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As we entered 2018, the latest results from the Quarterly Business Report make 
for mixed reading. Against a backdrop of uncertainty, it was perhaps unsurprising 
to see a slight fall in domestic demand, steadiness in export demand, lower 
recruitment levels and stagnant levels of investment in both training staff and 
capital expenditure. In contrast, it was reassuring to see price pressures easing 
slightly for local firms along with notable levels of confidence maintained in regards 
to turnover and profitability projections.  

In spite of these results, the region’s renaissance continues at a pace. The fact that 
Greater Birmingham received the highest levels of Foreign Direct Investment of 
any region in the UK in 2017 is evidence of the dynamism that exists at the heart of 
the local economy. The announcement that the British American Business Council 
will be holding its annual conference in Birmingham this summer is also a firm 
testament to the city’s standing on an international stage. In a largely prescriptive 
Spring Statement, it was also pleasing to see the Chancellor announce that the 
West Midlands Combined Authority will receive £100m to help build 215,000 
homes by 2031 – a vital element of attracting and retaining high quality staff. As a 
Chamber, we will continue to offer our members the support they need to ensure 
they are best placed to weather any unexpected economic headwinds and grasp 
opportunities which are still arising in an environment of constant change. 
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Survey respondents from both the manufacturing and services sectors registered 
growth in sales levels in Q1 of 2018. In terms of the UK market, manufacturers saw 
a slight slowing in growth relative to the previous quarter, contrasted to a marginal 
increase amongst the service sector firms surveyed. With specific regard to foreign 
markets, manufacturers reported a marginal slowing (following robust performance 
in Q4 of 2017), whilst service sector respondents reported a slight uptick. 

The aforementioned trend was also reflected in the outlook of respondents, with 
businesses from the services sector generally reporting a more positive outlook 
than manufacturers. It should be noted, however, that both sectors reported slightly 
lower levels of confidence when compared with Q4 of 2017. 

In addition to a slight softening in sales growth, manufacturers also had more 
concerns regarding costs – possibly also feeding into the slightly less optimistic 
outlook. More specifically, manufacturers reported concerns regarding raw material 
costs, exchange rate fluctuations and inflation. Both sectors also reported concerns 
regarding levels of corporate taxation. 

Notwithstanding cost concerns, the majority of firms reported that their investment 
in equipment and training, and employment plans remained on track. However, it 
should be noted that 70% of firms reported difficulty in recruitment, particularly 
aligned to skilled technical and manual, and professional and managerial positions. 
This is reflected in the official statistics for the area.

 
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 Greater 
Birmingham Quarterly Business Report launched in 2016, succeeding the previous 
Quarterly Economic Survey Report. 

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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Q1 saw the domestic demand drop by 3 points to 66 
- a figure which reflects growth at a slower pace in 
comparison to previous quarters.
 
Overall, 46% of businesses reported an increase in their UK sales, a 4% drop from 
the number recorded at the end of 2017. Significant trends emerged from a sectoral 
perspective. The manufacturing balance score saw a sharp drop of 13 points – down to 
52 – the lowest figure recorded since the summer of 2016 as the local economy reacted 
to the fallout of the EU referendum result. Much of this decrease in domestic demand for 
manufacturers was predicated on a greater number of firms revealing that their domestic 
sales remained the same in comparison to Q4 (up from 33% in the last quarter to 58% in 
the current one). By contrast, service firms enjoyed a strong quarter from a domestic point 
of view – the overall balance figure for service companies went up to 71 as 53% of local 
service businesses noted that their UK sales bookings had gone up over the previous three 
months. 

The variances between the two sectors also featured prominently in advanced order 
projections. Whereas the majority of service firms expected their output to remain high 
over the next few months, manufacturers reported a large drop in their advanced domestic 
orders – with only 18% of manufacturing firms predicting an uplift in their UK output in Q2. 
The results mirror developments we have seen emerge on a national level. December saw 
a decline in the volume of cars produced in the UK as uncertainty around Brexit and diesel 
taxation saw domestic output decrease by 28.1%. By contrast, the HIS Markit/CIPS services 
PMI went up to a four month high of 54.5 in February as firms reported strong business 
to business sales. We will continue to liaise with our manufacturing members to gauge 
whether this is an isolated development or the start of a longer term trend. 

