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Introduction 
The annual Birmingham Economic Review is produced by the University of 
Birmingham’s City-REDI and the Greater Birmingham Chambers of Commerce, 
with contributions from the West Midlands Growth Company. It is an in-depth 
exploration of the economy of England’s second city and a high-quality resource 
for informing research, policy and investment decisions.  

Data and commentary were correct at the time of publishing: October 2020. 
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Birmingham Economic Outlook Before and After the Covid-19 Pandemic 
 
Prior to 2020, Birmingham was a city experiencing significant growth, though 
facing longstanding challenges with weaker than average productivity and skills 
levels. Regional strengths included sectors such as mobility and automotive; 
health and life sciences; and business and professional services. 

Unfortunately, we can expect to see a substantial contraction in the West 
Midlands economy for a prolonged period as a result of COVID-19. Though the 
country has been negatively affected as a whole, research suggests that the West 
Midlands has been particularly exposed to the economic shock of the pandemic. 
This is due to the region’s economy being more manufacturing intensive than the 
UK average. 

It is important to make sure that as Birmingham recovers from the economic 
impact of COVID-19, stakeholders aim to simultaneously reduce regional intra-
inequality and ensure that growth is inclusive of all communities. The outlook for 
Birmingham before the onset of the pandemic was positive. The city-region has a 
Local Industrial Strategy (LIS) which despite the pandemic, remains the guiding 
principle for growth across the city and wider region. 

 
Pre-COVID: West Midlands Local Industrial Strategy 
The West Midlands was one of the two ‘trailblazer’ regions (along with Greater 
Manchester) for the launch of new Local Industrial Strategies (LIS) focusing on the 
development of key technologies and priority industries in the UK’s major cities. 
Also in Wave 1 for local industrial strategies was the Cambridge-Milton Keynes-
Oxford corridor. In July 2018 the government announced a further round, called 
Wave 2, which would be published by March 2020 that included the Tees Valley, 
West of England (centred of Bristol), Leicester, and Leicestershire, among others. 

The LIS for the West Midlands noted the region’s strengths in sectors such as 
mobility and automotive; health and life sciences; and business and professional 
services1. To that end, investment has been targeted in the development of 
battery research for electric cars and the nation-wide pilot of 5G internet to 
enable development of self-driving vehicles in the Future Mobility Zone. There is 
also a focus on digital rail, much of the research for which is being done at the 
University of Birmingham. HS2 and the Commonwealth Games are also part of the 
LIS, to unlock regeneration of Birmingham and the wider area. There is also the 
announcement that in 2021 Coventry will be the UK City of Culture, which will go 
some way to changing perceptions of the region beyond its boundaries. 

The strategy also includes £69 million worth of funding to the West Midlands 
Combined Authority to improve digital and technical skills, thus improving job 
opportunities for inhabitants as well as drive the region’s productivity forward. 

                                                           
1 Gov.uk, 2019, West Midlands Local Industrial Strategy  

https://www.gov.uk/government/publications/west-midlands-local-industrial-strategy/west-midlands-local-industrial-strategy
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Two new Institutes of Technology are to be established in Dudley and Solihull to 
create new opportunities for people to gain further and higher-level technical 
education.   

Before the coronavirus pandemic, these strength sectors were the drivers of 
growth in the region.  

 
Pre-COVID: GVA 
GVA measures the contribution to the economy of each individual producer, 
industry or sector in the UK.  

While the causes of the 2008 economic crisis and subsequent recession are 
entirely different to the current crisis it may prove beneficial to consider the 
impact of the former. The 2008-09 recession hit employment and economic 
output across the country. Birmingham was no exception. From the pre-recession 
peak in 2007 to the trough in 2009, the city lost around 40,000 jobs; 
approximately 7% of total employment. Over the same period, around £1 billion of 
economic output was lost. This was equivalent to approximately 5% of 
Birmingham’s total GVA. Both employment and economic output suffered larger 
percentage falls in Birmingham than they did nationally, highlighting that the city 
was hit disproportionately harder during the downturn.  

Official GVA data provided by the ONS shows that the economy has recovered 
from the low point reached in 2009, but that recovery is a risk from the pandemic.  

Birmingham’s GVA is £29bn, followed by Solihull’s at £9.8m - the second highest 
in the West Midlands - and Coventry’s at £9.5m.  

The lowest is in Wyre Forest at £1.4bn followed by Tamworth at £1.5bn. However, 
GVA per employee is more balanced with narrower gaps demonstrating the 
greater numbers of “lower value” roles such as Birmingham at £56k, but the 
highest is Solihull at £80k, and Warwick at £73K to the lowest of £41k in Walsall.  

In 2018, GVA per hour was £32.7 in the WMCA (3 LEP) area, an increase of 3.8% 
(+£1.2) from 2017 which is above the UK average increase of 2.2% (+£0.7). In the 
Greater Birmingham and Solihull area, it was 54,749,000,000, a 4.8% change on 
the previous year, compared to an average change of  2.2% across the UK.  

