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The Q2 Quarterly Business Report reveals an underlying confidence amongst firms 
across the region. Not only did we see a rise in domestic and international output, 
but we also saw an increase in hiring along with greater levels of investment in 
machinery and training. This level of optimism amongst businesses in Greater 
Birmingham was perhaps best reflected in highly encouraging profitability and 
turnover projections for this quarter. Nevertheless, it was noticeable that concerns 
over business rates had become more apparent for local companies in the last three 
months along with difficulties in accessing low skilled workers.  

Heading into the second half of the year, it is clear that geo-political uncertainty 
continues to cloud the economic landscape across the globe. The deterioration of 
trade relations between the USA and China coupled with the American imposition 
of tariffs on steel and aluminium imports from the EU is undoubtedly creating 
challenging trading conditions for businesses across the country. As we are now 
less than 12 months away from Britain’s formal withdrawal from the European 
Union, the GBCC Brexit Advisory Group is on hand to advise businesses in Greater 
Birmingham on how best to prepare for the transition and ensure the foundations 
are in place to prosper in an ever changing environment. 
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Manufacturing firms saw an increase in demand from both domestic and foreign 
markets in Q2 of 2018, following the low in domestic demand in Q1, for both 
sales and advance bookings. Interestingly, although the overall trend was for a 
rise in sales, the number of firms reporting a fall in advance bookings also rose 
slightly. There was a slightly more mixed picture in the services sector, with 
sales in Q2 softening slightly, but with an uptick for Q3 anticipated. This trend 
fed into increased cash flows for both sectors - notably for manufacturers, and 
also improved confidence about the next quarter. For manufacturers, however, 
confidence levels still remain below the levels seen in 2017. 

Given these seemingly more positive conditions, as well as the fact that 47% of 
firms are working at capacity – up from 2017, investment plans for both training 
and physical capital have increased across manufacturing and services. In addition, 
both sectors have increased the size of their workforce in Q2, and see it increasing 
further in Q3. Particular areas of demand were skilled manual/technical, professional 
and semi-skilled workers, and both manufacturing and services firms experienced 
less difficulties with recruitment in Q1.

 
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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The domestic demand balance rose to 67 – a marginal 
increase of 1 point.
 
In total, 45% of firms recorded an increase in their domestic bookings which was slightly 
down from the 46% recorded in the previous quarter. However, the percentage of firms 
reporting a decrease in their UK output fell from 14% in Q1 to 12% in the current quarter, 
which lead to a minor uplift of the overall balance score. There were noticeable variances 
between the two individual sectors. The service firm balance score fell by 3 points to 68 
as a greater percentage of businesses in the sector reported constancy in their domestic 
sales. However, the manufacturing balance score saw a welcome recovery from its 
sharp drop at the start of the year, going up from 52 in Q1 to 61 in Q2. Much of this was 
predicated on a largescale rise in manufacturers reporting increased domestic demand 
over the previous three months (up from 23% to 38%). 

Advanced domestic orders also saw an encouraging boost – as the overall balance score 
for both sectors combined witnessed a five point uplift to 69; this was mainly down to 
the fact that businesses in both individual sectors reported greater demand for the next 3 
months. It was reassuring to see the manufacturing balance score go up by 10 points to 58, 
having been anchored in negative territory at 48 in Q1. The key driver behind the uplift was 
that 35% of manufacturers reported an increase in their advanced UK orders (up from the 
18% recorded in Q1). The most recent results could support Governor Carney’s assertion 
that the ‘beast from the east’ played a significant part in dampening domestic demand for 
manufacturers and that we were likely to see a recovery over the summer. Nevertheless, it 
is hard to downplay the fact that the UK suffered its weakest period of GDP growth in five 
years in Q1 (0.1% in the three months to March) and clearly the Government needs to be 
bold in stimulating growth – notably by investing in first class infrastructure projects and 
upskilling our workforce in a bid to unlock future prosperity across the region.

DOMESTIC DEMAND

The price balance fell by a single point to 63 – continuing 
a six month trend.  

