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The results are unlike any we’ve ever seen in the lifetime of the Quarterly Business 
Report and the various iterations which have preceded it over the last thirty years. 
Although expected, there’s no denying that the advent of Coronavirus has led to 
a dramatic fall in domestic and international demand for local businesses, along 
with a drop in recruitment and levels of investment in capex and training.  Business 
optimism has clearly been dented and systemic issues which had long impacted the 
output of the regional economy (issues relating to levels of cash flow for example) 
have become further entrenched by the fallout of Covid-19. Even the relatively good 
news of a fewer number of firms facing pressure to raise their prices needs to be 
contextualised within the extraordinary circumstances we are currently operating in. 

In moments like this, we often find ourselves revisiting historical crises to gain a 
better understanding of how our region overcame severe setbacks and economic 
shocks in years gone by. For centuries, the West Midlands has been renowned for its 
ingenuity, innovation and the strength of its collective resolve and it’s these defining 
characteristics which we will need to draw upon to plot a path towards a long term 
recovery. Using the West Midlands to pilot a safe reopening of the hospitality sector, 
offering local and regional authorities greater funding and flexibility to support the 
hardest hit firms, along with maximising the opportunities related to game changing 
projects and events such as HS2 and the Commonwealth Games are all likely to 
be vital components in bringing about a recovery in a safe and timely fashion.  I 
would like to thank businesses across the region for their ongoing support and 
engagement; your input has been instrumental in shaping policy at the highest level 
and your endeavour and tenacity has been both exemplary and a source of pride in 
such testing times. 
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The data this quarter indicate an unprecedented – and yet largely expected – 
vertiginous drop in economic activity. Significant portions of the economy have 
been put into stasis by government decree, whilst many others have had to 
temporarily shut in order to implement social-distancing protocols.

As a result, indicators from across manufacturing and services have plumbed new 
depths: 70% of businesses in the service sector and 80% of manufacturers have 
reported reduced demand from the UK market. The figures for exporters are a little 
better at 53% and 68% respectively. Nevertheless, the broad picture is consistent 
and dramatic.

However, whilst almost 30% of businesses report reductions in their workforce this 
is considerably better than the above figures would suggest, perhaps in part due to 
the Coronavirus Job Retention Scheme, through which almost 9 million workers are 
currently furloughed. Of concern is the fall in advance orders across industries and 
poor expectations for turnover and profitability over the coming 12 months. Around 
half of all firms surveyed felt that this would worsen, suggesting a potentially bumpy 
and uneven recovery.

Given the current circumstances, the fact that half of firms surveyed expect 
profits to remain constant or improve is impressive and speaks to the fundamental 
resilience of the Greater Birmingham business community. Looking forward, much 
will depend on the evolution of infection rates and government policy but the hope 
must be for a substantive and rapid improvement in subsequent quarters.

 
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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Domestic demand saw a drastic fall of 43 points as the 
UK wide lockdown introduced by Government had severe 
repercussions for the local business community
  
In total, 71% of businesses across the manufacturing and services sector recorded a drop in 
domestic activity over the previous three months – an increase of 54% compared to Q2. 17% 
reported constancy in their UK sales where as only 12% reported an uplift in domestic sales – the 
lowest figure on record since the height of the global financial crisis. The impact of the current 
crisis was more pronounced within the manufacturing sector, where 80% of firms witnessed a 
decline in UK orders, which led to the overall balance score falling by 34 points to an all time low 
of 16. The service sector also suffered as the balance score fell by an unparalleled 46 points to a 
figure of 21 – again, much of this was attributed to the greater percentage of service businesses 
reporting a decrease in UK sales (up from 15% in Q1 to 70% in the current quarter).

The domestic orders balance score for the two sectors combined also followed a similar 
downward trajectory as 68% of businesses across the board reported that advanced orders 
had fallen compared to the first quarter of the year (an increase of 53% in relation to Q1); 
meanwhile, 20% expected their order levels to remain constant (down from 42% in the previous 
quarter) which lead to an overall balance score of 22. The picture at the national level was 
equally sobering. In May, the ONS revealed that UK GDP fell by 5.8% in March compared to the 
previous month and fell by 2% in the first quarter – the largest contraction on record since 2008. 
According to the British Retail Consortium, levels of consumer spending improved every so 
slightly as lockdown measures began to ease in May. In relation to this, the GBCC is calling on 
the Government to conduct a formal review on 2m rule on social distancing in venues to identify 
whether the 1m used in many European countries is also a safe option as this would offer 
businesses significantly enhanced capacity. 

DOMESTIC DEMAND

Having entered negative territory in Q1, the cash flow index 
balance score halved to figure of 24 

63% of businesses in both sectors combined reported a contraction in available cash flow, an 
increase of 34% in comparison to Q1 which led to the fall in the overall balance score figure. 
Both individual sectors followed a comparable pattern, as the service cash flow balance score 
fell by 24 points to 25 and the manufacturing balance score dropped to an all time low of 22 
(a decrease of 17 points compared to Q1). Nevertheless, we shouldn’t lose sight of the fact that 
the manufacturing balance score had been in negative territory for four consecutive quarters 
prior to Q2, which perhaps reiterates the fact that global demand within the automotive sector 
has suffered for months and that has had a significant impact on the regional supply chain. 