In terms of GVA per head, latest data from 2018 shows that Birmingham (£25,477) 
significantly underperforms the UK national average (£28,729) and English 
average (£29,356) 

Whilst other core cities such as Manchester (£41,178) are performing much better 
than Birmingham in total GVA per head rate, the growth rate indicates that 
Birmingham’s change in GVA on the previous year was 6.1%, a joint second with 
North Tyneside. The largest growth rate in GVA per head was Leeds at 6.4%. See 
fig 1. 
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GVA across the Greater Birmingham and Solihull area has increased by 4.5%, 
compared to the UK (2.7%) and England (2.5%) change on last year.  For 
Birmingham there was a 6.4% increase from 2017 to 2018.   

 

Figure 1 GVA (income approach) at current prices: growth in selected Core Cities, 1997-2018 

 

Source: ONS, Regional Gross Value Added 

 

Table 1 GVA (income approach) per head growth 2018 including percentage change from 
previous year 

 

2018 Change from 2017 

Leeds £33,248 6.4% 

North Tyneside £22,395 6.1% 

Birmingham £25,477 6.1% 

Liverpool £27,182 3.6% 

Manchester £41,178 3.2% 

Sheffield £21,698 1.7% 

South Tyneside £12,232 1.0% 

Source: ONS, Regional Gross Value Added 
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Pre-COVID: GVA by Industry and Sector 

The five biggest transformational sectors in terms of GVA in current prices for the 
Greater Birmingham and Solihull area are: 1) Business, professional and financial 
services, (BPFS) 2) Advanced manufacturing, 3) Retail, 4) Public sector including 
education and 5) Life sciences and healthcare. 

Table 2 shows that in terms of economic output, ‘Business, professional and 
financial services’ is the dominant sector for the city-region. It also shows the 
percentage share of other transformational sectors. 

 

Table 1 GVA by Transformational Sectors, GBSLEP 2018 (£ million) 

Industry 2018 
Share of 

total 

Advanced Manufacturing and Engineering £8,337 15.2% 

Business, Professional and Financial Services £17,247 31.5% 

Construction (Building Technologies) £3,817 7.0% 

Cultural Economy inc. Sports £2,561 4.7% 

Digital and Creative £2,904 5.3% 

Life Sciences & Healthcare £4,635 8.5% 

Logistics & Transport Technologies £2,262 4.1% 

Low Carbon and Environment Technologies £794 1.5% 

Public Sector inc. Education £5,970 10.9% 

Retail £6,225 11.4% 

Total £54,752  

Source: ONS, GVA 

 

By enterprise stock, the story is very similar. Table 2 lists those enabling and 
transformational sectors, by percentage. It shows that Business, Professional and 
Financial services are dominant, following retail, construction (building 
technologies) then followed by advanced manufacturing and engineering. 
Together construction and advanced manufacturing and engineering account for 
20% of business stock, compared to 33.*% for BPFS)  
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Figure 2 Total Sector Enterprise Stock 2018 -2019  

 

Source: ONS 
 
Figure 2 Total Sector Enterprise Stock, Percentage Share 2018-1019 

 

Source: ONS, Regional Gross Value Added 
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Reflecting its function as a core city, Birmingham has a high public sector 
presence, comprising a number of very large public sector employers. Key 
amongst these is Birmingham City Council, the Queen Elizabeth Hospital 
(employing around 6,900) and the University of Birmingham (employing around 
7,400).  

A lot of work has recently gone into trying to rebalance the economy to grow and 
attract more private sector employers to Birmingham. Between 2013 and 2016, 
estimated gross Birmingham City Council expenditure decreased from £3.4 billion 
to £3.1 billion.  

The business services sector contributes the third largest share of Birmingham’s 
economic output, with businesses increasing in confidence to take on staff and 
invest.  

As a core city, Birmingham hosts a number of nationally and internationally 
significant companies, reflecting both its manufacturing heritage and the city 
centre’s function as a professional and business services hub for the wider region. 
The city has offices for a large number of financial and professional services 
companies focused in its financial district in Colmore Row and also in 
Brindleyplace. Such companies include Royal Bank of Scotland; Deutsche Bank; 
KPMG; PwC, Deloitte and Ernst and Young. In 2015, global bank HSBC announced 
the relocation of its national head office to Birmingham city centre, with the 
relocation of some 1,000 employees currently based in London to Birmingham. 
Birmingham also has a significant amount of legal services, with key companies 
including Pinsent Masons, Squire Patton Boggs, DLA Piper, Wragge Lawrence 
Graham and Co., Eversheds, Shoosmiths and Mills and Reeve 
 
 
COVID-19: The health implications for Birmingham’s population 
Globally, over a million people have died as a result of COVID-19.2 In the UK, the 
latest government statistics at the time of writing (October 2020) show that over 
400,000 people have tested positive for the virus and 40,000 people have died 
within 28 days of a positive COVID-19 test.3 

Across Birmingham the impact on health and well-being has been multifaceted; 
the pandemic has cost lives, impacted healthcare in other areas and negatively 
affected mental health and wellbeing. 

