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It’s fair to say the business community entered the year with a degree of cautious 
optimism. A Government with a sizable majority and an official date for Britain’s 
departure from the European Union was supposed to offer a platform of stability 
as we looked to return to a perceived notion of economic normality. However, the 
advent of the Coronavirus has sparked a crisis unlike any witnessed in a generation 
and as our survey reveals, there has already been a noticeable impact on the output 
of local businesses. 

Unsurprisingly, it was a mixed quarter for businesses across the region as they 
attempted to adapt to yet another bout of crippling uncertainty. During Q1 
domestic demand remained broadly similar in comparison to the previous quarter, 
where as export demand and hiring levels saw a notable fall. Business confidence 
remained robust, investment in capital expenditure remained sluggish but 
worryingly, the cash flow balance entered negative territory and manufacturers in 
particular were struggling to maintain a sufficient level of cash to run a sustainable 
and profitable business – a situation which is likely to be made worse as the fallout 
from the COVID-19 crisis escalates. In this exceptional period, the Government 
has been right to step in to become the insurer and customer of last resort for 
businesses across the country. 

Here at the Chamber, we are doing everything in our power to keep business 
moving.  Whether its providing businesses with up to date information on the 
latest developments throughout the crisis, lobbying national stakeholders to 
secure financial support to assist local firms, or working with the WMCA to source 
businesses that can help provide much needed PPE equipment to local hospitals, 
the GBCC stands ready to help businesses navigate this extremely challenging 
period. Nevertheless, throughout the two hundred year history of the Chamber, the 
resilience of local business has remained remarkable and I’m confident that if we 
work together in a collaborative and compassionate fashion, we will emerge from 
this period even stronger and more united.
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The saying goes that a week is a long time in politics, but at the moment a week is 
an epoch in business too. The first quarter’s QBR data largely represents a snapshot 
of business conditions in the quarter before the novel coronavirus struck. As such, 
whilst these are difficult times - particularly those running smaller businesses trying 
to chart a course through such unprecedented events – such information is crucial. 
Birmingham businesses report that demand in the domestic market remained at 
similar levels to the final quarter of 2019, suggesting that businesses weathered the 
political uncertainty engendered by the General Election relatively easily. The UK 
market appears to have been a tale of two halves, with manufacturers reporting a 
notably weaker Q1 than those in the service sector. The situation in terms of export 
demand was notably less rosy. There are likely to have been several reasons for this 
- with slowing demand in the Eurozone a factor even before the present Covid-19
outbreak.

It is possible that concern about supply chain resilience in the event of no EU-UK 
trade deal at the end of 2020 might have played a hand in reducing EU demand 
at the margin. The Chinese market saw a notable slowdown due to the novel 
coronavirus much earlier in the quarter than Europe, which will have played a factor 
in reducing export demand from that destination. Firms reported weakening cash-
flow moving into the current crisis, which is a concern. Similarly, investment plans 
remain modest, although they were on an upward trajectory. Looking forward, it is 
almost certain that the coming quarter will see dramatic falls in all indicators as the 
economy has been put into a ‘coronavirus deep freeze’. Key issues will be how long 
various restrictions last and what support is available to businesses when we come 
out the other side.

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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For the third quarter running, the domestic demand balance 
stayed at 64, however noticeable differences emerged at the 
individual sector level.
  
17% of businesses in both sectors combined reported a drop in UK sales (an increase of 
4% compared to Q4 2019), however this was offset by a greater percentage of firms in the 
two sectors reporting an uplift in domestic demand (up from 40% in Q4 2019 to 44% in the 
current quarter) which lead to stability in the balance score. The UK sales balance score for 
manufacturers witnessed a notable fall of seven points to 50 which is bordering on negative 
territory and the lowest figure on record since Q1 2018. Much of this was attributable to a greater 
percentage of manufacturers reporting a decline in UK Sales (up from 20% to 26% in Q1 2020) 
and a drop in the number that saw a rise in domestic demand (down from 34% to 26% in the 
latest report). By contrast, the service balance went up by two points to 67 – the highest figure 
on record since the end of 2018; 48% of service firms reported a rise in domestic business over 
the last three months, an increase of 7% compared to the end of last year. 

Advanced domestic orders followed a similar trajectory; the balance score for UK orders stayed 
at 63 for the second consecutive quarter, with an increase in the percentage of firms in both 
sectors recording an uplift in order business (up from 40% in Q4 2020 to 44% in Q1) this was 
offset by a rise in the number of service firms reporting a decrease in domestic orders (up from 
12% to 15% in this quarter). The first Budget of the decade included a strong commitment to 
bolstering infrastructure networks across the country in a bid to rebalance the economy and 
bring prosperity to all parts of the country. In particular, the GBCC welcomed the commitment 
to delivering HS2 in full and accelerating delivery plans around the Midlands Rail Hub – both 
vital instruments in freeing up capacity on our outmoded transport networks which in turn will 
reduce levels of congestion and drive economic growth across the region.