DOMESTIC DEMAND

The price balance fell by a single point to 64 as concerns 
around inflation lessened amongst local businesses. 

As the figure is over 50, the overall balance score is still indicative of a growth sentiment. 
Nevertheless, it was pleasing to see a reduction in the price balance for both sectors 
combined – the overall figure of 64 is the lowest we have witnessed since Q3 2016. It was 
a development which was mirrored in the two individual sectors. Service firms reported 
a decrease in the percentage of firms expecting the price of their good and services 
to increase over the next three months (down from 33% to 27% in Q1) where as more 
manufacturers expected their prices to stay the same in the equivalent time period (up by 
a single percentage point to 54). 

In terms of the reasons as to why businesses were suffering pressure to raise prices, it was 
interesting to see the increasing prominence of pay settlements, cited by 22% of firms 
in both sectors combined, which is the largest total recorded since the summer of 2016. 
This is possibly reflective of wider patterns as the ONS revealed average weekly earnings 
across the country rose by 2.6% in the 3 months to January. However, it remains to be 
seen the impact it will have on consumer spending as real wage growth is still anchored in 
negative territory.  

Firms in the two sectors combined remain anxious about the impact that competition and 
exchange rates are having on their business output (33% and 17% respectively). Whilst 
the lower value of the pound continues to bolster export levels, it continues to have a 
detrimental impact on import prices and it was no surprise to see 52% of manufacturers 
expressing concerns over raw material costs. However, it was pleasing to see apprehension 
around inflation lessen for businesses in both sectors combined (down by 2% to 16%). 
With inflation levels starting to fall from their 3% high in Q3 2017, policy makers will be 
hopeful that price rises caused by Brexit related depreciation have started to filter through 
the system and eased the monetary pressures on businesses across the country. 

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
 3 Points


46%


40%


14%

DOMESTIC ORDERS

Balance
 3 Points


40%


48%


12%

PRICES

Balance
 1 Point


30%


67%


3%

EXTERNAL FACTORS

INFLATION 16%
BUSINESS 
RATES 9%
INTEREST 
RATES 13%
COMPETITION 33%
EXCHANGE 
RATES 17%
TAXATION 11%



The workforce balance score fell by 2 points to 59 and 
returned to similar levels noted in the first half of 2017.

63% of firms across the manufacturing and service sector reported that their 
workforce had remained constant, up from the 59% recorded at the tail end of 2017. 
Similar developments emerged from the two sectors – the service sector balance 
score saw a minor decrease from 61 to 59, whereas manufacturers reported a 1 point 
drop to 53 as 66% of companies revealed hiring levels had remained stagnant. 

Echoing an occurrence which marked much of last year, a higher percentage of 
businesses in both sectors combined faced problems when it came to hiring staff. 
Of those that attempted to hire, 64% faced recruitment difficulties. This trend was 
most apparent amongst manufacturers as 52% struggled to recruit candidates with 
the right technical background. Regionally, the ONS revealed that the employment 
level for the West Midlands fell by 0.1% in the last quarter, despite the fact the region 
saw the largest increase in workforce jobs of anywhere in the UK between June and 
September last year. With structural skills gaps continuing to impact on regional 
economic output, the GBCC is calling on the WMCA’s Local Industrial Strategy and 
Regional Skills Plan to set out a blueprint on how it can upskill local residents to 
ensure they are able to access the new opportunities on offer.

WORKFORCE & RECRUITMENT

The export demand balance stayed at 61 for the 
second consecutive quarter. 