Over 11,500 cumulative positive cases have been identified since the start of the 
pandemic.4 Almost 1,000 individuals have lost their lives within 28 days of a 
positive COVID-19 test.5 

                                                           
2 World Health Organisation, 2020, Coronavirus Disease (COVID-19) Dashboard 
3 Gov.uk, 2020, Coronavirus (COVID-19) in the UK 
4 Public Health England, 2020, Cumulative cases of COVID-19 by specimen date, total confirmed in Birmingham  
5 Gov.uk, 2020, Coronavirus (COVID-19) in the UK 

https://covid19.who.int/
https://coronavirus.data.gov.uk/?_ga=2.69481488.121309201.1601471388-1798476981.1597997713
https://lginform.local.gov.uk/reports/lgastandard?mod-metric=13227&mod-area=E08000025&mod-group=AllMetropolitanBoroughLaInCountry_England&mod-type=namedComparisonGroup
https://coronavirus.data.gov.uk/?_ga=2.69481488.121309201.1601471388-1798476981.1597997713
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As seen at a national level, there are significant concerns that individuals are not 
seeking treatment for non-COVID-19 potential symptoms and conditions risking a 
wider increase in ill-health or possible death from other causes.   

According to ONS research, between 30 April and 10 May 2020, 37% of people in 
Great Britain were reporting high levels of anxiety. The British Chambers of 
Commerce COVID-19 Business Tracker (6th July 2020) indicated that 26% of West 
Midlands region  businesses had experienced an increase in workforce mental 
health concerns compared to the same period the previous year. 

As a city, Birmingham has a significant proportion of the population who may be 
at greater risk from COVID-19: for example, 61.7% of adults in Birmingham are 
estimated to be overweight or obese6, 8.2% of people aged 17 and older in 
Birmingham and Solihull are estimated to have Diabetes, 2.9% of people in 
Birmingham and Solihull are estimated to have coronary heart disease and 4.2% of 
adults in the region have been diagnosed with Kidney Disease.7 

Birmingham Public Health identified health inequalities in the city pre-dating 
COVID-19. Compared to the most affluent areas of the city, in the most deprived 
areas life expectancy is 10.6 years less for men and 8.2 years less for women.8 
Public Health England have also identified links between deprivation and mortality 
rates from COVID-19; the mortality rates from COVID-19 in the most deprived 
areas of the UK are more than double the least deprived areas, for both males and 
females.9 

                                                           
6 Public health England, accessed 2020, Public Health Profiles 
7 Public Health England, accessed 2020, Public Health Profiles: Cardiovascular Disease 
8 Birmingham City Council, 2019, Birmingham Public Health Green Paper 
9 Public Health England, 2020, Disparities in the risk and outcomes of COVID-19 

https://fingertips.phe.org.uk/
https://fingertips.phe.org.uk/profile-group/cardiovascular-disease-diabetes-kidney-disease/profile/cardiovascular/data
https://www.birminghambeheard.org.uk/people-1/birmingham-public-health-green-paper/supporting_documents/Birmingham%20Public%20Health%20Green%20Paper%20.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/908434/Disparities_in_the_risk_and_outcomes_of_COVID_August_2020_update.pdf
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Industry Insight 
Dr Justin Varney, Director of Public Health, Birmingham City Council 

Coronavirus-19 first appeared in the world in December 
2019, arriving in the UK in February and Birmingham in the 
second week of March 2020, and although at the time I 
knew my team and I were facing challenges, I had little 
understanding of the depth of innovation and change that 
we would need to adapt in the days and weeks to come.  

I joined the City Council in February 2019, taking on a multi-
disciplinary team that had been through multiple 
restructures and I was their fourth DPH in two years. Over 
most of 2019, we worked together to refresh and rebalance 

the team and set a clear focus and a strong approach to community engagement 
and partnership. The political and partnership support for public health has been 
strong and we are fortunate to have a cabinet and opposition who value and 
support public health.  

Initially, as the situation evolved we could manage this as part of business as usual 
but things quickly needed to change and by early March I moved the team into 
emergency continuity mode, stepping down the normal business to free staff up 
to focus on translating the rapidly changing national guidelines and predicting as 
much as possible the next moves of this dangerous disease.  

In the early days before lockdown, we set up a public health response room, using 
large whiteboards to track guidelines and actions, moving to a daily rhythm of 
internal briefings and rotating staff through the room daily. In this early phase, the 
team developed new skills at pace, individuals teaching each other and finding 
solutions to challenges. Working with the University of Birmingham when hand 
sanitiser was running out we created a large batch, which the team then scoured 
bottles from across the city centre and funnel filled and labelled ourselves before 
distributing to front line social care staff and essential council staff.  

When lockdown came, we moved virtual in 24hrs, prior to lockdown we had 
started the transition to Office365 but social interaction and large team meetings 
were the norm so we had to adapt and innovate. The team quickly set up a virtual 
kitchen space that alternated between pet pictures and sharing tips on keeping 
healthy in mind and body during lockdown. We built on this to launch monthly 
virtual quiz nights where members of the team developed quiz rounds, as 
lockdown went on these got more and more inventive – the most recent quiz 
included a conveyor belt generation game memory round complete with the 
cuddly toy!  

One of the areas we have worked to get right has been line management support. 
As the pressure has ramped up and the team has had to take on very different 
roles, learned new skills, and wrestled with different dashboards and data sets, 
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making time and finding connection has become harder and tempers and 
relationships have been frayed. Making it clear that 121 sessions were important 
and should be scheduled and respected has been important and modelling this 
from the top has been key.  

In June we ran a staff survey across the team to reflect on how home working was 
impacting people and also capture ideas and thoughts on how things could be 
improved as well as a questionnaire about my own leadership style and then 
discussed these at a virtual team away day.    