DOMESTIC DEMAND

The cash flow fell by 5 points to 48 – the first time this 
balance score has been in negative territory since Q3 2016. 

Across the board, 29% of firms saw their cash flow position worsen – the joint highest figure on 
record since the midst of the global financial crisis. It was a trend replicated in both individual 
sectors and particularly acute for manufacturers. The services balance score entered negative 
territory for the first time since the autumn of 2016 as 27% reported a deterioration in their 
cash flow levels (up from the 19% listed in Q4 2019) where as the manufacturing balance fell to 
an alarming figure of 39; once again, we saw a notable rise in the percentage of manufacturers 
noting weaker levels of cash flow – a trend which is likely to become more pronounced with 
the advent of COVID-19 and the associated fallout from the crisis. The combined price index 
balance score fell by one point to 65, mainly due to the fact that we saw a minor fall in the 
percentage of firms which said that they expect the price of their goods and services to stay 
the same (down by 1% to 64%). However, as the figure is over 50 and firmly entrenched in 
positive territory, the latest data simply reiterates the severe price pressures the majority of 
firms in the region are facing right now. 

In terms of the reasons give for escalating price pressures, 14% referenced finance costs and 
17% cited pay settlements (down from 18% and 23% respectively compared to the end of last 
year). There was a striking upswing in the percentage of firms referring to “Other Overheads” 
(a broad term which can incorporate taxes and legal fees for example) as a key driver behind 
this development (an 8% increase to 49% in the current quarter).

17% of businesses in the two sectors combined specified competition as their primary concern 
followed by just over 7% of firms referencing the impact of Coronavirus. It was pleasing to 
see anxieties around competition (down from 36% to 33%) and exchange rates (down from 
18% to 17%) lessen, but it was no surprise to see a rise in the number of firms facing growing 
apprehension around levels of corporate taxation (up from 14% to 16% - the largest percentage 
noted since Q2 2017). Beyond the package of measures announced by the Chancellor to 
help firms affected by COVID-19, many of the measures announced in the Budget related 
to business tax (in particular, reducing Entrepreneur’s Relief lifetime limit from £10m to £1m 
and abolishing business rates for small businesses in the retail, leisure and hospitality sector) 
are relatively minor changes. In the long term, the Government will need to introduce a more 
radical tax strategy which will not only improve the competitiveness of our economy but also 
encourage and allow more businesses to invest in their people and products. 
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The labour force balance score fell by 3 points to 58 – the 
lowest figure on record since the start of 2018.

11% of firms across the manufacturing and service sector reported that their level of hiring 
had fallen over the past three months (a minor increase of 2% compared to Q4) whereas 
62% of firms in both sectors revealed that recruitment levels had remained constant (up from 
the 59% listed in the last quarter) which lead to an overall drop in the balance score. The 
workforce balance score for manufacturers continued to hover close to negative territory (a 
one point fall to 51 this quarter) which is the lowest score recorded since Q3 2017 – much of 
this was down to the fact that the percentage of manufacturers adding to their headcount 
fell from 22% to 19% in the current quarter. Just under half of the businesses surveyed 
attempted to recruit staff in the last three months, and of those, 56% faced difficulties in 
finding the right candidate.  Regionally, the ONS revealed that the employment rate for the 
West Midlands in the three months to January 2020 was 75.2%, a minor increase of 0.2% 
compared to the previous reporting period (August to October 2019); however, pockets of 
unemployment remain prevalent, with the unemployment rate for the region revealed to be 
4.5% for the same time period (by contrast, Northern Ireland’s unemployment level is the 
lowest across the country at 2.4%).

In responding to shifting market demand, flexibility is absolutely essential and at the 
Chamber we are continuing to examine hosting our member led events in new and innovative 
ways. For example, in light of recent events, our Growth Through People Conference was 
moved to a digital platform, attracting 150 online ‘attendees’. The conference was adjusted 
to specifically address the leadership and people management skills most crucial at this time, 
offering advice to delegates on topics such as leading authentically and responsibly through 
change, and managing remote teams.

WORKFORCE & RECRUITMENT

Export sales across both industries fell for the third 
consecutive quarter as we saw a balance score of 52 – the 
lowest on record since the start of 2016.  

24% of businesses in the two sectors combined noted a rise in international sales – a fall of 
8% compared to Q4 2019; in addition, 56% of firms reported that non-UK sales had stayed 
at the same level (up from the 48% listed in the previous quarter); in turn, this led to a four 
point drop in the total balance score and left it perilously close to negative territory. Once 
again, contrasts emerged from the two sectors. The manufacturing balance rose by three 
points to 54 as 37% of manufacturers reported a rise in non UK sales (up from the 28% listed 
in Q4). However, the service sector balance score saw a notable fall of eight points to 51 – the 
lowest figure on record since Q3 2015 as only 17% reported an increase in international sales 
(a 50% drop compared to Q4 2019 and the smallest percentage recorded since the summer 
of 2009).

