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The Q4 Quarterly Business Report looks back at the final few months of another 
remarkable year. 2017 brought both unexpected and expected political and 
economic developments, in the form of a snap General Election, continued 
fallout from Brexit negotiations and the first interest rate rise in almost a decade. 
Throughout it all, our firms continue to demonstrate a remarkable durability in light 
of ongoing uncertainty.  

The latest results revealed that healthy levels of domestic and international output 
were upheld as we head into the New Year. It was pleasing to see concerns over 
accessing the right talent lessen and a slight upturn in the levels that firms were 
investing in training their staff. Furthermore, strong projections around profitability 
and turnover were also maintained as firms across Greater Birmingham continue to 
exhibit an air of optimism.  

On a wider note, it was great to see the Government recognise the work of the 
West Midlands Mayor in the second Devolution Deal. The £250m of funding 
allocated to enhancing the transport networks across the region is a testament to 
the work that the region’s institutions such as the wider WMCA are carrying out, 
especially as no other area in England has been granted a second devolution deal of 
this kind. Looking ahead to 2018, we will continue to engage with the Mayor’s office 
and other stakeholders to ensure the views of the local business community are 
being effectively represented and fed into key regional policy programmes. 
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Signals from the latest Greater Birmingham Chambers of Commerce Quarterly 
Business Report are mixed, with the economic direction difficult to discern.  Overall, 
the Quarterly Business Report indicates some recent firming from the previous three 
quarters’ weakening, but still off the equivalent 2016 quarter’s highs.  Nevertheless, 
the local economy remains in positive territory.   

Whilst over half of all firms indicated increased recruitment demand (actual and 
intended), manufacturers reported difficulties recruiting sufficiently skilled and 
technical staff. Furthermore, service sector firms reported similar problems in 
attracting professional and managerial candidates.  Price pressures were also 
seen by both sectors as tightening, with raw material inputs a key concern for 
manufacturers.  However, business confidence and investment continued to 
record respondents’ positive sentiments.  Following three quarters of slackening 
performance, the pick-up recorded this quarter tentatively suggests that going into 
2018, Birmingham’s growth prospects are favourable. 

 
The Greater Birmingham Chambers of Commerce’s Quarterly Business Report offers 
an up to date snapshot of the performance of the Greater Birmingham business 
community. It is the most comprehensive regular report of its kind in the city-region. 
Underpinning our report is data gathered from quarterly surveys on key indicators 
such as sales, exports, investment intentions and the workforce.  

The Chambers survey businesses across the Greater Birmingham Chambers area 
which includes Birmingham, Solihull, Sutton Coldfield, Lichfield & Tamworth, Cannock 
Chase and Burton-on-Trent. Balance figures are determined according to business 
responses to the indicators: an increase (multiplied by 1), remain constant (multiplied 
by 0.5), decrease (multiplied by 0).
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The domestic demand balance rose by 1 point to 69 – 
the highest figure seen since the start of the year. 

50% of firms in both sectors combined recorded an increase in their domestic 
sales, with 12% reporting a drop in their UK sales, down from the previous figure 
of 16%. However, there were acute differences in the individual sectors. Service 
firms saw a 2 point increase in the balance score for UK sales, as the number of 
companies reporting decreased domestic sales fell from 16% to 11%. Conversely, 
the manufacturing balance score for domestic sales revealed a two point drop as a 
higher percentage of firms reported a downturn in their UK output (up from 14% in 
Q2 to 18% in the current quarter). In terms of domestic orders, the balance figure for 
firms in the two sectors combined remained at a very healthy 67, mainly predicated 
on manufacturers in particular expecting a rise in their advance orders heading into 
the first quarter of 2018. 

Nevertheless, the results need to be placed in context. At the recent Autumn Budget, 
Phillip Hammond announced that GDP growth projections have been revised 
downwards from 9.7% to 7.2% in the run up to 2021. In light of this, it was reassuring 
to see the Chancellor commit an extra £8bn to bolster digital infrastructure networks 
and R&D funding via the National Productivity Plan in a bid to strengthen the 
underlying structures of the domestic economy.
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The price balance stayed at 65 for the third 
consecutive quarter, as businesses continue to face 
pressure to raise prices.  