Handling these changes has not been easy but it has been helped by having open 
and honest conversations about the challenges and as a director talking about 
how hard some of this experience is, encouraging authentic conversations and 
sharing tips and hints.  

Innovation hasn’t just been about social skills, we have had to find different ways 
to talk to communities and listen as well as inform. Over the last three months, we 
have done engagement through a wide range of different formats. Working with 
community partners we have done Instagram live with young people, BSL 
interpreted Q&A sessions with our deaf community and live online TV interviews 
in Mirpuri and Punjabi.    

There have been moments where we have had to innovate at pace designing 
services and solutions within hours or where we have been lucky days. This has 
ranged from a rapid solution with local university labs to a lack of hand sanitisers 
to designing an outbreak response support function and surveillance approach to 
give support to complex situations in our communities.  

Innovation has required an open and authentic management style, talking about 
what is working and what can be improved, being honest about the challenges, 
and allowing space for everyone to contribute, although I don’t think our virtual 
whiteboard jams should be saved for posterity.  Over the last six months, we have 
laid strong foundations but this pandemic is a war not a single battle and the 
strategy and approach requires continued innovation and adaption and there are 
many more that will be needed in the weeks and months ahead. 
  



11 
 

Industry Insight 
Shelley Rowley, Chief Transformation Officer, BHSF 

 

The biggest innovation we cultivated at BHSF during the 
pandemic was the innovation of culture. 

Like many other companies, we have systems in place for our 
staff to work remotely. Ensuring our employees in 
Birmingham, London, Liverpool and Northern Ireland, as well 
as our remote sales team across the UK, could access the 

same systems was obviously crucial. But that was just the beginning. We then had 
to ensure that we were working together in the best possible way, albeit from 
afar. 

The desire for communication was much higher than we expected. We were also 
surprised by the degree to which people wanted to be briefed on the reality of 
the situation. Where we would normally issue a monthly briefing, at the height of 
the pandemic we were issuing daily briefings, and even now we brief twice a 
week. We kept our staff informed about the risks of contracting covid-19 and on 
the appropriate guidance, and we noticed that they wanted to do things that 
could help others.   

Our employees demonstrated this by getting involved in very real ways; some 
volunteered for the NHS, or delivered food to vulnerable people and they sewed 
medical scrubs and masks in their own time. We’re proud of their selfless acts and 
made sure they were championed and supported in our briefings. Our staff 
representatives had a discussion about whether the Executives  should put in 
wellbeing calls to our staff; literally just a call to ask them how they were feeling. 
We were unsure if they would want that level of contact from their Executives – 
but a significant number of staff did actually welcome the call. 

In terms of our customers, the biggest change was moving our clinical 
consultations to video, and we have continued to work this way. In some cases it 
was about changing the mind-set of the client and thankfully they all bought into 
this new way of working. Our doctors and nurses deserve a lot of credit, too, 
because they have to ask different questions on a video consultation or over the 
phone than they would face-to-face, so their professionalism and adaptability has 
been a massive component in its success. 

Two of our core products are BHSF RISE and BHSF Connect. BHSF RISE is an all-
encompassing health and wellbeing service with a particular focus on mental 
health, while BHSF Connect is an easy-to-use app with nine bespoke health and 
wellbeing features. : The products provide essential support for employees, 
particularly in the current climate.   
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We know that 65 per cent of adults with a pre-existing mental health condition 
saw a decline in their mental health during the pandemic10, that an additional 4.5m 
people became unpaid carers since the start of the pandemic11, and that, 
tragically, suicide rates are at an all-time high. We offer two products that truly 
can positively impact the physical and mental health of employees across the 
country.  

And at a time when cash flow was a worry for everyone, we did everything we 
could to help by altering our payment schedules and shortening deployment 
times, and our customers really appreciated it. This was another way for us to 
demonstrate the strength of our culture, not just to our clients, but to our own 
people. 

And on the subject of finances, unfortunately, many of our community partners 
were hit hard by the impact of the coronavirus and some experienced great 
difficulty in fund-raising, so we donated £5,000 to each of them to help ease the 
burden. 

We are very fortunate to be able to call upon an experienced, skilled and fresh 
thinking staff group who put every effort into ensuring our clients were able to 
see a way through the pandemic which was imperative in our view.  

Many of our staff have commented that they have gotten to know their colleagues 
so much more than when they were sat side by side in the office, which is 
amazing. This cultural change has taken us from surviving to thriving and it has all 
been led by the staff.  This is a massive change for us, but it’s definitely a change 
for the better. 

