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A myriad of trends emerged from our Q3 Quarterly Business Report. Domestic 
demand for firms in our region was slightly down whereas export business and 
levels of recruitment saw a minor upturn. Whilst it was pleasing to see the capex 
balance emerge from negative territory, price pressures continued to present issues 
for the majority of businesses in Greater Birmingham and confidence levels also 
took a hit as the chaos emanating from Westminster continues to have a direct 
impact on local business output. Concerns over exchange rate fluctuations are 
the highest on record for almost two years and the uncertainty created by the 
Government’s attempts to leave the European Union is still listed as a pressing 
concern for local companies struggling to overcome the economic headwinds 
associated with the Brexit process.  

Regionally, the news headlines over the summer have been dominated by the 
announcement that the Government is conducting a review on the future of HS2. 
As a body which represents over three thousand firms in the region, we remain 
entirely committed in our backing for the project and will continue to press local 
and national stakeholders on the need for it to be delivered in full. The future of 
HS2 is inextricably linked to the post Brexit landscape; in particular, the Government 
will need to demonstrate its willingness to invest in flagship infrastructure projects 
that will raise productivity levels, rebalance the economy and act as a stimulus to 
towns and cities that have suffered from years of underinvestment. HS2 is the only 
coherent, structured and appropriately ambitious programme which fits the bill 
and it’s an argument that we simply cannot afford to lose in the months and years 
ahead. 
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Greater Birmingham businesses continue to weather uncertain times, with the 
majority from both manufacturing and services sectors reporting that sales and 
forward orders over Q3 were, on balance, the same or higher than the previous 
three months. However, the gradual softening of domestic and export demand over 
the previous year appears to have continued. Although domestic sales growth over 
the last quarter was stable, domestic forward orders and export sales growth over 
Q3 were weaker when compared with performance at Q2.

Demand for labour remains strong with a majority of businesses expecting to recruit 
over the next quarter, and a third intending to increase the size of their workforce. 
However, recruiting staff with the right profile remains a challenge for many firms 
with respondents from the Q3 survey highlighting increased difficulties in filling 
clerical, unskilled and semi-skilled roles. 

Despite the backdrop of continued political uncertainty, on balance business 
confidence remains upbeat. A majority of survey respondents combined still believe 
that their turnover (56%) and profitability (51%) will improve over the next year, but 
these figures are at their lowest point since Q4 2012. However, investment in capital 
and training remain at a broadly similar level to this point 12 months ago. 

 
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
Business

Report



Domestic demand witnessed a minor fall of one point to 64 
but clear differences emerged between the two individual 
sectors.
  
42% of businesses in both sectors combined reported an uplift in UK sales – a 4% fall compared 
to the previous quarter. In addition, 44% saw their domestic sales remain at the same level as 
Q2 (compared to the 37% recorded three months ago). The manufacturing balance fell by 5 
points to a sluggish 54 – this was mainly predicated on the fact that 55% of manufacturers saw 
constancy in their domestic demand – over double compared the last quarter. By contrast, the 
service balance score increased by 1 point to a healthy 66 as we saw a drop in the percentage of 
service firms noting a fall in UK business (down from 15% to 13% in Q3). 

The reduction in the domestic order balance score was more pronounced (a four point decline 
to 62 in relation to Q2) – much of this was based on a notable increase in the percentage of 
firms revealing that their advanced order levels had stayed the same for the second quarter 
running (up from 42% in Q2 to 51% in the current quarter).  A similar picture emerged at the 
national level. GDP growth remained level in the three months to July, having contracted by 0.2% 
in Q2. The service sector grew by 0.2% in the three months to July, however production sector 
output fell by 0.5% in the equivalent time period.  

In September, the newly appointed Chancellor revealed the Government’s spending plans for 
2020-21 with £13.8bn earmarked for spending across housing, local government and health 
& social care. However, much of this cash injection is predicated on a calculation that the 
Government’s annual spending deficit had fallen to 1.1% which is based on forecasts that were 
released six months ago and perhaps not reflective of our current fiscal position. Whilst the 
decision to inject cash into the areas listed above is welcome, we would urge the Government to 
avoid short term interventions which will grab headlines but do little to fix the fundamentals of 
the domestic economy. Long term investment in infrastructure (as mentioned in the Chancellor’s 
speech at the Conservative Party Conference), upskilling the workforce and protecting our firms 
which are at risk of suffering as a result of an abrupt withdrawal from the European Union would 
be a sensible start in order to create a path towards sustainable economic growth.  

