UK businesses grapple with mounting pressures as second wave of closures looms in 2026

[image: ]
UK business owners face increasing pressures in 2026 as rising costs, supply chain difficulties, and financial challenges intensify, threatening the survival of many enterprises across the country. According to a recent survey by NerdWallet UK of 500 business owners, an alarming 71% have contemplated closing their businesses in the past year. This sentiment reflects wider economic strains, notably evidenced by the wave of closures among prominent UK retail chains such as Poundland, Claire’s, and Hobbycraft.
The core reasons behind these challenges go beyond simple economic metrics and reveal a personal dimension. The leading cause for considering closure, cited by 34% of respondents, is personal issues like health and family pressures. This is closely followed by falling customer demand (31%), supply chain hiccups (30%), difficulties accessing finance (29%), and escalating property costs (28%). Staff shortages also weigh heavily, affecting a quarter of businesses. These pressures cut across various sectors including hospitality and healthcare, with business owners in the information technology, business & finance, and retail sectors feeling particularly vulnerable. Notably, medium-sized companies with 50 to 249 employees report the highest incidence (84%) of closure considerations. Geographically, London-based businesses also report high closure considerations, at 73%.
This climate comes on the heels of a steep increase in retail store closures, with over 13,500 shops shutting in 2023—up 28% from the previous year according to the Centre for Retail Research. While the number of new store openings has reached levels last seen before the pandemic, notably driven by hospitality and fast food sectors, the net outcome remains negative with a higher rate of closures. Large-scale restructurings in retail chains like Wilko, Paperchase, and Lloyds Pharmacy have contributed significantly to these figures, resulting in net closures of 14 stores per day and widespread job losses—approximately 120,000 jobs were lost in 2023 due to store closures and company restructures.
Amid these conditions, UK businesses plan to increase prices by an average of 14.5% in 2026, with mid-sized companies expecting hikes as high as 19%. This reflects the unavoidable transfer of higher operating costs to consumers. Many owners are also adapting by diversifying income streams, employing automation and AI to reduce labour costs, renegotiating contracts, and cutting expenses such as energy costs and external services. On the flip side, concerning trends such as cutting staff hours, redundancies, and reduction of employee benefits are appearing, underscoring the precariousness of many businesses.
Financial struggles are exacerbated by common business management errors. Undercharging products or services remains the top mistake affecting income, reported by 29% of respondents. Other pitfalls include unreliable customers, weak contractual agreements, poor financial administration, and inadequate expense monitoring. The difficulties are compounded by personal challenges such as childcare access and managing parental leave coverage, which affect work consistency.
In parallel, broader economic data paints a sobering picture. UK Chief Financial Officers are expressing heightened fears about rising costs and competitiveness, with a strong focus on cost control and cash reserves. Inflation remains elevated at 4%, double the Bank of England’s target, and wage growth hovers near 5%, intensifying financial strain on businesses. The upcoming Autumn Budget, expected on 26 November, carries a pervasive uncertainty, with speculation of additional tax rises likely to increase pressure on employers.
The UK also faces a slowdown in new business creation. Data from the Office for National Statistics shows that 2023 had the slowest rate of new business formation since 2010, a potential warning sign for future economic dynamism and productivity growth. Nonetheless, there is a rise in ‘high growth’ employers, reflecting pockets of resilience amid the gloom.
Experts stress the urgent need for robust government support to sustain smaller enterprises, many of which fear closure without targeted intervention. The challenge lies in balancing cost pressures with consumer’s constrained spending power—British consumers carry an average debt exceeding £12,000 and are increasingly cautious, even during peak shopping periods such as Black Friday.
To navigate this difficult environment, NerdWallet UK’s spokesperson Sarah Fleming advises business owners to sharpen financial management, explore diverse financing options, optimise business insurance, and prepare for upcoming regulatory changes such as Making Tax Digital in 2026. These measures may be critical for small and medium-sized enterprises striving to adapt sustainably in an economically turbulent landscape.
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