  

                                                           
10 https://www.mind.org.uk/media-a/5929/the-mental-health-emergency_a4_final.pdf 
11  https://www.theguardian.com/society/2020/jun/19/coronavirus-45m-people-in-uk-forced-to-
become-unpaid-
carers#:~:text=An%20estimated%204.5%20million%20people,19%20pandemic%2C%20according%2
0to%20research 

https://www.mind.org.uk/media-a/5929/the-mental-health-emergency_a4_final.pdf
https://www.theguardian.com/society/2020/jun/19/coronavirus-45m-people-in-uk-forced-to-become-unpaid-carers#:%7E:text=An%20estimated%204.5%20million%20people,19%20pandemic%2C%20according%20to%20research
https://www.theguardian.com/society/2020/jun/19/coronavirus-45m-people-in-uk-forced-to-become-unpaid-carers#:%7E:text=An%20estimated%204.5%20million%20people,19%20pandemic%2C%20according%20to%20research
https://www.theguardian.com/society/2020/jun/19/coronavirus-45m-people-in-uk-forced-to-become-unpaid-carers#:%7E:text=An%20estimated%204.5%20million%20people,19%20pandemic%2C%20according%20to%20research
https://www.theguardian.com/society/2020/jun/19/coronavirus-45m-people-in-uk-forced-to-become-unpaid-carers#:%7E:text=An%20estimated%204.5%20million%20people,19%20pandemic%2C%20according%20to%20research
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COVID-19: Support for local businesses 
Significant Government support schemes were implemented to support 
businesses through the pandemic including: the Coronavirus Job Retention 
Scheme (CJRS), Coronavirus Business Interruption Loan Scheme (CBILS), 
Coronavirus Large Business Interruption Loan Scheme (BLBILS), Bounce Back 
Loan Scheme (BBLS), Self-Employed Income Support Scheme, sector specific 
business rates holiday, protections from eviction for commercial tenants, VAT 
deferment and sector specific VAT reductions. Further schemes such as the Job 
Support Scheme, Kickstart and Jobs Retention Bonus will go live over the coming 
months.  
 
As of the 15th September 2020 £15.45bn of Coronavirus Business Interruption 
Loans and £38.02bn of Bounce Back Loans had been approved nationally.12 
According to the British Business Bank, approximately 8% of the West Midlands 
region business population had received a CBIL (worth £871.4m) and 8% had 
received a BBL (worth £2.6bn).13 1 in 5 Greater Birmingham based businesses 
reported pressure to raise prices arising from finance costs in the GBCC Q3 2020 
Quarterly Business Report (QBR). 
 
Since the UK government announced lockdown measures as a result of the 
COVID-19 pandemic at the end of March, the GBCC has adapted events and 
campaigns, delivering them digitally to help keep business moving safely in the 
city-region. The Chambers have also built a dedicated resource hub, offering 
practical advice and guidance to organisations concerned about the impact of the 
Coronavirus and keep local businesses informed of the latest business support 
measures announced by the government. 

During the pandemic City-REDI has been at the forefront of driving the city’s 
resilience via the West Midlands Weekly Economic Impact Monitor. The weekly 
monitor brings together data and intelligence from the WM REDI partnership into 
one single source which can be shared and utilised in planning and responding to 
the challenge of the virus. The monitor is feeding into the regional recovery 
planning that can help the regional economy bounce back and quickly move 
forward once lockdown restrictions start to be lifted. 

This is a rapid review of the issues, and the weekly monitor is not intended to be a 
comprehensive assessment but rather a practical report which places emphasis on 
emerging issues and the best data and intelligence we have to date. 

The work is being endorsed by political and business leaders. Part of the role of 
City-REDI, as demonstrated in the weekly monitor, is to work in partnership with 
regional organisations to help understand the challenges and the kinds of policy 
interventions that will have specific impacts and effects on industry sectors, 
                                                           
12 Gov.uk, 2020, HM Treasury coronavirus (COVID-19) business loan scheme statistics 
13 British Business Bank, 2020, Coronavirus loan schemes benefiting businesses in all corners of UK, reveals new 
analysis from British Business Bank 

https://www.gov.uk/government/collections/hm-treasury-coronavirus-covid-19-business-loan-scheme-statistics
https://www.british-business-bank.co.uk/coronavirus-loan-schemes-benefiting-businesses-in-all-corners-of-uk-reveals-new-analysis-from-british-business-bank/
https://www.british-business-bank.co.uk/coronavirus-loan-schemes-benefiting-businesses-in-all-corners-of-uk-reveals-new-analysis-from-british-business-bank/
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businesses, communities and households as we progress through the pandemic 
and beyond. 
 
COVID-19: Birmingham city-region economic outlook 
The overall trend for the West Midlands economy is of substantial contraction for 
a prolonged period.  

Cambridge Economics created a Local Economy Forecasting Model (LEFM), to 
produce estimates of the director sector employment and GVA impacts, with local 
variables, such as business demography, and occupations of the workforce. 

Their modelling concludes that several areas of the West Midlands is likely to be 
more exposed to the economic shock because of the sectoral share of its 
automotive manufacturing sector. The share of local GVA in Coventry linked to 
automotive industry is 13% and in Warwickshire 10%. 

The automotive sector experienced a 40.2% decrease in UK car production to 
Jan-August 2020 vs. 2019.14 

Any hit to that is likely to have substantial rippling effects on the supply chain, 
connected sectors and the wider workforce.  

There are also significant concerns that the region’s automotive sector, already 
seriously impacted by a sharp fall in customer demand for new vehicles driven by 
COVID-19 (both domestically and, during the earlier parts of the year, in key 
markets such as China – according to SMMT cars produced for export to China fell 
53.1% in the first six months of the year15), will face significant Brexit related 
disruption at the end of the transition period (see later in this document).  

Nationally, GDP fell 20.4% in Q2 2020 - the largest fall on record. 

