has been postponed  
until 2021, but Government strategy will be vital  
toward ensuring the future success of our  
manufacturing sector and its various subsectors in 
the months and years to come.

How has the COVID pandemic affected your investment plans for 
the next 12 months compared to pre pandemic budgets?

11%

Slightly less 
than planned

Significantly less 
than planned

As planned Slightly more 
than planned

Significantly more 
than planned

Our Business has increased dramatically in the Covid 19 lockdown.  
This has actually created a large headache for us. We have had to take on 
additional staff and will also have to now invest heavily in new custom 
built equipment to handle this increase.” 

WHAT OUR CLIENTS SAID
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UK Manufacturing -  
A North West Perspective

Looking at trading and how long it might take for  
businesses to see a return to pre-covid levels, responses 
were optimistic in the North West. Only 3% can’t see  
business returning to “normal” within 2 or 3 years.  
The majority expect business to return to pre-covid levels  
in 6-12 months - higher than the national average (41% 
v 34%). A common theme amongst a lot of businesses 
(not necessarily just those who manufacture) is that the 
pandemic has forced business owners to really look at their 
business, what they do, how they are structured, how they 
operate on a day to day basis and how they can adapt as 
the situation has demanded. It seems that the government 
support, in the form of the furlough scheme, has allowed 
business owners the time to make those evaluations and 
not make snap decisions.

The majority of businesses are planning to invest the same 
or slightly less than originally planned pre pandemic – this 
indicates that most business owners are trying to get on 
with business as usual. Both nationally and locally only 18% 
expect to spend more than planned – one such response in 
the region cited an increase in business as a direct result of 
the pandemic, necessitating the sourcing of additional plant 
to cope with demand.

Responses in the North West region  
were from a variety of subsectors,  
the prominent ones being unsurprising 
given the location - Textiles, Rubber and 
Plastic, Machinery, Chemicals and Metals.

 It is encouraging that those who intend on spending 
significantly less than originally planned in the region is 
quite a lot lower than the national average at 12% vs 28%, 
indicating that businesses feel they can afford to invest – 
the source of such funds is not apparent from the results.

The North West appears to have undergone a greater 
change in product mix than that reported nationally, with 
only 36% of respondents not changing at all. The results 
will of course be dependent on sub sector and perhaps 
supply chain, availability of products and raw materials. 
Those that had changed their product mix were in the 
medical, textiles, rubber and plastic subsectors, which is 
unsurprising if they’ve moved to making PPE, signage etc. 
Whilst very few respondents are looking to change their 
supply chain as a result of recent events it is evident that 
reduced speed of supply has impacted sales, where key 
suppliers have been slow to return to capacity, whether 
that be due to space restrictions or part time working.

Government support has been well received in the region, 
with 73% of respondents feeling the government either 
did enough or were fantastic in their response. There is 
praise for the furlough scheme, in particular how quickly 
the claims were paid out, thus aiding cashflow during an 
uncertain time. 

36% 51% 8% 4%

Not at all A little Quite a lot Significantly

How much has the social distancing rules affected your  
manufacturing capacity?

Ginni Cooper
MHA Moore and Smalley
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Those manufacturers provide a broad 
spread of businesses within the sector 
in the North East. Manufacturing is one 
of the mainstays of the economy in the 
North East and so the feedback received 
from those businesses provides a good 
insight as to how the economy is feeling 
and responding to the challenges the 
coronavirus has created. 

The companies which have responded include companies 
in aerospace, fast moving consumer goods, oil and gas 
engineering and pharmaceuticals amongst others. 

In terms of the responses they typically mirrored that of 
the national survey as a whole. 

The most common answer in terms of how long it would 
take the businesses to recover to the pre Coronavirus,  
levels the responses were typically between 6 to 24 
months with a few respondents either saying that they 
had already recovered or were in fact ahead of pre  
Coronavirus levels. Only a small number of respondents 
said it would take longer than 24 months.

