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Our latest Quarterly Business Report looks back at the final few months of 2019. We 
witnessed stability in domestic demand, a minor fall in international business and 
recruitment levels remained broadly similar when compared to Q3. Of more concern 
was an increase in the price pressures that local firms are facing and a nominal 
fall in capex investment as the uncertainty caused by Brexit continues to impair 
business confidence. Beyond the tortuous process of Britain’s attempts to extricate 
itself from the European Union, there were growing concerns around business rates 
and levels of corporation tax – factors which came into sharper focus during the 
General Election given the largely perfunctory promises made by the major political 
parties on reforming these areas.  Nevertheless, we can only hope that the large 
majority secured by the Government will now act as a springboard for stability – a 
vital factor that businesses crave in order to make long term decisions over hiring 
staff and investing in technology.  

As we enter a new decade, it is only natural to reflect on the vast strides the region 
has made over the last ten years. The launch of HS2 and the associated investment 
plans predicated on its arrival, record levels of FDI, the awarding of the 2022 
Commonwealth Games and the relocation of anchor institutions such as Deutsche 
Bank and HSBC to Birmingham have all fuelled an air of optimism not witnessed in 
decades. Nevertheless, the challenges for Greater Birmingham are well documented 
and in some cases ingrained in the fabric of the region. As a body which has 
represented the interests of local firms for over 200 years, we will continue to work 
with stakeholders across the region to ensure that Greater Birmingham remains 
a destination of choice for attracting visitors, skilled talent and investment from 
across the globe.
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UK sales demand is holding up at levels consistent with an ongoing economic 
expansion for Birmingham businesses, albeit at somewhat less elevated levels 
than last year. It’s likely that ongoing political uncertainty has had an impact in this 
quarter, although that should abate during the early part of 2020. Export demand 
remains soft, again being notably lower than last year. 

Following the conclusive election result, it seems reasonably certain that the UK will 
formally leave the EU in January and begin the so-called “transition” period, during 
which little will change. Further forward, there remains substantial uncertainty over 
the specifics of our future trading relationship with the EU, which might have an 
impact on some exporters. 

In contrast, to the political uncertainty, firms in the Greater Birmingham area 
continue hiring apace – something we see both in the Quarterly Business Report 
and official data. Hiring intentions remain fairly robust so this trend is expected to 
continue in the coming quarter. It remains to be seen whether this will translate into 
impetus to accelerate investment in the coming quarters. 

Ultimately, in order to remain a world-leading region in which to do business, 
Greater Birmingham and the surrounding areas will need to continue to aggressively 
upskill their workforce, in addition to investing in cutting-edge technologies. We see 
evidence of many companies doing precisely this, which gives confidence that the 
region will be well-placed to take advantage of future opportunities.

 
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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Q4 saw the domestic demand balance remain at 64 for the 
second consecutive quarter
  
In total, 47% of businesses in both sectors combined revealed that UK sales had remained 
constant (an increase of 3% compared to Q3). The percentage of firms reporting reduced 
domestic demand fell in Q4 by 1%, however, this was offset by a drop in the percentage of 
businesses witnessing an increase in domestic sales (down from 42% to 40% in the current 
quarter) – which in turn, led to stability in the balance score. There was an uplift in the 
percentage of manufacturers reporting an increase in UK business (up from 26% in Q3 to 34% 
in Q4). By contrast, we saw a drop in the number of service firms reporting a rise in domestic 
demand (a fall of 4% in Q4). 

Domestic order levels remain broadly similar to the previous quarter as the overall balance 
score went up by 1 point to 63 for the two industries combined. Much of this was predicated 
on a minor increase in the number of service businesses expecting their advanced orders to 
go up over the next 3 months (up from 36% in Q3 to 39% in Q4). Nationally, it was revealed 
that UK GDP in volume terms was estimated to have risen by 0.3% in Q3 2019 with private and 
government consumption along with an increase in net trade all contributing to the overall 
growth figure.  

Around this time, the ONS released experimental statistics on regional GDP levels; the West 
Midlands had the second highest growth rate of UK regions in Q4 2018 at 0.6% (above the 
national average growth figure of 0.3%).  During the General Election campaign, the need for 
infrastructure investment to tackle regional inequalities and raise productivity levels became a 
frequent reference point. The Greater Birmingham Chambers of Commerce are now urging the 
Prime Minister to release the recommendations made by Douglas Oakervee and make a decision 
on HS2 – the most transformative national infrastructure project for over a generation. 