The Bank of England’s Agent’s summary of conditions for 2020 Q2 report that 
output continues to be significantly weaker than a year ago, however there has 
been a modest improvement as more companies reopen production lines, 
including Jaguar Land Rover.  

However, even though a number of manufacturing companies are resuming 
production, many are doing so under social distancing measures, with a significant 
proportion of the workforce remaining on furlough or reduced hours. The flexi-
furlough scheme has given firms the flexibility for a phased return of the 
workforce.  

Currently, output in the region’s specialism of manufacturing appears to be high. 
This is according to PMI survey data, with electrical and electronic registering at 
the lowest in the sector, whilst metals, chemicals, rubber and plastics registering 

                                                           
14 SMMT, 2020, UK car manufacturing falls -44.6% in August as coronavirus bites again 
15 SMMT 2019, UK car production falls 20% in first six months as new data reveals £330 million ‘no deal’ 
mitigation bill 

https://www.smmt.co.uk/2020/09/uk-car-manufacturing-falls-44-6-in-august-as-coronavirus-bites-again/
https://www.smmt.co.uk/2019/07/uk-car-production-falls-20-in-first-six-months-as-new-data-reveals-330-million-no-deal-mitigation-bill/
https://www.smmt.co.uk/2019/07/uk-car-production-falls-20-in-first-six-months-as-new-data-reveals-330-million-no-deal-mitigation-bill/
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new clients. However, any extension or imposition of new social distancing 
measures will likely constrain output in manufacturing for several months. This is 
likely to be a particular challenge for the West Midlands. According to the Bank of 
England, the most common central expectation among companies was that 
output would still be around a fifth below normal levels by the end of the year.  

Beyond the traditional measures of GDP and GVA, other indicators can give 
insight in economic growth. The Purchasing Manager Index (PMI) is one such 
measure. 

Survey responses are collected in the second half of each month and give an 
indication of the direction of change compared to the previous month. A diffusion 
index is calculated for each survey variable. The indices vary between 0 and 100, 
with a reading above 50 indicating an overall increase compared to the previous 
month, and below 50 an overall decrease. 

The PMI headline West Midlands Business Activity Index - a seasonally adjusted 
index that measures changes in the combined output of the region’s 
manufacturing and service sectors reports monthly figures.  

 

Table 3 Regional PMI readings from lockdown to ease of lockdown measures 

Month Regional PMI 

March 36.1 

April 10.9 

May 27.9 

June 50.4 

July 61.9 

August 61.9 

Source: Natwest Markit PMI  
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Figure 4 Time series on West Midlands headline PMI readings from 1997 - July 2020 

Source: Natwest Markit PMI  

 

In March regional PMI fell to 36.1 indicating a severe reduction in business output. 
It was one of the worst-hit in the UK, with only Northern Ireland and Scotland 
recording quicker falls in new business since the previous month.  

In April, it fell further to 10.9, near the floor in readings. The reading indicated an 
unprecedented rate of decline in output. It was the lowest reading since the data 
started being gathered in 1997.  

Comparatively, the July reading of 61.9 signalled improved economic output for 
the region. It was the second-fastest rate in the survey’s history. This suggests 
that whilst the emergency health measures of the pandemic caused an 
unpresented drop in economic output, the ease of lockdown measures has caused 
substantial economic growth. This recovery does not appear to have slowed; in 
August, PMI registered at the same historic high of 61.9. 

 
COVID-19: Local Business Sentiment  
The GBCC’s Quarterly Business Report (QBR) for Q2 2020 showed local 
businesses experienced the most significant fall in economic activity in the 
report’s over 30 year history. 

In Q2 2020 the QBR balance score for domestic demand fell 41 points to 22 (a 
score of below 50 is indicative of negative sentiment, the lower the score, the 
stronger the sentiment) with 68% of businesses reporting a reduction in domestic 
orders. It rose to a score of 40 in Q3 2020, with 37% of respondents reporting a 
reduction.  
 
The QBR balance score for export demand fell 25 points in Q2 2020 to 27 rising 
to 41 at Q3. The GBCC deliver c.6% of all international trade documentation issued 
in the UK. Overall volumes of documentation issued are a useful proxy for 
changes in volumes of international trade. The volume of GBCC export 
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documentation issued declined to 69% of 2019 levels in April 2020 and 52% in 
May 2020. It has since risen significantly to 81% (June), 83% (July) and 74% 
(August) of 2019 volumes. 

The QBR balance score for capex fell 26 points to 28 in Q2 rising slightly to 36 in 
Q3. The training investment balance score fell 25 points to 34 in Q2 rising to 39 in 
Q3, indicating a significant reduction in local businesses’ investment intentions 
across both categories. 
 
Nationally, research from the British Chambers of Commerce undertaken in 
August 2020 showed 39% of businesses say they have three months or less worth 
of cash in reserve.16 Across Greater Birmingham, 63% of businesses of businesses 
reported a worsening cash flow position in Q2 2020 QBR, 47% reported a 
worsening position in Q3 2020.  This suggests a significant proportion of 
businesses have little financial “buffer” remaining to absorb any further shocks.  
 
