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With the announcement in April that the European Union had granted the UK a 
six month extension to Brexit, it was no surprise to see a number of contrasting 
trends emerge from our latest Quarterly Business Report. Certain commentators 
have adopted the theory that the longer negotiation period will offer a modicum 
of stability and allow business confidence to recover; others are of the opinion that 
a delay simply adds the underlying mood of uncertainty and discontent. From a 
local perspective, it was pleasing to see a rise in domestic demand, cash flow and 
price pressures easing, recruitment patterns remaining broadly even and a minor 
upturn in confidence levels. However, we cannot disguise the fact that export levels 
are continuing to suffer and investment in capital expenditure has entered negative 
territory for the first time in a decade. While low investment in Capex is a structural 
issue which predates Brexit, it is one which has no doubt been aggravated by the 
uncertainty surrounding the process of leaving the European Union.

It’s a tribute to the underlying strength of the Greater Birmingham economy 
that the majority of indicators remain in positive territory and a number of local 
developments add to the air of optimism in the region. The release of Birmingham 
Airport’s Masterplan with its blueprint of creating 34,000 jobs and generating 
over £2bn worth of economic benefit for the region over the next 15 years is a 
case in point. It’s fantastic news that our city will be hosting the Transatlantic 
Trade Conference for the second consecutive year – an event which reiterates the 
flourishing status of Birmingham and its standing on the global stage. Regardless of 
political developments in Westminster, as a Chamber we will continue to champion 
the region as vibrant and dynamic and infused with an entrepreneurial spirit which 
I’m sure will continue to thrive in the years to come. 
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Domestic demand appears to have been relatively unaffected by the political 
turmoil in Westminster remaining largely stable since Q1. Indeed, forward orders 
have rebounded following a weaker first quarter, which might be in part related 
to the 6 months of Brexit breathing space granted to firms. Given this stability, it 
is unsurprising to see Labour demand continuing to grow at a similar pace to last 
quarter. Recruiting intentions appear quite buoyant, suggesting that recruitment 
and retention will remain key issues for many firms, particularly for those seeking 
specialist skills.

In contrast to the domestic situation, export demand softened in the second quarter, 
although it remains slightly positive overall. Advance orders for exports continue to 
run below the levels seen last year, indicating that the weakness could continue into 
the third quarter. Firms have been unable to entirely escape the long shadow cast 
by political uncertainty and it is no surprise to see investment plans remaining weak 
having fallen significantly since 2018.

In this regard, the second half of the year is likely to prove interesting, with a number 
of possibilities looking plausible at this juncture. Late July will see a new Prime 
Minister in office and the October Brexit deadline rapidly approaching following the 
parliamentary recess and party conference season.

 
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, Brexit 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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Quarterly
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Domestic demand saw a minor upturn of 1 point to 65, but 
is still some way off the figure of 70 recorded six months 
ago.
 
In total, 46% of businesses saw their UK sales increase over the previous three months – 
a three percent uplift compared to Q1. For the second consecutive quarter, 17% of firms 
reported a fall in domestic output – the joint highest figure on record since Q3 2016. In 
terms of the individual sectors, both service firms and manufacturers also recorded an 
increase in the balance scores for domestic demand – up by 1 point to 64 for services and 
a 2 point rise for manufacturers to 59. 27% of manufacturers witnessed a fall in domestic 
sales, however this was offset by a greater percentage recording a rise in UK business (up 
from 39% to 46%) which led to an overall improvement in the balance score figure. 

Advanced UK orders also followed a similar trajectory – the combined sector balance 
score went up by a healthy five points to 66. Much of this was down to the fact that 
the percentage of firms reporting a drop in domestic orders fell by 3% and the share of 
companies recording a rise in UK orders went up from 38% in Q1 to 45% in the current 
quarter.  Nationally, the ONS estimated that GDP grew by 0.5% in the first three months 
of the year with private consumption and gross capital formation both offering a positive 
contribution to growth.  However, this was followed by a noticeable drop in April, as GDP 
levels fell by 0.4%. In particular, factories across the UK launched planned shutdowns to 
avoid any potentially damaging fallout that would have been precipitated by leaving the 
European Union without a formalised agreement. Clearly, the Government will have to put 
steps in place to ensure the process is more orderly as we approach October 2019 to give 
local companies the sufficient time they need to plan effectively for all permutations. 

DOMESTIC DEMAND

Cash flow pressures across the two sectors combined 
eased, but remain worryingly close to negative territory. 