DOMESTIC DEMAND

The price balance score rose by one point to 64 and cash 
flow issues remain prevalent for the majority of businesses in 
the region.

69% of manufacturing and service firms expect the price of their goods and services to stay 
the same this quarter – a 3% uplift from Q2. In terms of the reasons given for facing pressure 
to raise prices, 46% cited ‘other overheads’ (a broad based term which could incorporate 
legal fees and taxes amongst other factors) which is the highest figure on record since the 
start of 2016. 21% of businesses in the two sectors reported that their cash flow position had 
worsened in Q3 – a 4% reduction compared to Q2. This in turn contributed to the overall cash 
flow balance score rising by two points to 54, but ultimately it remains worrying close to the 
contraction mark of 50. This issue remains particularly prevalent for manufacturers with the 
cash flow balance score anchored in negative territory for the second quarter running - a figure 
of 46 was recorded.

17% of businesses suggested that competition remains their prevalent concern and it was 
interesting to see the percentage of businesses referring to Brexit related uncertainty had 
eased somewhat in this quarter to 16% – however, a number of other factors repeatedly cited as 
concerns (uncertainty and competition for example) are clearly underpinned and exacerbated 
by Britain’s exit from the European Union.  Across the board, there was a noticeable increase 
in the number of firms impacted by fluctuating exchange rates with 23% naming this as being 
of greater concern than three months ago (the highest figure on file since Q3 2017). This is 
not particularly surprising given the fact that the pound was valued at less than $1.20 for the 
first time in almost three years when speculation arose that the PM would look to call a snap 
election if he was defeated by MPs keen to extend the Brexit deadline beyond October 31st. 
The ensuing Parliamentary defeat saw the rate of sterling immediately rise by 1.4% which 
underlines the extent to which political manoeuvring can have a direct impact on currency 
instability and the knock on effect for businesses up and down the country.

PRICE PRESSURES & EXTERNAL FACTORS
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The labour force balance score increased by two points to 
62 reversing a six month period of stability.

In total, 35% of firms in both sectors reported they had hired additional staff – a 2% increase 
compared to the previous quarter. The percentage of firms reducing their headcount also 
saw a minor fall from 13% to 11% in Q3 which lead to a rise in the overall balance score. 
The percentage of firms attempting to hire staff was broadly consistent with Q2 (a one 
percent increase to 59%). Of those businesses attempting to secure additional staff, 12% had 
temporary vacancies (compared to 9% in Q2) and 25% had permanent roles to fill (down 
from the 28% listed in the last quarter). It was troubling to see 81% of manufacturers report 
difficulties in their efforts to recruit – a rise of 27% from Q2. There was also a noticeable rise 
in the problems companies in both sectors faced in hiring clerical staff and semi-skilled staff 
(up 4% and 6% respectively). 

Regional employment trends broadly mirror the patterns we saw emerge from our latest 
results. For the three months ending in July 2019, the West Midlands regional employment 
rate (aged 16 – 64 years) was 74.6%. Since February to April 2019, the employment rate has 
increased by 0.7% - one of the largest increases in employment levels of all of the regions in 
the United Kingdom.  Nevertheless, the shortage of skilled workers remains a prominent issue 
for the region and we are hopeful that a series of supply side interventions (the introduction 
of T-Levels in 2020 for example) will help alleviate these ingrained issues and raise 
productivity levels in the long term. However, we also appreciate that a number of businesses 
are still not fully aware of the persistent changes being made to the skills system in the UK; 
for those firms that would like more information on the rollout of T-Levels and their practical 
application in a business setting, please visit our website to access a briefing paper which 
covers this topic in detail. 

WORKFORCE & RECRUITMENT

The export demand balance increased by two points to 58 
but it is still someway short of the level of output we saw at 
the end of 2018. 

Much of this increase was based on the fact that a lower percentage of firms reported a fall 
in export sales over the last three months compared to the previous quarter (down from 
22% in Q2 to 13% in Q3); 58% of businesses in the two sectors combined also saw their 
international sales remain constant in this quarter (14% higher than the figure recorded in 
Q2) which lead to the rise in the overall balance score.  Export demand softened amongst 
manufacturers – the balance score fell by 8 points to 56 with 48% revealing that non-UK 
sales had stayed the same in Q3 (an increase of 27% compared to the second quarter of 
the year). By contrast, the service sector balance score went up by 6 points to 59 – as the 
number of service firms noting a reduction in international business fell from 20% in Q2 to 
10% in the current quarter. 