In the MHA Manufacturing  
Temperature Check survey  
manufacturers across the North 
East responded to the survey  
that was issued recently. 

Typically the businesses were planning investment on  
roughly the same time scale or with slightly elongated  
time scales as a result of the disruption. In some instances 
the businesses were investing less than originally planned 
but the survey has also shown an equal number who are  
investing more than originally planned for a variety of  
reasons. A common reason for increased investment  
tended to be that the businesses were having to change  
their product mix as result of has been experienced in  
the marketplace . For example we have in the region seen  
manufacturers move to support manufacturing for the  
NHS (for example supporting the ventilator projects)  
that might previously have been manufacturing for the  
automotive sector. 

Equally we have seen businesses capitalise on new  
opportunities. For example one of the businesses that  
we act for has been very successful in making perspex 
screens for a broad range of customers and that was not 
a significant product for the company prior to Coronavirus. 
Manufacturing has responded to the challenges quickly  
but has also responded to opportunities too.  

Respondents to the survey were mixed in their approach to 
supply chain, with 47% saying they would have to change 
their supply chain quite a lot versus a combined majority of 
27% and 21% who say they won’t change at all or very little 
with the remaining 5% seeing significant change.  
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The combined financial implications of Brexit and  
Coronavirus together are now causing some businesses 
reassess whether long distance supply chains are  
as effective as they would have been prior to the  
combination of coronavirus and the impending end of  
the Brexit transition.  

Overall the respondents to the survey believed that the 
Government either has provided roughly about the right 
level of support for the sector in the North East but they 
believe that the support levels have been both fast and 
comprehensive. However, the looming disruption that  
the end of the Brexit transition period could bring is seen 
as an unwanted headache as an ending to what has been 
a difficult year.  

We have also worked throughout the Coronavirus  
pandemic with the local manufacturing support body,  
The Advanced Manufacturing Forum. Arthur Hodgson  
of The Advanced Manufacturing Forum has commented 
“it is testament to the ability of the region’s manufacturers 
and survey respondents, many of whom are members 
of the Advance Manufacturing Forum, that many have 
recovered to near pre-Coronavirus levels or have adapted 
to provide new products and have turned the challenge 
into an opportunity. 

Alaistair Wilson 
Tait Walker

The suppliers who raised their 
prices dramatically over the  
pandemic have now been  
removed from our supplier  
register. We will not be using  
them anymore in any projects.”

WHAT OUR CLIENTS SAID

10%20%30%40%

21%

47%

27%

5%

50%

Will you be changing your supply chain as a result of the pandemic? –

North East businesses said

A littleNot at all Quite a lot Significantly

However, the North East region is of course a big net 
exporter, in particular of motor vehicles, and the impact 
of Coronavirus and then the risk of tariffs on cars under 
Brexit have meant that the automotive sector has had 
a particularly challenging year. A trade deal with the EU 
would be the best outcome now as it would make it 
more likely that there will be less ongoing disruption for 
this vital sector in  2021”.  
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The view from the  
West Midlands

The sector has had a particularly  
challenging time in 2020, and while 
there seems to be a slight glimmer of 
hope with latest the announcements 
around vaccines, it’s clear that the  
journey to a “new normal” is long  
with many issues to consider. 

Given the current climate, some of the responses from 
West Midlands manufacturers are, perhaps more positive 
than we might have thought, but this is testament to the 
sector’s ability to weather crises and retain confidence. 

When asked how long do you expect it to take for your 
business to return to pre-COVID levels, (32.5%) felt that 
it would take between 6-12 months, which is the same 
as the national picture although interestingly just over a 
quarter (26.5%) felt that it would take less than 6 months. 
A contributory factor within this may be that nearly 50%  
of manufacturers adapting their production lines to  
produce PPE and other items that are in high demands 
and likely to remain so, thereby guaranteeing a steady 
stream of work for the foreseeable future, albeit a  
different one to that planned for.  