In a rare glimmer of good news, it was pleasing to see that the price index balance score had 
also fallen by 12 points to 53 – the lowest figure on record since Q3 2012; much of this was 
attributable to the fact only 19% of businesses expected the price of their goods and services 
to go up in the next three months (compared to 33% in the first quarter of the year). The 
cost of finance was the most pressing factor facing those businesses under pressure to raise 
their prices (up from 14% in Q1 to 26% in the current quarter). In relation to this, the GBCC has 
welcomed the introduction of CBILs and the Bounce Back Loans Scheme to help firms weather 
this crisis, however we are also concerned about the additional level of debt businesses will 
be taking on over the next 12 months. In the midst of the crisis, 11% suggested their primary 
concern related to a lack of business and 10% cited competition. 

With global oil prices at historical lows, coupled with a far-reaching cut in the demand for 
goods and services during the enforced lockdown period, it was no surprise to see the UK 
rate of inflation fall to 0.8% in April – the lowest figure recorded since August 2016. This also 
translated to a greater percentage of firms showing concern around the impact of interest 
rates on their business compared to three months ago (up from 12% to 14%). In total, 22% of 
firms stated that concerns around levels of taxation were more apparent than three month ago 
– the highest percentage of file since Q4 2015. 

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
▼43 Points

▲
12%

=
17%

▼
71%

DOMESTIC ORDERS

Balance
▼ 41 Points

▲
12%

=
20%

▼
68%

CASH FLOW

Balance
▼ 24 Points

▲
11%

=
26%

▼
63%

EXTERNAL FACTORS

INFLATION 14%
BUSINESS 
RATES 12%
INTEREST 
RATES 9%
COMPETITION 31%
EXCHANGE 
RATES 12%
TAXATION 22%



The workforce balance score also saw a sharp fall of 17 
points to 41 - in line with other key indicators but not to 
the same extent as the decline recorded in domestic and 
international demand

63% of firms across the board reported that the size of their workforce remained constant 
over the past three months (a one percent increase compared to Q1); however, 29% had 
noted a reduction in the size of the workforce which resulted in the fall in the balance score. 
Unsurprisingly, the percentage of firms attempting to recruit went from 49% in Q1 to 22% in 
the current quarter and of those, 44% faced difficulties in attempting to hire staff (down from 
the 56% listed at the start of the year); normally, this would be cause for optimism, however, 
this development could also be an unintended consequence from the fact that employers 
potentially have a larger talent pool to choose from as a result of redundancies made by 
other businesses due to Coronavirus.  A greater number of service firms encountered issues 
in hiring candidates with the appropriate professional/managerial background (up by 11% 
compared to Q1); by contrast, this particular issue was less apparent for manufacturers in the 
current quarter (down from 33% in Q1 to 23% in the current quarter). 

In May, the ONS revealed that unemployment in the West Midlands had risen by 0.6% to 
5.0% between January and March 2020 and inactivity rose by 0.1% to 21.0% in the same 
time period. From a national perspective, the total number of weekly hours worked saw its 
largest annual decrease in 10 years, primarily attributable to a dramatic fall in the final week 
of March as the Government imposed a UK wide lockdown. It is beyond doubt that the 
Government’s Job Retention Scheme has played a crucial part in saving thousands of jobs 
not just in our region but across the country as a whole. Nevertheless, as we highlighted in 
the latest iteration of our Mind the Gap report, we would urge policymakers at HM Treasury  
to consider sector specific support for the worst affected industries (such as leisure, tourism 
and hospitality) to minimise any unnecessary disruption.

WORKFORCE & RECRUITMENT

The export demand balance score fell by 26 points to 26 – 
the lowest figure on record  

Only 9% of firms in the two sectors combined noted an uplift in non UK sales, where as 34% 
reported constancy and 57% reported a drop in international sales (up from 20% in Q1) which 
led to a dramatic fall in the overall balance score. However, it should also be pointed out that 
the export sales balance score had fallen for two consecutive quarters prior to the current 
one and had been hovering close to negative territory for the equivalent time period. Once 
again, manufacturers suffered heavily as 68% suggested they had seen a drop in export 
sales (compared to 30% in Q1) which led the overall balance score to fall to a record low of 
19. Likewise the service sector balance score fell by 22 points to 29 as only 10% reported an 
increase in international demand and 53% reported a decrease (up from 16% listed in the 
previous quarter).