Looking ahead to the next three months, 35% of companies in both sectors combined expect 
to see an upturn in international orders  and a 7% increase from the levels recorded in Q2. A 
mixed picture emerged at the national and regional level in regards to international activity. 
According to HM Revenue & Customs, in the year to June 2019, the West Midlands regional 
trade in goods exports amounted to a value of £32bn, a decrease of 4.8% compared with 
the same period as last year, whilst UK export levels increased by 3.3% to reach a figure 
of £344bn. In July however, it was pleasing to see that the documentations team at the 
GBCC had processed more than 2,600 export documents – the largest number the team 
have completed in one calendar month on record. For those businesses keen to explore 
international opportunities, the GBCC International Hub is on hand to provide practical 
advice on navigating the complexities related to export documentation.  In particular, the 
team possesses longstanding expertise on issuing ATA Carnets, Customs Declarations, 
Certificates of Origin and will be soon launching a new accredited documentation training 
course – full details can be found on the GBCC website.
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Chamber Comment 

Local businesses are showing their underlying resolve but 
testing times remain ahead.

Our firms find themselves operating in unprecedented circumstances and 
should be praised for maintaining a modicum of stability in such a challenging 
environment. Domestic demand, export demand and recruitment levels all 
remain in positive territory and business confidence remains positive despite 
unwanted distraction at the prospect of a general election and all the associated 
baggage that would come with it. Nevertheless, structural issues remain 
entrenched within the regional economy which continue to inhibit long term 
growth. Ingrained skills gaps, sluggish investment levels and longstanding 
price pressures remain apparent amongst the Greater Birmingham business 
community. For example, whilst it was heartening to see capex levels emerge 
from negative territory, much of this down to the fact that the majority of firms 
are maintaining low levels of investment as opposed to reducing them even 
further.
  
As an organisation which has represented the needs of the local business 
community for over two hundred years, it is now more important than ever that 
we provide the support and guidance firms require in order for them to continue 
to thrive and grow. We would urge those businesses suffering from cost 
pressures to explore the findings of our Business Adaptability and Resilience 
Campaign; this includes clear and practical guidance on how companies can 
embed innovative financial management techniques in order to futureproof 
against any unexpected developments which might arise over the next six to 
twelve months. Those businesses still unsure as to how to best prepare for 
Britain’s withdrawal from the European Union are advised to utilise the GBCC’s 
Brexit Health Check which offers free and tailored advice on how firms can best 
prepare for various permutations as we head towards the end of October. Both 
campaigns can be found on our website. 

The overall capex balance score saw a welcome recovery 
for both sectors combined, but business confidence 
across turnover and profitability projections softened.

In total 13% of businesses revealed that investment plans for capital expenditure had 
been revised downwards in Q3 – a welcome fall from the 24% listed in Q2. Coupled 
with the fact that 60% expected their capex spend to stay the same as the last quarter 
(a rise of 6% from Q2), this lead to an overall increase in the balance score.  26% of 
manufacturers committed additional funding to buying machinery – down from the 
33% listed in the previous reporting period which in turn contributed to the drop in 
the overall manufacturing balance score to a concerning 51. By contrast, the service 
sector balance score rose by a welcome 8 points as we saw a noteworthy reduction in 
the percentage of service businesses reporting a decrease in capex spend (11% listed 
in Q3 compare to 23% in Q2), however, the majority of firms in the service sector were 
maintaining constancy in capital expenditure investment (up from 57% in Q2 to 62% in 
the current quarter).  

The training investment balance score rose by 5 points to 62; much of this was 
predicated on the fact that we saw 33% of businesses increasing their budget allocation 
towards training staff (an increase of 4% from the last quarter). By contrast, profitability 
and turnover projections eased as the uncertainty stemming from Westminster 
continues to linger. Both the profitability and turnover balance scores fell by two points 
– in both instances, we saw a fall in the percentage of firms expecting their profits and 
turnover to increase over the next 12 months (down 5% and 2% respectively in relation to 
Q2). 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE
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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 British American Business Council and the Commonwealth 
Chamber of Commerce).

Members range from young professionals to SMEs and large, high profile organisations, 
including 39 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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