Whereas the overall cash flow balance rose by two points to 52 (predominantly as a 
result of 30% of firms revealing that cash flow levels had improved over the previous 
three months and a 5% uplift from Q1), the individual balance score for manufacturers fell 
into negative territory for the first time in nine months. 39% of manufacturers saw their 
cash flow position worsen (an increase of 8% from the start of the year) which meant 
the balance score fell by 4 points to 46. By contrast, the cash flow balance for service 
companies increased two points to 54 – with 30% revealing that their cash flow had 
improved throughout Q2. 

Price pressures also remain prominent despite the total balance score falling by 3 points 
to 63 – largely as a result of a lower percentage of firms expecting their prices to go up 
in the upcoming quarter (down from 35% in Q1 to the current figure of 30%). 20% of 
firms cited pay settlements as the key driver in having to raise prices – the lowest figure 
on record since Q4 2017 and especially interesting given that wage growth in the UK 
confounded market predictions and went up by 3.4% in the three months to April 2019. 
Given the testing environment our firms find themselves operating in, the GBCC will be 
running the Business Adaptability & Resilience Campaign later this year. The campaign will 
allow local firms to share best practice on how they maintain financial resilience in light of 
uncertainty in a bid to not only survive but also thrive. Full details will be revealed on our 
website in due course.

Once again, it was no surprise to see almost a quarter of businesses referring to Brexit 
as their main business concern and whereas anxieties over inflation and interest rates 
lessened (down by 3% and 5% respectively), unease in regards to rising business rates (up 
by 2% to 14%) and corporate taxation (up by 1% to 15% - the largest total recorded since 
Q2 2017) was also notable. 

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
 1 Point


46%


37%


17%

DOMESTIC ORDERS

Balance
 5 Points


45%


42%


14%

CASH FLOW

Balance
 2 Points


30%


45%


15%

EXTERNAL FACTORS

INFLATION 12%
BUSINESS 
RATES 14%
INTEREST 
RATES 6%
COMPETITION 37%
EXCHANGE 
RATES 15%
TAXATION 15%



The workforce balance remained constant at 60 for the 
second quarter running.

Overall, 33% of businesses in both sectors added to their headcount – an increase of 4% 
from Q1. However this was counterbalanced by a rise in the number of firms reducing 
their workforce, up from 8% to 13% in Q2 which led to stability in the balance score. In 
total, 58% of firms across the two sectors attempted to hire staff, a welcome 8% increase 
from the start of the year. Of those businesses that tried to add to their workforce, 55% 
faced difficulties (down from the 63% listed in Q1). In terms of specific categories, 27% 
found it problematic to employ candidates with a skilled technical background (a 3% fall 
from the first quarter of the year), however we saw quite a sharp rise in the percentage 
of companies struggling to appoint applicants with a professional/managerial 
background (up from 36% to 45%). 

Nationally, the UK labour market continues to weather Brexit related uncertainty 
as employment increased by 32,000 to a record high of 32.75m. From a regional 
perspective, the employment rate remained unchanged for the West Midlands in the 
months to April 2019 at 74.0% - still some way behind the highest regional employment 
rate in the UK (the South West at 80.2%). The unemployment rate witnessed a minor 
decrease of 0.1% to 5.0% but still remains the second highest of any region in the 
country (and considerably higher than the 3.0% listed in the South East). Clearly the 
need to create greater employment opportunities outside of the South remains vital and 
in particular, the construction of HS2 is central to this process. Already supporting over 
9,000 jobs across the country, the project is expected to create over 100,000 jobs in the 
West Midlands alone. We would urge politicians across the spectrum to heed that point 
as we approach the Comprehensive Spending Review – the scheme is already delivering 
in Greater Birmingham and once fully completed, it will play a fundamental role in 
delivering genuine prosperity across the country as a whole. 

WORKFORCE & RECRUITMENT

Export demand continued to soften as the total score 
fell by 4 points to 56 – the lowest figure on record since 
the summer of 2016. 

In total 34% of firms across the two sectors saw an increase in their export sales, 
however this was offset by 22% of businesses reporting a drop in international 
business – an increase of 7% compared to Q1 and the largest decline in overseas output 
recorded since the start of 2016. Contrasting trends emerged at an individual sector 
level. The manufacturing balance saw a two point rise to 64 as a greater percentage of 
manufacturers reported greater demand from their international clients (up from 49% 
in Q1 to 54% in the current quarter). However, the service balance saw a sharp fall of 6 
points to 53 – a score not seen since the summer of 2016. Much of this was down to the 
fact that 20% of service firms saw a reduction in overseas business – an increase of 9% 
from the 11% listed in the first three months of the year. 

