University of Cambridge Institute for Manufacturing 

Press Release 26 March 2009

Could the recession be the best time to start a new business?

University of Cambridge study shows that high tech firms were more successful if started in tough times 

Cambridge high-tech businesses founded in the recession of the 1990s enjoyed consistently better survival rates than companies started in the boom years. This is one of the findings of a University of Cambridge study examining the fortunes of the Cambridge hi tech cluster over the past two decades.

Looking at firms founded in 1992 during the last recession the report comments: “The survival rates for Cambridge hi tech firms were unusually high, and exceeded rates for all East Anglia firms and UK firms.” 

In contrast the survival rates for firms founded in the second half of the 1990s and early 2000s, both in Cambridge and the rest of the UK, was significantly lower. The difference persists for many years after companies were founded. The report suggests one reason for the difference may be that only firms with good prospects were founded in the recession of the early 1990s. The survivors then benefited from the economic expansion later in the decade.

The report, entitled The Cambridge High Tech Cluster: resilience and response to cyclical trends and co-authored by Dr Elizabeth Garnsey of the Institute for Manufacturing’s Centre for Technology Management, looks at the impact on the Cambridge cluster of major economic trends, such as the IT revolution and the technology crash, analysing the data in terms of industry sector, company size and year of foundation. 

Overall there has been an expansion in the number of firms since the 1960s. However, there was a marked decline between 2002 and 2006 caused by a high failure rate amongst new IT software companies, started during the technology boom. In contrast, the Biotech and R&D sectors enjoyed steady growth through the 1990s and early 2000s with an increase in both firm and job numbers.

The report found that larger companies with their roots in Cambridge have generally done much better than companies headquartered elsewhere. Many firms have been attracted to set up branches in the Cambridge area but have then been more prone to closure and relocation than the larger indigenous companies. “This points to the value of competences accumulated locally, persisting through changes of ownership in some cases,” the report comments.

Cambridge’s high tech companies have experienced some problems since 2004 with a fall in the number of new start-ups and a rise in the number of closures. However, the number of new firms active in emerging technology sectors points to continuing innovation and diversity among the city’s technology cluster, the report maintains. 

“In the current financial situation, knowledge based firms engaged in technological and creative activity are more important than ever as providers of exports and of the skills of the future,” it concludes.

Notes to editors

1. Copies of the report, a working paper entitled The Cambridge High Tech Cluster: resilience and response to cyclical trends, can be downloaded from: http://www.ifm.eng.cam.ac.uk/ctm/publications/w_papers/
2. Further information from Clare Gilmour, Communications Manager, Institute for Manufacturing. Tel: 01223 748261; Email: clare.gilmour@eng.cam.ac.uk
3. The Centre for Technology Management (CTM) is one of several research centres within the University of Cambridge Institute for Manufacturing (IfM). CTM focuses on helping managers to make the most appropriate use of current and future technological resources. It aims to provide comprehensive support to managers, based on an integrated understanding of science, engineering and business management. Further information about the IfM and the Centre for Technology Management can be found at: www.ifm.eng.cam.ac.uk