Export orders for service firms also saw a worrying decline as the balance score fell by 15 
points to 49 – the first time we have seen this indicator in negative territory since Q2 2009 as 
only 17% reported an increase in advanced orders, down from the 39% recorded at the end of 
last year. However, it was pleasing to see the manufacturing balance score for export orders 
return to positive territory with 38% of manufacturers expecting their international bookings 
to go up compared to the last quarter (an uplift from 21% in Q4 to the current figure).  A 
more rounded picture emerged at the national level as the ONS revealed that the total export 
of goods for the UK were £367bn in 2019 – an increase of 0.7% compared to 2018. The USA 
remained the UK’s biggest export partner and saw the largest value increase on 2018 (up 
by £8.2bn) and our export levels with China revealed the second largest value increase on 
2018 (an increase of £2.8bn), which reiterates our deepening economic ties with the world’s 
largest economies – despite the escalating tension between the two nations. As a result of 
the uncertainty emanating from the outbreak of Coronavirus and the impact it is having on 
global supply chains, the GBCC is urging the Government to extend the Brexit transition 
period as firms will no doubt struggle with a second round of major disruption and change in 
just a few months time.
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Chamber Comment
 
In such unprecedented times, it is only right for Government to 
throw convention out of the window and do everything it can to 
help businesses get through this extremely difficult period.

As the COVID-19 crisis began to develop in the UK, the GBCC decided to include an 
additional question in our Quarterly Business Report survey to in order to ascertain the 
emerging impact of Coronavirus on local businesses. The survey ran from 17th February 
to 9th March and in that time, we saw the number of cases rise by 311 in the UK. Of 
those businesses that responded, 28% reported that they had been either negatively 
impacted by Coronavirus or its related disruption to date. 19% reported having 
experienced some form of impact up to that time and 2% expected to be impacted in 
the near future.

Since that time, the political and economic landscape has been shifting on an 
almost daily basis. At the time of writing, we welcome the joined up approach taken 
by policymakers in relation to a package of monetary and fiscal measures to help 
businesses that are in some cases, facing grave dangers. In particular, financial markets 
welcomed the emergency action taken by the Bank of England which cut interest 
rates to an historic low of 0.1% and announced plans to increase its holdings of UK 
Government and corporate bonds by £200bn in a bid to lower the cost of borrowing.  
The series of measures announced by the Chancellor in relation to introducing an 
employment and wage subsidy package in order to protect millions of jobs was also 
the right approach to take. However, the key to the success of these measures is 
ensuring that the money gets to those firms who need it straight away – thousands of 
businesses are warning of immediate collapse which would have untold repercussions 
for the social and economic fabric in this country. At the Chamber, we will continue to 
act as a conduit between local businesses and the Government to ensure policymakers 
are fully aware of the practical challenges that firms are facing as it is vital that their 
views are suitably reflected and embedded in any fiscal policy packages which are 
rolled out in the future. 

Full details can be found on our website.

The combined balance score for training saw a welcome 
upturn of three points to 59, but the capex balance 
score stayed at 54 for the second consecutive quarter.

Over the last three months, 23% of businesses across the board set aside greater funds 
for investing in capital expenditure (an increase of 1% from Q4 2019), however, this was 
offset by a greater percentage of firms reducing their capex spend compared to the last 
quarter (up from 14% to 16%) which lead to overall stability in the total balance score.  
It was pleasing to see an uplift in the number of manufacturers increasing their capex 
spend (up from 25% in Q4 to 31% in Q1), however this was offset by 21% reporting that 
they were reducing their investment levels related to machinery (up from 14% in the last 
quarter) which lead to an overall fall in the manufacturing balance score of two points 
to 56. By contrast we saw the training balance go up by three points to 59, much of 
this was down to the fact that a greater number for firms had increased their spend on 
training staff in comparison to last year (up from 25% in Q4 to 31% in Q1). 

Business confidence remains firm, despite a reduction in the combined balance scores 
for both profitability and turnover. The profitability balance score saw a sharp fall of 
seven points to 66 – mainly as a result of an increase in the number of firms expecting 
their profits to decline over the next 12 months (up from 12% to 17% in the current 
quarter) coupled with a notable reduction in the percentage of businesses expecting 
their profits to go up over the next year (down from 56% to 49% in Q1) In a similar 
fashion, the balance score for turnover also went down by three points to 71 as 59% of 
firms expect their profitability to improve over the next 12 months (down from the 57% 
listed in Q4) and 14% anticipate that it will decrease in the same time period (up from 
10% to 14% in the current quarter).
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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

Pictured (Front): BCU Curzon Building, Birmingham