Buoyed by sustained growth in the Eurozone, US and Chinese economies and sterling 
depreciation, it was pleasing to see an increase in the number of firms in both sectors 
combined reporting an increase in their international demand, which went up from 
29% to 31%. Similar to the domestic scene, differences emerged from the individual 
sectors. The export demand for service firms saw a 2 point increase up from 58 to 60, 
as a lower percentage of firms reported that their international exports remained the 
same in Q1 (a 12% drop from the 67% recorded in Q4). By contrast, the manufacturing 
balance saw a 4 point decrease – down from 67 to the current figure of 63. Much 
of this was attributed to a greater percentage of manufacturers reporting that their 
export levels stayed the same in comparison to the last quarter (65% compared to 
55% in Q4). 

Advanced export order projections continue to offer encouragement with the overall 
balance score for the two sectors combined recording a 1 point uplift to 63. This was 
mainly down to a greater percentage of service firms expecting their international 
output to gather pace in Q2 and as a result, the service firm balance logged a 2 
point increase from 58 to 60. Whilst it is heartening to see robust levels of exports, it 
remains to be seen the long term impact that the lower value of the pound will have 
on the UK’s net trade position particularly as imports of goods and services to the UK 
grew to a record £56 billion in January. 

EXPORT DEMAND

EXPORT SALES

Balance
 0 Points


31%


59%


5%

EXPORT ORDERS

Balance
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34%
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9%

WORKFORCE 
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63%
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FACED RECRUITMENT  

DIFFICULTIES



Business confidence remained impressive in relation to 
turnover and profitability projections despite ongoing 
uncertainty.

66% of firms in both sectors combined expected their turnover to increase over 
the next 12 months whilst 59% expected their profitability to rise over the same 
time period – the overall balance score in both indicators registered a minor drop 
(a 2 point fall to 79 in relation to turnover and a 1 point decrease to 73 in relation to 
profitability). In both cases this was down to the fact that a greater percentage of 
businesses in both sectors expected their turnover and profit margins to stay the 
same throughout the rest of 2018. 

Unsurprisingly business investment remains stagnant as the spectre of Brexit 
continues to dampen firms’ willingness to invest in the fields of training and capital 
expenditure. In particular, the balance score combined for planned investment in 
upskilling staff and upgrading machinery fell – a two point drop for training down 
to 55 and a single point for capex down to 59. In both individual sectors, we saw 
a greater number of companies reporting their spending plans for equipment had 
remained unchanged this quarter (up from 65% to 67% for service firms and up from 
56% to 59% for manufacturers), in turn this lead to an overall lowering of the total 
combined balance figure. There was a slightly different trend in relation in training –in 
both industries we saw a greater number of firms had revised downwards the money 
put aside for staff training (an 8% increase in manufacturers and a 3% increase 
amongst businesses in the service sector). 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE
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Chamber Comment 

Considered pragmatism is required during a period of 
constant flux.

In testing times, it was reassuring to see the foundations of the regional 
economy remain steadfast and firm. Levels of domestic demand eased 
as manufacturers in particular faced challenging trading conditions. 
Whereas levels of regional export business remained unchanged, it 
was anticipated that investment levels around capital expenditure and 
training would remain stable given the anecdotal feedback we have 
received from our members on how the continued fallout from Brexit is 
forcing them to approach decision making with caution. 

It was no surprise to see a rise in the value of the pound when Britain 
and the EU agreed a large majority of the transition terms for the UK’s 
exit from the European Union. Businesses need a level of certainty to 
make informed judgements related to long term investments. However, 
we would still urge our members to consider all possibilities as the last 
18 months have shown how quickly the political landscape can change. 
Amidst this uncertain backdrop, the GBCC recently launched the first 
part of a new Brexit Toolkit which provides clear and practical advice to 
local firms how to prepare for various permutations during the transition 
period; more details can be found on our website.

CAPEX

Balance
 1 Point


22%


65%


13%

 
TURNOVER

Balance
 2 Points


66%


26%


9%



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 2,900 member companies 
covering six geographic areas across the region (Birmingham, Burton, Chase, Lichfield and 
Tamworth, Solihull and Sutton Coldfield) and four themed divisions (Asian Business Chamber 
of Commerce, Future Faces, the British American Business Council and the Commonwealth 
Chamber of Commerce). 

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