35% of companies expected the prices of their goods and services to go up as 
we head into 2018 (up from the 34% listed in Q3), however, this was offset by 5% 
predicting their prices would decrease, which, once again, levelled out the overall 
balance score. As the balance figure is over 50, this shows that firms are still 
facing cost pressures - but the intensity has eased throughout the year. 49% of 
manufacturers cited raw materials prices as their main price pressure for the sixth 
quarter running – a trend we have seen magnified since the EU referendum result. 

As the Monetary Policy Committee voted to raise the base rate by 0.25% in 
November, it was no surprise to see concerns over interest rates almost doubled for 
firms in both sectors combined- up from 7% to 13%. Competition is still the biggest 
concern amongst companies in the services industry (32% in Q4 compared to 29% 
in the last quarter), and apprehension over exchange rates was the biggest concern 
for manufacturers (26%). It remains to be seen whether the price of sterling will 
stabilise in light of Governor Carney’s assertion that any future interest rate rise will 
be incremental in its application. Given the political uncertainty caused by Brexit and 
the change in the Bank of England’s policy around interest rates, it is likely that we 
will continue to see sterling fluctuations in the months to come. 
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The workforce balance score increased by 3 points to 
61 in Q4, the highest figure recorded since the start of 
the year. 

Overall, 31% of companies in the two sectors combined reported they had added to 
their workforce over the last three months, up from the 29% listed in Q3. On another 
positive note, the percentage of firms attempting to hire had also risen to 55%, an 
increase of 6% in comparison to the third quarter of the year. The individual balance 
scores in both sectors saw an increase in regards to staff levels – a 2 point upturn 
for service firms (as a greater number of firms added to their headcount) and a 3 
point increase for regional manufacturers (as a lower percentage of manufacturing 
companies reduced their headcount).  

The percentage of firms that faced difficulty in hiring also went down in both sectors 
– service firms saw a 4% drop whilst, more encouragingly, manufacturers recorded 
a 14% fall (albeit from the alarmingly high 77% listed in Q3). Related to this, 53% of 
manufacturers struggled to find candidates with the right technical background 
whereas 45% of service sectors firms found it a challenge to hire individuals with the 
right professional skillset.  

Similar trends emerged across the wider region. The recent Labour Market Statistics 
revealed a 0.1% rise in the employment rate and 0.3% fall in the unemployment rate 
across the West Midlands. However, it is clear that the shortage of skilled workers 
continues to dent the output of the region. Building upon the success of last year’s 
programme of events, the GBCC will once again be running the Growth Through 
People campaign in 2018. The campaign promotes the benefits of leadership and 
people management skills with a view to boost individual companies’ productivity and 
ultimately the regional skills base.
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The export demand balance saw a marginal fall to 61, a 
downward trend that has marked the majority of 2017. 

Although the overall percentage of firms reporting a decrease in their international 
output fell over the previous 3 months (down from 15% to 9%), this was offset by a 
greater number of companies in the region reporting constancy in their export sales 
(up from 46% to 63%). In each individual sector, we saw a similar trend, with 67% of 
services firms revealing that export sales remained the same (compared to 52% in 
Q3) and 55% of local manufacturers experiencing a similar trend (compared to the 
38% recorded in the previous quarter).  

Looking ahead to next year, the overall balance score for advanced export orders 
rose from 60 to 62. However slight differences appeared in each separate sector. 
The balance score for service firms fell by 1 point to 60; this was in contrast to the 
manufacturing balance figure which went up by 7 points to 69. Nationally, a mixed 
picture emerged.  Despite the depreciation of sterling making our goods and services 
more attractive to businesses around the world, import prices continue to rise at a 
faster pace than profits made from exports, as inflation nears the 3% mark.  
 
With the ONS revealing in September that the UK Trade Deficit had hit £2.9bn, it 
is clear the Government need to plot a course which allows local firms to continue 
to benefit from existing relationships with our European counterparts, whilst also 
creating new export channels with countries across the globe. Related to these 
developments, the GBCC has recently established a Commonwealth Chamber 
of Commerce which will allow regional firms the chance to explore new export 
opportunities with members of the Commonwealth. 
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For the second quarter running the balance figure stayed 
at 57 for business investment in capital expenditure, as 
confidence levels remain impressive amongst firms in the 
region.  