Advanced export orders also fell by 25 points to 27 – a trend replicated in the individual 
sectors. Having already entered negative territory at the start of the year, the service sector 
balance fell by 19 points to 30 as 53% expected to see a drop in export business over the 
next three months (up from 20% in Q1). Having been comfortably in positive territory at the 
start of the year, the manufacturing balance score saw a sharp drop of 36 points to 21 as only 
8% expect to see an upturn in export business over the coming months and 67% expect a 
decrease in international activity over the same period (up from 24% in Q1).  The results are 
unsurprising given the global impact that Coronavirus has had on supply chains, international 
trade and exchange rate volatility. Key export markets for our local firms such as the EU, the 
USA and China have all experienced a fall in GDP in Q1 (by 3.1%, 5% and 6.8% respectively) 
and the indicators suggest a more pronounced contraction is likely to occur for Q2. 

For those businesses concerned about the impact of COVID-19 on their export strategy, we 
would encourage you to attend the digital GBCC Global Trade Conference which is taking 
place in June. Topics of discussion will include resuming international trade relationships 
post lockdown and embedding innovative business practices in order to enhance export 
opportunities - full details can be found on our website here.  

EXPORT DEMAND

EXPORT SALES

Balance
▼ 26 Points

▲
9%

=
34%

▼
57%

EXPORT ORDERS

Balance
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▲
11%

=
32%

▼
57%

WORKFORCE 

Balance
▼ 18 Points

▲
9%

=
63%

▼
29%

22%
OF FIRMS ATTEMPTED 

TO RECRUIT

OF WHICH

44%
FACED RECRUITMENT  

DIFFICULTIES
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The road to recovery remains paved with uncertainty, however, it is clear 
that businesses need support and strong leadership from the Government 
to facilitate long term economic growth and avoid a prolonged recession 

2008 -2009 Balance Scores 2020 Balance Scores

Q2 2008 Q3 2008 Q4 2008 Q1 2009 Q1 2020 Q2 2020

Domestic Demand 53 44 33 32 64 21

Export Demand 51 66 41 41 52 26

Workforce 54 54 47 47 58 41
Source: GBCC Quarterly Business Report

As the most comprehensive business survey of its kind in the city-region, we are able to 
analyse historical trends from the last thirty years to assess the severity of this particular 
crisis in relation to previous economic shocks we’ve faced in the recent past. The table above 
compares balance scores for domestic demand, export demand and the workforce during 
the midst of the global financial crisis along with the scores for the same indicators over the 
two most recent quarters. The comparative gravity in this particular scenario is reflected 
in the balance score figures (for example, the current figure of 21 for domestic demand is 
still much lower than the figure of 32 recorded in the depth of the financial crash). Only the 
workforce balance score seems mildly similar to 2008 (at its lowest ebb, it reached 47 which 
is still six points higher than the current quarter).

Assessing the historical data can also help shed considerable insight on a potential recovery 
plan; for example, during the 2008 crisis, both the domestic demand and export demand 
balance scores remained in negative territory for four consecutive quarters which perhaps 
underlines the long term challenges we face in attempting to adapt to a post lockdown 
landscape.  As our data has revealed, firms are facing greater cost pressures and this burden 
is likely to intensify as businesses attempt to become ‘Covid-19 secure’ in the coming weeks 
and months. Now is the perfect time for the Government to partner with our regional
political bodies to tackle long standing structural issues within our economy which have 
long hampered output. If the recovery is not managed effectively, what started out as 
a crisis of liquidity could easily morph into one of insolvency.

It was no surprise to see deterioration in business 
confidence levels as the majority of firms expect their 
profits and turnover to fall over the next 12 months

For the first time in the history of the report, both of the combined sector indicators for 
profitability and turnover entered negative territory (the closest they came to doing so 
previously was in the midst of the Global Financial Crisis in Q4 2008). 52% of businesses 
across the manufacturing and service sector expect their turnover to worsen throughout 
the year and into 2021 (an increase of 38% compared to Q1) which led to a 32 point 
drop in the balance score to 39. Profitability projections were also heavily affected by 
the fallout associated with Coronavirus. Across the board, 27% expected their profits 
to increase over the following year (a considerable reduction of 22% in relation to the 
previous reporting period). This was offset by 51% of businesses expecting a drop in 
profitability levels over the same time period. As a result the balance score fell by 28 
points to 38. 

It was also no surprise to see a notable decline in the balance score in relation to 
investment in capex (a fall of 26 points to 28) and training (a fall of 25 points to 34) 
across both sectors combined. Only 9% of firms in the service and manufacturing sector 
are expecting to increase their capital expenditure outlay over the next three months 
(down from the 23% recorded in Q1) and 54% are cutting back on capex spend this 
quarter (an increase of 38% from Q1). In addition, just 13% of businesses suggested 
they would be allocating greater funding towards training spend over the course of the 
following quarter.42% suggested that their investment plans for training budgets had 
remained unchanged compared to three months ago, whilst 45% of businesses expected 
to cut their training spend over the next three months (up from the 14% listed in the 
previous quarter).

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
▼ 26 Points

▲
9%

=
37%

▼
54%

 
TURNOVER

Balance
▼ 32 Points

▲
30%

=
18%

▼
52%



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): The Midland Metropolitan University Hospital