In terms of investment in their businesses, (32.5%)  
have reduced their planned investment significantly  
less than they originally intended – a sign that even 
though some are seeing more orders coming in,  
the sector still remains cautious about spending  
money. The national picture was a split result with 
50% planning to reduce significantly or slightly but 
31% planning to continue at the same levels and  
19%  increase slightly or significantly. 

This then leads to the observation that some 45%  
of businesses have changed their product mix in  
some way – harking back to the adoption of producing 
PPE and other materials sorely needed by the NHS 
and other organisations which keep the factories  
open and people working even in the middle of the 
most challenging period for the country since WW2. 
This is little below the national view which showed 
that 50% had changed their product mix in some way.

The sector also reflects confidence in response  
to how much social distancing rules have affected  
manufacturing capacity, with a significant number,  
(88%), inline with the national view, saying its had  
little or no impact on their ability to produce materials. 



9

This is a hugely encouraging figure, because with  
the introduction of a second national lockdown 
which will be followed by the local tiered scenarios, 
the responses from manufacturers suggest that 
because they don’t have to adapt their workplaces 
significantly for social distancing, they will still be 
able to continue to keep their doors open. 

Perhaps the most surprising change to “reassuring” 
response of all is that 67% of respondents say that 
they will not be changing their supply chain as a  
result of the pandemic, which is much the same 
as the national picture. This, is a response which 
indicates that supply chains have stood up to the 
significant pressure placed upon them during this 
challenging time. Much has been written about 
re-shoring and on-shoring of supply chains and 
particularly shortening of the same and is an area 
we will watch as our survey questions are repeated 
again shortly.

Lastly, we asked how well businesses felt that the 
government has supported manufacturers during 
the pandemic. This was a very mixed bag, with 6% 
saying they felt they hadn’t had any support at all. 
31% feel that they Government could have done 
more, with 40% saying they had done enough, and 
23% felt the support they had received had been 
fantastic. The Midlands view is slightly less positive 
than the national picture which inevitably poses 
questions about whether help has been focused into 
the right areas and sectors and if it has been viewed 
as “equitable”? As always with support programmes 
of this nature, it’s not possible to please everyone 
and there will always be winners and losers, but its 
clear that the support package the Government  
have produced thus far will have to continue for 
some time yet. 

It is this package, along with the ability of our  
manufacturers to adapt quickly to changing  
situations that has meant they have weathered 
COVID 19 in a better way than they may themselves 
have expected at the start of the pandemic. We can 
only hope that with the spectre of Brexit on the  
horizon, that this luck holds and the sector can go 
from strength to strength.

Chris Barlow 
MacIntyre Hudson

MHA’s decision to move their  
manufacturing and engineering surveys 
from yearly to quarterly is a sign of the 
times. With the ongoing pandemic and a 
long winter ahead of us, businesses will 
have to be agile to respond to regular 
changes in Government policy as they try 
to control the Covid-19 infection rate.

It is encouraging that most businesses  
are confident that they will return to 
pre-pandemic levels of output within a 
year. There are reasons to be confident. 
Eventually the Government will begin to 
think about bringing down the national 
debt, but there is likely to be major  
investments made in the short term,  
much of which will be focussed on the 
engineering sector. 

In healthcare, we will need to reassess 
hospital design to be resilient to future 
pandemics. More generally, buildings  
and transport systems will need to be 
made Covid-safe, for example with  
upgrades to ventilation systems.  
As the Government strives to ‘build 
back better’, there will also be major 
investments in our energy infrastructure 
around the country in order to meet our 
ambitious 2050 net zero greenhouse  
gas emissions target. Manufacturing  
and engineering will be at the heart of  
all these initiatives.”

Matt Rooney
Engineering Policy Advisor,  
Institution of Mechanical Engineers 
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Can the manufacturing sector  
really afford a no deal Brexit?