Collectively, 63% of businesses in both sectors recorded unchanged levels of CapEx 
investment (reflecting a minor increase of 1% in comparison to the last quarter). In terms 
of investment in training, the combined balance score increased from 59 to 60. Once 
again, sectoral differences emerged. 30% of firms in the service sector allocated more 
resources to training programmes this quarter (compared to 27% in Q3), whereas the 
percentage of manufacturers assigning additional funding to training their staff went 
down from 31% to 24% (despite the increase in the manufacturing workforce balance 
figure this quarter). 

It was heartening to see our firms maintaining notably high projections around turnover 
and profitability. In terms of profitability, the balance score for the two sectors combined 
increased by 2 points to 74, the second highest figure recorded since the end of 2014 
as a greater percentage of firms in both sectors expect to see their profit levels improve 
over the next 12 months (57% to 61%). Turnover projections followed a similar pattern: the 
overall balance score went up by 1 point to 81 - the highest figure posted since the start 
of 2017.  Nevertheless, it was interesting to note that profitability and turnover projections 
were slightly down for manufacturers – this could reflect tempered optimism as a result of 
the ambiguity surrounding negotiations with the European Union. 
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Chamber Comment 

The political and economic arena remains in a state of 
flux. Now is the time for Government to demonstrate 
they are on the side of the business community.

As 2017 drew to a close, local firms reported an upturn in domestic 
demand, consistency in their international output and more money 
allocated to training members of their workforce. Nevertheless, access 
to skilled talent remains a problem for businesses across the region 
and stagnant wage growth coupled with escalating levels of inflation 
continue to have a detrimental impact on household spending – a key 
driver of economic growth in the UK. A number of our members cited 
concerns over competition as an impediment on business growth 
and it is vital that the spectre of Brexit does not detract from the 
Government’s objective to enhance the competitiveness of the domestic 
economy.  

Although we broadly welcome the Chancellor’s plans to modernise the 
administration of business rates, a more radical overhaul of the rating 
system would actually create a solid platform for our firms to flourish. 
We will continue to partner with the British Chambers of Commerce in 
calling for systematic reform of the business tax system in a bid to bring 
about sustained economic growth for companies across the country.



Quarterly Business Report 
If you have any further questions on the report please contact Raj 
Kandola on 0121 607 1814 or r.kandola@birmingham-chamber.com. 
 
For more information go to www.greaterbirminghamchambers.com

About GBCC

The Greater Birmingham Chambers of Commerce (GBCC) is a membership-led, business 
support organisation that has acted as the voice of local businesses since 1813. Today, we 
continue to connect, support and grow local businesses. 

We are one of the largest Chambers in the country, with more than 2,800 member companies 
covering six geographic areas across the region (Birmingham, Burton, Chase, Lichfield and 
Tamworth, Solihull and Sutton Coldfield) and three themed divisions (Asian Business Chamber 
of Commerce, Future Faces, and the British American Business Council). 

Members range from young professionals to SMEs and large, high profile organisations, 
including 36 Chamber Patrons comprising companies such as Mondelez International, Jaguar 
Land Rover and The NEC Group.

About Birmingham City University

Birmingham City University is a dynamic, business-engaged institution. As a substantial 
employer with over 2,000 staff and through the provision of graduate talent, research and 
knowledge transfer, we contribute around £180 million to Birmingham’s gross domestic product 
(GDP). 

The university works with in excess of 5,000 businesses, regionally, nationally and 
internationally, with our courses informed by Industry Advisory Boards, where information 
about business needs are reviewed and skills challenges are discussed. In 2015 we launched 
Advantage, the business growth service from Birmingham City University enabling 
organisations and individuals to get connected with knowledge, skills and money in business, 
innovation and enterprise.  

We have extensive sector linkages providing detailed intelligence and input into future 
innovation, driving thinking around smart specialisation, the creative economy, advanced 
manufacturing and health-related life sciences. Through our work with partners such as 
the GBS LEP, WMCA, Science City, and Creative City Partnership, we take a lead on cross 
innovation, design and climate change. Innovation is at the core of our work. Working in 
partnership is at the core of our approach to business.

Join the Conversation 

Join the conversation by following at @grbhamchambers and using #GBCCQBR