Export orders also saw a minor fall of 1 point to 56 as a greater percentage of businesses 
across the board recorded constancy in their advanced international orders (up from 
54% to 56%in Q2). This was a development replicated in each of the sectors. The service 
balance fell by 3 points to 55 mainly due to the fact that the percentage of service 
firms reporting growth in their non-UK orders fell from 26% to 22%. The manufacturing 
balance score went down by a single point to 57 as 36% of manufacturers stated that 
the level of their international orders stayed the same this quarter (an increase of 5% 
from Q1). These developments were generally reflected across the wider region. In the 
year end to March 2019, the West Midlands region faced a decline in annual export 
values – down by 3.7% whilst UK exports as a whole increased by 3.5%. However, it 
was pleasing to see an increase in the volume of exports to North America over the 
equivalent period (an increase of 4.2%). For local firms keen to extend their international 
reach to North America and beyond, the Greater Birmingham Transatlantic Chamber of 
Commerce provides direct access to business leaders throughout North America and 
practical guidance on how to establish your presence in this prospering market– full 
details can be found on our website. 

EXPORT DEMAND

EXPORT SALES

Balance
 4 Points


34%


44%


22%

EXPORT ORDERS

Balance
 1 Point


28%


56%


16%

WORKFORCE 

Balance
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13%
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Chamber Comment 

Our latest results prove there is simply no escaping 
the adverse impact that Brexit is having on parts of 
our economic output.

The fact that capital expenditure investment has fallen to its lowest 
level since the midst of the global financial crisis is equally telling and 
troubling. The Government needs to take decisive action to counteract 
these damaging developments – securing an orderly withdrawal from 
the European Union is absolutely essential in providing businesses with 
the certainty they need to restore confidence levels and stabilise the 
value of sterling. One of the most overlooked elements of the Brexit 
process is its unintended divertive influence. For example, beyond Brexit, 
our survey has revealed that businesses in the region are increasingly 
worried over higher levels of corporate taxation and rising business 
rates– clearly, fiscal models of revenue collection need to be reformed to 
enhance the competitiveness of the domestic economy, yet given the all-
consuming nature of the process, it is unlikely that the Government has 
the bandwidth to produce a coherent strategy to address these issues. 

This is where regional co-operation and development strategies become 
even more important. For example the West Midlands Local Industrial 
Strategy sets out a long term plan for tackling entrenched productivity 
issues and raising the earning capacity of local residents. These 
ambitious measures, if implemented correctly, will not only strengthen 
the foundations of our regional economy but also minimise the risk of 
any systemic shocks which might arise from a chaotic retreat from the 
European Union.

The capex balance score fell by 2 points to 49 – the 
first time it has fallen into negative territory in over a 
decade.

Not since Q3 2015 have we seen 24% of firms across both sectors revise their plans 
for investing in machinery and equipment downwards. Service firms were particularly 
affected – the balance score falling by 3 points to 48 for the first time since Q3 2009 
(50 being the score which separates expansion and contraction). By contrast, the 
percentage of manufacturers investing in capex rose from 29% to 33% - but a balance 
score of 53 is still hovering dangerously close to contraction. The development is 
hardly surprisingly given the anecdotal evidence we have consistently heard from 
our members that Brexit negotiations are having a detrimental impact on business 
decision making. However, this is not a trend confined just to our region, with the 
Bank of England recently revealing that business investment across the UK fell in 
every quarter of 2018, which besides periods of recession, was the lengthiest decline 
on record.

A degree of comfort is perhaps to be found in the fact that investment in training 
increased across both sectors combined – the balance score climbing by 3 points 
to a still fairly sluggish 57 as 29% of businesses expect to spend more on training 
staff compared to the 24% registered in Q1. In spite of such taxing conditions, local 
firms retain an ingrained sense of optimism. The majority of businesses in Greater 
Birmingham expect both turnover and profitability levels to increase over the next 12 
months as both balance scores saw a minor upswing (a one point rise for turnover to 
74 and a two point uplift to 70 for profitability). 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
 2 Points


22%


54%


24%

 
TURNOVER

Balance
 1 Point


61%


26%


12%



Quarterly Business Report 
If you have any further questions on the report please contact Raj 
Kandola on 0121 274 3264 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 Greater Birmingham Transatlantic Chamber of Commerce and 
the Commonwealth Chamber of Commerce).

Members range from young professionals to SMEs and large, high profile organisations, 
including 38 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
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