In total, 28% of firms in both sectors combined expected the price of their goods and 
services to increase throughout this quarter (a minor 2% drop compared to the first 
quarter of 2018). There were slight differences in each of the sectors, as the service 
balance score fell by 1 point to 61 (mainly due to the fact that a higher number of 
service companies expected the price of their goods to stay the same – up from 70% to 
72%) whereas the manufacturing balance stayed at 70 – with the percentage of firms 
reporting constancy in their prices remaining the same as the previous quarter. Exchange 
rate volatility continues to impact local businesses, in particular 46% of manufacturers 
cited concerns around raw material prices as the main driver of cost pressures. Pay 
settlement pressures eased in both sectors combined (a 1% fall in Q2), possibly reflective 
of the national statistics which revealed nominal wage growth had fallen by 0.1% in Q2. 
Nevertheless, it was a welcome development to see UK wage growth outpace levels 
of inflation for the first time in a year and as a consequence, ease the squeeze on real 
earnings. 

It was understandable to see firms displaying greater anxiety around the impact of 
business rates, with 16% of businesses listing the tax as their biggest concern compared 
to the 9% reported in Q1. Whilst we welcomed the Chancellor’s commitment in the Spring 
Statement to reduce business rates by £10bn and bring forward the first wave of triannual 
revaluations to 2021, we are calling on Mr Hammond to go further at the upcoming 
Autumn Statement and set out a clear plan on how he intends to fundamentally 
overhaul this outdated tax. Facing a business rates bill of an estimated £1m in 2018-19 
was likely to have been a notable factor in House of Fraser’s decision to close its iconic 
store on Corporation Street in Birmingham and if anything, puts further pressure on the 
Government to formulate a policy agenda which will allow our region to retain and grow 
vibrant business and retail centres. 

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
 1 Point


45%


43%


12%

DOMESTIC ORDERS

Balance
 5 Points


47%


43%


9%

PRICES

Balance
 1 Point


28%


69%


3%

EXTERNAL FACTORS

INFLATION 12%
BUSINESS 
RATES 16%
INTEREST 
RATES 10%
COMPETITION 31%
EXCHANGE 
RATES 18%
TAXATION 13%



The workforce balance saw a welcome four point 
increase to 63 – the highest figure recorded since the 
start of 2017.

34% of businesses in both industries combined added to their workforce, the largest 
percentage registered since the end of 2016. Encouragingly, it was a trend replicated 
in each of the sectors. The manufacturing balance score rose by five points to 53 and 
the service sector balance increased by three points to 64. In each sector, a greater 
percentage of firms increased their headcount (a 6% uplift in the service industry and 
a 7% rise amongst manufacturers). It was also pleasing to see the total percentage of 
businesses across the region attempting to recruit grow from 47% in Q1 to 57% in the 
current quarter. Of those businesses that attempted to recruit, 57% faced difficulties – a 
number which is still troubling but down from the 64% listed at the start of the year.  

Our data is broadly reflective of the wider ONS statistics for the region. The West 
Midlands witnessed a 1.4% increase in employment levels during the last quarter along 
with a 1.5% fall in the inactivity rate. Nevertheless, certain factors remain a concern. For 
example, a quarter of businesses surveyed struggled to find low skilled labour, over 
double the figure reported in Q1 and the biggest percentage we have seen since the 
end of 2015. Furthermore, of those businesses that faced problems in attempting to 
add to their headcount, 33% struggled to find candidates with the right managerial 
background. It echoes the findings from our latest Growth Through People campaign, in 
which 32% of participants revealed they do not have clear strategies in place to boost 
management and leadership skills. The full report can be found on our website and we 
have been using our findings to lobby local policymakers to ensure that investing in 
people management techniques is understood and incentivised as an important pillar in 
raising productivity levels across the region. 

WORKFORCE & RECRUITMENT

The export demand balance went up by one point after 
a six month period of stability. 

Despite a greater number of firms in both sectors combined revealing a drop in their 
export output over the last three months (up from 9% in Q1 to 13% in Q2) this was offset 
by an even greater percentage of companies reporting a surge in non-UK growth over 
the same period (up from 31% to 36% in the current quarter) which lead to a minor 
increase in the overall balance score to 62. Once again, distinct patterns emerged from 
the separate sectors. The manufacturing balance score saw a three point climb to 66, 
with 45% of manufacturers reporting an increase in their international business (up 
from the 30% recorded in Q1). The service sector balance figure saw a marginal fall of 1 
point down to 59, mainly due to a higher percentage of service firms seeing their export 
business remain at the same level in Q2 (a four percent increase to 59).  