  

                                                           
16 British Chambers of Commerce, 2020, BCC Coronavirus Business Impact Tracker: Firms vulnerable as 
government schemes approach end 

https://www.britishchambers.org.uk/news/2020/08/bcc-coronavirus-business-impact-tracker-firms-vulnerable-as-government-schemes-approach-end
https://www.britishchambers.org.uk/news/2020/08/bcc-coronavirus-business-impact-tracker-firms-vulnerable-as-government-schemes-approach-end
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Industry Insight 
Raj Kandola, Senior Policy and Patron Adviser, Greater Birmingham 
Chambers of Commerce 

As the longest running business survey of its kind in the 
region, the Greater Birmingham Quarterly Business Report 
and the various iterations which proceeded it, have offered 
a comprehensive snapshot of the health of the regional 
economy for over thirty years.  Never in that period had we 
seen such a drastic drop in economic demand home and 
abroad as we did earlier in the year when the Government 
grappled to overcome the most unprecedented crisis 
witnessed in a generation. 

With much of the UK economy undergoing a period of enforced stasis, it was no 
surprise to see a dramatic fall in domestic and export sales, along with a drop in 
both levels of recruitment and investment in capex and training. Business 
optimism was clearly dented and systemic issues which had long impacted the 
output of the regional economy (problems related to cash flow for example) had 
become further entrenched by the fallout from Covid-19. Historical analysis also 
revealed the drop in local output was far more acute then the levels recorded 
during the depths of the global financial crisis, which potentially point to the long 
term challenges local and national stakeholders will face in attempting to engineer 
a revival for the region as a whole. 

The data we’ve collected from hundreds of businesses across Greater Birmingham 
for the latest version of the report highlight trends which are reassuring and 
concerning in equal measures. It’s pleasing to see an upturn in domestic and 
international sales, a nominal increase in hiring levels and a noticeable 
improvement in turnover and profitability projections. However, investment levels 
remain understandably sluggish and the majority of businesses are still not 
operating at full capacity.   

The results are expected and broadly in line with national trends as the ONS 
revealed that the economy grew by 6.6% in July as lockdown measures began to 
ease and the Chancellor introduced measures such as Eat Out to Help Out which 
offered a welcome short term boost to consumer spending. Nevertheless, the 
monthly GDP figure for July was 11.7% lower than the pre-pandemic levels seen in 
February prior to the start of the crisis and the data we collected for the latest 
report also revealed that the increase in activity amongst local businesses is still 
someway short of the levels we were accustomed to prior to the advent of 
Coronavirus.    

As Government support measures such as the Job Retention Scheme begin to 
wind up in the autumn, the challenge for policymakers in Westminster will be to 
ensure that the foundations are in place for a sustainable recovery which 
incorporates inclusive economic growth at the heart of its policy programme.  
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Offering local and regional authorities greater funding and flexibility to support 
the most affected firms along with maximising the vast opportunities that game 
changing projects and events such as HS2 and the Commonwealth Games need to 
be front and centre of any local economic plan.   

Pressing ahead with structural reform to outmoded methods of fiscal revenue 
collection related to business rates and National Insurance contributions will help 
to alleviate the crippling cost pressures that businesses have faced for years and 
allow them to invest in their people and products at a time when its never been 
more important.  If anything, the situation is primed for Government to 
demonstrate its commitment to ‘building back better’ and once and for all, tackle 
the long term issues within our economy which have hampered our output for 
decades. 
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Industry Insight 
John Webber, Head of Business Rates, Colliers International 

It is well known that the burden of business rates has 
been steadily growing over the last 30 years to the point 
where Birmingham businesses now shoulder an annual 
burden close to £500 million.    

While this had become unsustainable in a buoyant 
trading environment; in a post Covd-19 world something 
has to change. In effect the Government, by announcing 
a 12 months holiday for the retail and hospitality sector,  
has acknowledged that business rates at £0.51p are 
unsustainable. This reality check should be rolled out 

permanently to all businesses in Birmingham, since the effective doubling of the 
tax burden over the last 30 years has been crippling.  

H M Treasury recently announced in July a ‘Business Rates Review’ and have 
called for evidence by 18th Sept 2020 and 31st Oct 2020. While this is no different 
from several reviews that have taken place in recent years, the backdrop to this 
review will mean the Government has no choice but to implement change. Covid-
19 has had a massive impact on shopping habits and on work patterns - retail and 
offices in the city centre are being affected and given the importance of the 
manufacturing sector in Birmingham; the logistics sector is not immune either. 

One way to meet these challenges head on is for the Government to implement 
the following changes now: 

• Reduce the multiplier to £0.30p with effect from April 2021 for all 
properties.  

• Reduce the Rateable Values of all premises affected by Covid-19 by 
December 2020.  

• Reduce the Rateable Values of all properties affected by tram works in the 
City Centre ASAP 

• Introduce an online / delivery levy to pay for the shortfall in any tax take. 

The City Council also has a responsibility to help businesses by putting pressure 
on HMRC that will send the right signals to encourage people to locate in the City, 
stay in the City and grow in the City.  In a post European Union world, the 
Government can no longer hide behind state aid rules – they have the control to 
carry out whatever measures are needed to fire up the engines of the Midlands 
economic machine. 

Birmingham is a great City with a mass of potential and a resilient business 
community. However, a little help from those in a position of power would not go 
amiss. Therefore, I and others have been canvassing for a sensible and proper 
business rates reform to alleviate the worst consequences of this punitive tax.  
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Now is the time for Birmingham businesses great and small to make their views 
known - the link attached gives access to the document.  