DOMESTIC DEMAND

The price balance index rose to its highest level since the 
start of 2018 and the cash flow balance remains worrying 
close to negative territory 

In total, 27% of businesses noted that levels of cash flow had improved over the last 3 months 
– a one percentage decrease compared to Q2 which meant the overall balance score also fell 
by a single point to 53. Manufacturers in particular are particularly affected with the cash flow 
balance score for the industry falling to 44 – as 31% of manufacturing firms had seen their cash 
flow position weaken in this quarter. For the third consecutive quarter, the services balance 
score for cash flow remained unchanged at 54 with 52% of service businesses reporting their 
cash flow position had stayed at the same level for the current quarter. 

Across the two sectors combined, a third of businesses expected the price of their goods and 
services to go up (the largest figure recorded since Q1 2019) which in turn lead to a two point 
rise in the balance score to 66. It was interesting to see that the percentage of firms referencing 
finance costs and raw material prices as the predominant driver behind the expected price rises 
had both increased in the current quarter (up by 1% to 18% and 3% respectively to 23%). 18% 
of businesses mentioned pay settlements as the key factor behind projected price increases 
which is perhaps not surprising given that nationally, average earnings excluding bonuses rose 
by 3.6% in the three months to September. 

Just over a fifth of businesses named competition as their primary concern followed by 17% 
listing Brexit related uncertainty as a cause of anxiety. The percentage of firms referring 
to fluctuating exchange rates as a factor of greater concern than three months ago 
lessened (down from 23% to 18% in Q4) whereas we saw a greater number of firms sharing 
concerns over levels of corporate taxation and business rates (up by 5% to 14% and 1% in 
turn to also 14%). With business rate reform often trumpeted during the election campaign 
across the political spectrum, the GBCC would urge the Government to take heed of the 
recommendations made by the Treasury Select Committee and implement the changes it 
recommended in order to recalibrate this outmoded system. Improving the appeals process, 
giving more resources to the Valuation Office Agency and reducing the level of the multiplier 
are just a few of the proposals which would ease the ingrained cash pressures that firms are 
facing right now and strengthen the competitiveness of the domestic economy.
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The labour force balance score was 61 for Q4 – a minor 
fall of 1 point and broadly similar to the levels witnessed 
throughout 2018

31% of businesses in the two sectors combined added to their headcount – down from 
the 35% listed in Q1 which lead to an overall decrease in the balance score. There was a 
notable reduction in the percentage of firms that attempted to hire in Q4 (down from 59% 
reported in Q3 to 50% in Q4). Of those attempting to hire, 47% were to fill permanent 
vacancies, whereas the percentage of firms trying to hire temporary and part time staff 
also fell compared to Q3 (down by 2% and 4% respectively). Recruitment difficulties remain 
exceptionally high for manufacturers (75% experienced issues compared to the 81% recorded 
three months earlier) and of those, 35% found it hard to hire candidates with the pre-
requisite professional/managerial skills (20% higher than the figure recorded in Q3). 

In-spite of the uncertain trading conditions our firms have operated in over the past 12 
months, it was positive to see that the employment rate for West Midlands region reached 
a record high of 75.1% in the three months ending in September 2019. According to the 
ONS, the employment rate for the region had increased by 0.7% from the previous quarter 
(April to June 2019) with unemployment levels falling in the concurrent period. Nevertheless 
persistent structural issues remain in the local economy which are likely to become more 
pronounced, particularly as the labour market continues to tighten. In light of this, it 
will become even more essential for the incoming Government to increase funding for 
apprenticeships to ensure SMEs can access quality training at all skill levels and to implement 
meaningful reform of the Apprenticeship Levy to make sure businesses can secure all 
appropriate forms of accredited training. 

WORKFORCE & RECRUITMENT

Both export sales and advanced international orders fell in 
Q2 as global demand continues to wane  

As we approached the end of 2019, it was clear that levels of worldwide trade were 
continuing to be affected by the US-Chinese trade war and the continued fallout from 
Britain’s withdrawal from the European Union. The OECD released figures in late November 
which revealed that exports from the EU to the UK fell by 1.8% and imports dropped by 
0.4%. From a regional perspective, in the year to September 2019, the West Midlands trade in 
goods exports was worth £31.9bn – 6% down compared with the equivalent period in 2018. 
Within this context, it was perhaps no surprise to see a minor fall of two points to a sluggish 
56 in the combined balance score for international sales. Despite seeing a slight rise in the 
number of exporters reporting an increase in international demand (up from 29% to 32% in 
the current quarter) this was offset by a more pronounced upturn in the percentage of firms 
recording a drop in non- UK sales over the last three months (an increase of 6% in Q4) which 
lead to an overall fall in the balance score. 