Future export forecasts remain steady, as the overall balance score projection for 
advanced international orders in the two sectors combined stayed at 63 for the second 
consecutive quarter. In total, a higher percentage of businesses in both sectors across 
the region revealed an uplift in future overseas orders (up from 34% to 36% this quarter), 
however, at the same time, more manufacturers saw a drop in their advance orders (up 
from 9% to 12%) which lead to a rebalancing of the score. From a national perspective, 
Brexit continues to create uncertainty and opportunity. On one hand, the UK’s trade in 
goods deficit deteriorated to £1.2bn with countries inside the EU in the three months 
to April 2018, however it improved by £0.6bn with countries outside of the EU. It was 
also heartening to see HMRC reveal that the number of UK companies exporting goods 
rose by 4% since last summer and the value of exports from England has gone up by 
6.5% in the same time period. For those local firms keen to pursue opportunities in new 
overseas markets, the GBCC International Team is on hand to guide businesses on how 
to navigate the process and ensure maximum returns. 
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The business investment balance increased by three 
points to 58 – the largest score recorded in this 
category since the summer of 2016.

30% of companies in the two sectors combined had revised upwards their investment 
plans for capital expenditure over the last three months (up from 22% in Q1). The 
trend was reflected in each of the sectors; the manufacturing balance score rose by 
three points to 56 and similarly, the service balance score also went up by a couple 
of points to 58. On both occasions, a greater percentage of firms in both industries 
had committed additional funds to buying machinery (an 8% increase in each of the 
sectors compared to Q1). 

Overall, investment plans in training also grew in the combined sectors by 2 points to 
58 as a greater percentage of firms across the board committed to spending more on 
training their workforce (up by 3% to 33% in Q2). Although a welcome reversal from 
the last quarter, the overall balance scores still demonstrate relative stagnation in 
investment levels. Anecdotal evidence from our members has pointed to uncertainty 
caused by Brexit as a key factor in delaying investment decision making. However, it 
should be pointed out that the capex balance score has only risen once above the 
60 mark since the start of 2015- perhaps an illustration of the longer term issues that 
continue to affect local firms’ commitment to investment. In spite of this, profitability 
and turnover projections remain extremely positive amongst firms in Greater 
Birmingham. The turnover balance score reached 80 (the highest figure recorded in 
a year) and the profitability balance went up to 75 (the highest total listed since the 
start of 2017) which again, demonstrates the resourcefulness of businesses in the 
region despite the underlying challenges they are facing.

BUSINESS INVESTMENT & BUSINESS CONFIDENCE
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Chamber Comment 

A welcome upturn across the board but longer term 
questions persist around levels of investment.

The robust nature of the regional economy continues to endure 
regardless of wider political and economic uncertainty. It was pleasing 
to see growth in the levels of domestic and international demand across 
the board, coupled with a rise in recruitment levels for firms in both the 
service and manufacturing industry. Whilst businesses remain under 
pressure to raise prices, levels of optimism remain high, particularly when 
it comes to turnover projections for the next 12 months. 

Although it was pleasing to see an uplift in the number of companies 
allocating extra funding towards training staff and purchasing new 
equipment, data from the ONS suggests investment levels have 
stagnated across the board over the last decade. In addition to this, the 
Bank of England has speculated that the private sector’s capital stock 
would be approximately £240bn larger had investment levels remained 
close to the figures recorded before the Global Financial Crisis. Clearly, 
under-investment in capital expenditure has played a big part in putting 
the brakes on productivity growth over the last decade. In light of this, 
the GBCC will launch Invest to Grow in the autumn. The aim of this 
campaign is to share best practice and business views on investment in 
innovation, research and development, technology and machinery in a 
bid to help local firms not only boost productivity levels and as a result,  
profit margins. Full details will be released on our website in due course.
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Balance
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30%
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15%

 
TURNOVER

Balance
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68%


23%
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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 over 3,000 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