With the EU exit deadline fast approaching, 
Chris Barlow Head of Manufacturing at 
MHA discusses the impact of a no deal  
on the Manufacturing sector, and what 
businesses can do to prepare. 

The sector has faced challenges before, but today’s scenario 
of a potential no deal with the EU and the COVID-19 pandemic 
is truly unprecedented. For the sector to survive it’s imperative 
it remains competitive and is able to grow, thereby protecting 
jobs, and so the sector is looking towards  the Government to 
play their part and deliver a deal with the EU. 

If you are a manufacturing business operating in today’s world, 
an integrated supply chain is essential to the smooth running 
of your business. Unfortunately, even by adopting ‘Just in 
Time’ processes, should one part be delayed, it can undermine 
the whole chain and cause major disruption. In the event of a 
no deal this will only exacerbate an already fraught situation. 

50%
34%
12%

Has the impact of COVID led you to 
change your product mix?

A littleNot at all

Quite a lot Significantly

4%

As a plant and haulage supplier 
to the rail sector Covid-19 has 
not stopped us in anyway, as 
key workers to the rail industry 
our work continued as normal, 
if anything we have been busier 
than normal taking advantage of 
lockdown to under go works with 
minimum disruption to public 
using the rail network.”

WHAT OUR CLIENTS SAID
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This is where the introduction of a ‘protected zone’ or ‘soft 
landing’ for businesses is a must, but at the moment there 
is no firm idea of what these might look like or if it’s even a 
possibility.  One option for businesses is to reshore, but this 
is not viable for many. The skills shortage also plays a huge 
part here. The gap is only getting wider and this coupled with 
the realities of a global pandemic threatening to strengthen 
trade barriers between nations, would have devastating 
consequences.

The Government has realised that intervention and the  
provision of various targeted types of state aid have been 
necessary, such as the introduction of the Job Retention 
Scheme and CBILS, CLBILS and BBL, but these will not last 
forever, and nor are they a viable or realistic substitution 
for a deal. But, in a few short days we shall have a certain 
outcome on the EU question, so what can businesses do 
to ensure they are as ready as they can be for whatever the 
scenario?

The CBI and other groups are constantly lobbying the  
Government and pushing for the introduction of safe havens 
to lessen the impact of a potential no deal, so manufacturers 
should contribute to these discussions, and make sure their 
voices are heard.  Businesses could look to shorten their 
supply chains by reshoring and ensuring a smooth process, 
as well as reviewing supply routes etc. 

In terms of the confluence of Brexit and COVID-19, each 
business should be reviewing budgets for the upcoming 
changes, with regard to the ending of the current Job  
Retention Scheme and the introduction of the new one,  
as well as a potential review of what the Government term 
‘viable jobs’. They should also check on their situation with 
regards to CBILS, CLBILS and BBL schemes, since the 
deadlines have been extended and businesses who did not 
require help in the first wave, may now do so.  

Ensure your contingency planning for a no deal is reviewed 
and strengthened where necessary – minimum stockholding 
checks, alternative delivery sites etc. 

For many, this is a worrying and confusing time. So, talk to 
your advisers about helping you through. If you’re not sure 
where to access funding for instance, they can help with 
that, and a variety of other issues that may lighten the load. 
It’s an old phrase, but never at truer one in these times –  
we are all in this together! 

How well has the government supported  
manufacturers during the pandemic? 

Could have done moreNot at all

Did enough Fantastic

We would have always liked 
more, but on balance across the 
whole economy, it is probably 
about right. It will be interesting 
to see what they do if anything 
more long term, with things like 
Industrial strategy, and Green 
initiatives.”

WHAT OUR CLIENTS SAID

5%

27%47%

21%

Chris Barlow 
MHA Manufacturing sector head
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8
Independent 
accountancy 
firms

36,400
Partners & Staff

180+
Partners 

2,200+
Staff 50+

Offices  
nationwide

147
Territories

About MHA

MHA is an network of progressive and 
respected accountancy and business 
advisory firms with members across the UK.  