Contrasting trends emerged in the individual sectors. The balance score for service sector 
businesses stayed at 59 for the second quarter running as we saw a higher number of 
service firms reporting constancy in their overseas sales. The manufacturing balance fell 
by 5 points to a figure of 51 – the lowest on record since the middle of 2016 with the global 
trade war between the two economic superpowers clearly having an impact on worldwide 
supply chains. In particular, 28% of manufacturers saw a drop in export sales – an increase 
of 7% compared to last quarter and the largest figure on file since Q2 2016. More worryingly, 
the export order balance score for manufacturers fell by five points to 45 and into negative 
territory for the first time in almost five years. 31% of manufacturers revealed a decrease in 
advanced international orders – an 8% increase compared to Q3 and the largest figure on file 
since the summer of 2016. 
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Bridging the Skills Gap in Greater Birmingham 

Source: QBR Data – Q4 2015- Q4 2019

The data above shows the percentage of manufacturers and service firms that attempted 
to recruit and faced difficulties in hiring candidates with a skilled manual/technical 
background from the equivalent quarters over the last five years. As you can see, the 
percentage of manufacturers struggling to employ candidates with a skilled background 
has remained broadly similar. A minor increase occurred between from Q4 2015 to Q4 
2016 and peaked at the end of Q4 2018 with a figure of 56%. However, that figure saw a 
sharp fall to 41% this quarter. In a similar fashion, the percentage of service companies 
that faced issues in hiring skilled manual/technical workers has remained mostly the same 
in the five quarters. In a similar fashion to the manufacturing industry, Q4 2018 saw a 
spike in the numbers (up from 22% in Q4 2017 to 28% in Q4 2018).

If anything, the results reinforce the need for stakeholders across the region to work 
together to tackle these entrenched issues and raise the productivity levels of their staff. 
In line with this, the GBCC will be running the Growth Through People campaign for the 
fourth consecutive year. The programme of events will run for four weeks culminating 
with a one day conference in early April and will focus on enhancing wider leadership 
and people management techniques in a bid to raise productivity levels and upskill the 
workforce – full details can be found on our website.

Capex and training investment weakened in the last 
quarter of 2018 however profitability and turnover 
projections remain strong despite the testing 
circumstances firms find themselves operating in

In total, 22% of businesses across the board had increased their outlay on capital 
expenditure over the previous three months – a 5% reduction compared to Q3; in turn, 
this contributed to a 3 point fall in the balance score to 54. Contrasting trends emerged 
from the two individual sectors. The manufacturing balance score for capex went up 
by 7 points to 58 – the highest figure on record since the end of 2018- much of this 
was down to a fall in the percentage of firms revising their capex spend downwards 
(down from 24% to 14%). By contrast, the service balance score for service firms fell by 
3 points to 54 as we saw a greater number of companies in the service sector reducing 
their capex spend (up from 11% to 14%). Nationally, investment levels remain sluggish 
as the Brexit process continues to cast an uncertain shadow. In absolute volume terms, 
business investment across the UK was estimated to have fallen by 0.4% to £49.2bn 
between Q1 and Q2 in 2019. 

In a similar fashion, the training investment balance score for the two sectors combined 
witnessed a six point fall to 56 – reversing a year long trend.  25% of businesses 
increased their allocation of funding towards training their staff in the current quarter 
– 8% less than Q3 – which lead to an overall reduction in the balance score. The 
training balance score remained relatively stable for manufacturers (up by 1 point 
to 57 as we saw a greater percentage of manufacturers keeping training investment 
spend at the same level); by contrast the service balance went down by 6 points to 
57 as fewer service firms had spent more on training staff in Q4 (down from 34% to 
26%). Nevertheless, business confidence levels remain buoyant. Both the indexes for 
profitability and turnover increased in Q4 (up by 5 points to 73 and 2 points to 74). In 
both instances, we saw a large percentage increase in the number of firms expecting 
their profits and turnover to go up in the next 12 months (up 3% and 5% respectively).

BUSINESS INVESTMENT & BUSINESS CONFIDENCE
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Q4 2015 Q4 2016 Q4 2017 Q4 2018 Q4 2019 Median 
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Manufacturers – 
Skilled manual/
technical

45% 46% 45% 56% 41% 47%

Service firms – 
skilled manual/
technical

23% 25% 22% 28% 23% 24%



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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