Uk employers face lowest confidence in years amid rising costs and trade turmoil
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In April, the UK’s job market witnessed a marked acceleration in staff layoffs, a trend attributed to a confluence of increasing employment costs and turbulent global trade dynamics, notably the fallout from Donald Trump’s tariff policies. The Chartered Institute of Personnel and Development (CIPD) revealed that this culminated in an unprecedented slump in employer confidence, which has dropped to the lowest recorded levels outside of the pandemic. This downturn has instigated not only substantial job cuts but also an extensive hiring freeze throughout various sectors.
The financial implications of higher national insurance contributions and an increase in the national living wage—which both took effect in April—have contributed significantly to employer apprehension. The CIPD’s survey indicated a dramatic decline in the number of businesses anticipating an expansion of their workforce over the next three months, marking a significant downturn since the association's records began in 2014. In recent discussions, James Cockett, a senior labour market economist at CIPD, underscored the necessity for the government to engage constructively with employers. He noted, “Employers are navigating an increasingly complex landscape, which could deter investment in people, training and technology.”
In tandem with this, a separate survey conducted by BDO focused on small and medium-sized enterprises painted a similarly bleak picture. This report noted a fall in output among manufacturing and services firms, leading to historically low confidence levels reminiscent of those during national lockdowns. Scott Knight, BDO’s head of growth, poignantly remarked on the turmoil faced by UK businesses. He stated, “It's practically impossible for businesses to plan and invest with so much instability,” highlighting the crippling effect of regulatory burdens and rising operational costs.
Compounding these issues, employers in the public sector have also expressed grim outlooks, with more anticipating workforce reductions than expansions. The education and healthcare sectors have been especially hard hit by stringent government spending cuts. According to NHS Providers, over a third of NHS trusts are already enacting cuts to clinical positions in a bid to manage financial constraints.
As businesses wrestle with these rising operational pressures, there are indications that many firms might shift their investment focus towards technology, particularly artificial intelligence (AI). A recent poll revealed that more than half of UK business leaders intend to prioritise investment in AI over traditional hiring, as they seek to bolster productivity while managing escalating employment costs. This transition could lead to a future job market increasingly characterised by roles demanding AI-related skills.
Despite the gloomy forecasts, Chancellor Rachel Reeves remains optimistic about potential economic recovery, particularly following a recent interest rate cut by the Bank of England. However, experts remain cautious. Nicholas Beecroft, an economist with KPMG, cautioned that while demand for jobs has weakened, the broader impacts of cuts in minimum wage and payroll taxes could see a further contraction in employment. He added that it would take more than monetary policy adjustments to reverse the trend of dwindling job security.
In conclusion, while the UK government is making efforts to stabilise the economy, with measures like trade agreements with the US and India, the prevailing sentiment among employers reflects deep-seated concerns over rising costs and uncertainty in the global economic landscape. The CIPD has called for clearer guidance on impending labour reforms to help mitigate the pervasive anxiety gripping the business sector, but with mounting economic pressures, a swift recovery appears increasingly uncertain.
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