With the amount of development work underway in Birmingham, HS2 getting 
ever closer and the Commonwealth Games around the corner, now is not the time 
for business leaders to be quiet about something as destructive as a business 
rates burden. This needs to be reduced now.  
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Beyond COVID-19: Regional Growth Forecasting 
KPMG17 has forecast that the consequence of the pandemic will cause the West 
Midlands region to contract by 9.1% in 2020, comparing to wider UK contraction 
of 7.2%. However, while the KPMG Quarterly Economic Outlook forecast highlights 
that nationally, GVA will rise by 4.3% next year, it suggests that the West Midlands 
is likely to rebound with 11.3% growth in 2021. 

KPMG’s main assumption is that a vaccine will be available from July 2021, 
meaning all social-distancing measures that have damaged consumer confidence 
and output will have ended.  

If neither of these assumptions materialise then there will be a sustained and 
prolonged contraction, a further loss of confidence and subdued demand, 
meaning the region will face a robust and residual structural change to the 
region’s economy.   

Prolonged social distancing and reduced demand could provide key local 
businesses with further challenges, resulting in mass damage to the supply-chain 
and the labour market.  

Oxford Economics echoes the findings by KPMG that West Midlands GVA and 
employment is likely to fall by more than the UK average in 2020. However, it is 
likely that this will be followed by a slightly faster than average recovery in 2021.  

 

Figure 5: GVA, % Change, 2015-25, United Kingdom and West Midlands 

 

Source: ONS, Oxford Economics 

 

  

                                                           
17 KPMG, 2020, Chief Economist’s note: Levelling-up and COVID-19 

https://home.kpmg/uk/en/home/insights/2020/04/chief-economist-s-note-levelling-up-and-covid-19.html
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They forecast that regional employment in 2021 is likely to be lower than it was 
pre-virus, at 2.89m next year compared with 2.95m in 2019. The analysis takes in 
to consideration the relationship between differences in sectoral performance and 
regional variations in sectoral structures, given that they are often significant 
drivers of differences in regional economic performance.  

The region’s worse-than-average performance is attributable to the region’s 
economy being more manufacturing intensive than the UK average.  

Whereas, London and the South East is likely to be least hit, due to its 
proportionally larger service sector, the West Midlands may experience the 
largest GVA decline of any region, at over 9%.   
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Expert Comment 
Ben Brittain, Policy and Data Analyst, City-REDI, University of Birmingham 

 
Before the emergency health crisis and subsequent 
government imposed lockdown, Birmingham’s economy 
was growingly healthily.  
In 2018 Birmingham total GVA was £29bn, followed by 
the next highest, Solihull, at £9.8m, and Coventry at 
£9.5m. GVA across the Greater Birmingham and Solihull 
area has increased by 4.5%, compared to the UK (2.7%) 
and English (2.5%) change on last year. 

In 2018, GVA per hour was £32.7 in the WMCA (3 LEP) 
area, an increase of 3.8% (+£1.2) from 2017 which is 

above the UK average increase of 2.2% (+£0.7). Whilst GVA per head lags behind 
the English average, it was growing substantially and making up the dividing 
ground.  

Growth was the watchword for the city.  

The pandemic has set back that progress with a steep and sharp shock. KPMG has 
forecast that the consequence of the pandemic will cause the West Midlands 
region to contract by 9.1% in 2020, compared to wider UK contraction of 7.2%. 

The data we have available shows that when compared to June 2020, monthly 
national GDP had risen by 6.6% in July 2020. However, GDP was 11.7% below the 
levels seen in February 2020.  

The Monthly Business Survey (MBS) returns and other external data (including 
comments from 9,500 businesses) shows that after the easing of social distancing 
and lockdown measures businesses were reporting a continual increase in output 
due to an increase in demand.  

With the ease of lockdown measures, consumer and client demand has resumed, 
stimulating the economy and supporting the hospitality sector. Since lockdown 
measures were eased, the NatWest Markit Purchasing Managers Index (which 
surveys businesses across the region) has suggested that the economy is growing 
and regaining lost ground.  

The resumption of business activity has created some cause for optimism.  

The UK government’s lockdown restrictions caused significant economic harm. 
GDP fell substantially and output fell off a cliff. The fall was historic. But as 
Birmingham and the rest of the UK has emerged from the pandemic and 
lockdown measures eased, output has grown as has growth and business 
confidence. Regional PMI has registered at historical highs for two consecutive 
months now, indicating a strong rebound in quarter 3 for the region and the wider 
national economy.  
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The difficulty ahead will be in maintaining that momentum and that business 
confidence in to next year, so that the growth lost in the first and second quarter 
is quickly recaptured. 

This city’s economy, after a period of historic contraction, is indeed starting to 
recover the GDP lost in March and April. If there are no additional emergency 
measures introduced during the winter, then growth will again become the 
watchword for the city.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



26 
 

 


	Birmingham Economic Outlook Before and After the Covid-19 Pandemic
	Pre-COVID: West Midlands Local Industrial Strategy
	Pre-COVID: GVA
	Pre-COVID: GVA by Industry and Sector
	COVID-19: Birmingham city-region economic outlook