Our member firms provide both national expertise 
and local insight to their clients. As an independent 
member of Baker Tilly International, a top 10 global 
advisory network, MHA offers clients unparalleled 
access to a broad range of in-country international 
specialists where overseas projects are on the horizon.

Our Sector Approach
MHA allows clients to benefit from in depth 
sector knowledge in addition to specialist 
accountancy services and expert business advice. 
Manufacturing and Engineering is a key sector 
for MHA, and our industry experts understand 
the challenges and opportunities within the 
sector. With MHA’s sector experience, and local, 
national and international knowledge, our team 
is well placed to provide leading advice.

Scotland 
MHA Henderson Loggie

North East 
MHA Tait Walker

East Anglia 
MHA Larking Gowen

London, South East  
and Midlands 
MHA MacIntyre Hudson

South 
MHA Carpenter Box

South West 
MHA Monahans

North West 
MHA Moore & Smalley

North West 
MHA Mtaxco

National Reach International Reach US$3.9bn
Combined member 
firm revenues 

£143m
Combined turnover
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MHA Henderson Loggie 
hlca.co.uk 

Dundee (Head office) 
The Vision Building 
20 Greenmarket 
Dundee, DD1 4QB

T: 01382 200 055

Additional Offices: Aberdeen,  
Edinburgh & Glasgow

MHA Larking Gowen 
larking-gowen.co.uk 

Norwich (Head office) 
King Street House 
15 Upper King Street 
Norwich, NR3 1RB

T: 01603 624 181

Additional Offices: Colchester, Cromer,  
Dereham, Diss, Fakenham, Holt  
& Ipswich

MHA Carpenter Box 
carpenterbox.com 

Worthing (Head office) 
Amelia House 
Crescent Road 
Worthing, BN11 1QR

T: 01903 234 094

Additional Offices: Brighton & Gatwick

MHA MacIntyre Hudson 
macintyrehudson.co.uk

London  
New Bridge Street House 
30-34 New Bridge Street 
London, EC4V 6BJ

T: 020 7429 4100

Additional Offices: Birmingham,  
Canterbury, Chelmsford,  
High Wycombe, Leicester, Maidstone, 
Milton Keynes, Northampton,  
Peterborough & Reading

MHA Monahans 
monahans.co.uk

Swindon (Head office) 
38-42 Newport Street  
Swindon  
Wilts, SN1 3DR

T: 01793 818 300

Additional Offices: Bath,  
Chippenham, Frome, Glastonbury, 
Melksham, Taunton & Trowbridge

MHA Moore & Smalley 
mooreandsmalley.co.uk

Preston (Head Office) 
Richard House 
9 Winckley Square 
Preston 
Lancashire 
PR1 3HP

T: 01772 821 021

Additional Offices: Blackpool,  
East Midlands, Kendal, Kirkby  
Lonsdale, Lancaster, Liverpool,  
Manchester & Southport

MHA Mtaxco 
mtaxco.com

Manchester (Head Office) 
Peter House 
Oxford Street 
Manchester, M1 5AN

T: + 44 (0) 7760 166 802

MHA Tait Walker 
taitwalker.co.uk

Newcastle (Head office) 
Bulman House 
Regent Centre 
Gosforth 
Newcastle Upon Tyne, NE3 3LS

T: 0191 285 0321

Additional Offices: Durham, Leeds, 
Northumberland & Teesside

Contact Your Local MHA Office

MHA is the trading name of MHCA Limited, registered in England, registered number 07261811, registered office:  Moorgate House, 
201 Silbury Boulevard, Milton Keynes MK9 1LZ. MHA is a UK association of independent accountants and business advisors. MHA is 
an independent member of Baker Tilly International through its association with MHA. MHA is an independent member of Baker Tilly 
International Ltd., the members of which are separate and independent legal entities.
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