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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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Building Resilience: Future Growth and Opportunities 
 
COVID-19 has had caused significant disruption to trade both locally and globally. 
As the end of 2020 approaches, UK businesses are also facing the challenge of 
how to prepare for the end of the Brexit transition period. 

Innovation activity in Birmingham pre-COVID was in decline, however the 
pandemic has brought to the fore the importance of innovation and the value of 
innovative clusters and innovation support mechanisms in Birmingham and the 
wider West Midlands.  

Local networks, Universities, Business Parks and the City Centre Enterprise Zone 
are supporting businesses in reaching the full potential of their innovations. 
Particularly innovative local sectors include digital, advanced manufacturing, 
energy, healthcare, and the creative industries. 

These local networks include the Greater Birmingham Chambers of Commerce, 
which exists to connect, support and grow, and share best practice among local 
businesses though events and campaigns. The GBCC also features an international 
hub, with international trade advisors, an export documentation team and 
language and translation services, and operates the GBS LEP Growth Hub that is 
on hand to offer advice and signpost businesses to available finance options.  

Many firms have been forced to adapt and innovate in order to get through the 
pandemic and government restrictions. 

 
  



Pre-Covid: An Exporting Region 

Table 1 UK Trade, 2014-2018 

 
    £ million 

  
Balance of trade in goods 

Balance of 
trade in 
services 

Total 
trade 
balance                 EU Non-EU    Total 

  

2014 -78,093 -45,029 -123,122 86,291 -36,831 

2015 -87,023 -31,603 -118,626 86,256 -32,370 

2016 -96,464 -39,031 -135,495 94,818 -40,677 

2017 -94,697 -40,885 -135,582 106,962 -28,620 

2018:   -     

2018 -93,452 -44,641 -138,093 107,124 
-
30,969 

Source: ONS, UK Trade 

The table above shows the total balance of UK trade stood at -£31 billion in 2018, 
largely due to trade in goods both within the EU and within non-EU nations.  

The falling pound has failed to filter through into significantly increased sales of 
goods abroad. The deficit in goods has continued to increase, further increasing 
the negative balance of trade. 

 

Table 2 UK Trade, June 2017 - June 2019 

 

    
£ million seasonally 

adjusted 

UK Balance of 
Payments 

 Trade in goods Trade in services 

 
Exports 

 
Imports 

 
Balance 

 
Exports 

 
Imports 

 
Balance 

2017 Jun 27 208 40 624 -13 416 23 117 13 895 9 222 



Jul 28 030 39 411 -11 381 23 184 13 889 9 295 

Aug 28 497 40 597 -12 100 23 321 13 861 9 460 

Sep 29 613 39 994 -10 381 23 584 13 842 9 742 

Oct 28 820 39 974 -11 154 23 838 13 846 9 992 

Nov 28 550 40 539 -11 989 23 887 13 875 10 012 

Dec 28 078 39 555 -11 477 23 630 13 934 9 696 

2018 Jan 29 318 40 208 -10 890 23 256 14 039 9 217 

Feb 28 094 37 598 -9 504 23 022 14 160 8 862 

Mar 28 554 40 269 -11 715 23 101 14 294 8 807 

Apr 27 700 39 812 -12 112 23 344 14 417 8 927 

May 28 743 40 418 -11 675 23 500 14 502 8 998 

Jun 29 928 40 389 -10 461 23 417 14 542 8 875 

Jul 29 701 40 870 -11 169 23 257 14 585 8 672 

Aug 29 587 42 512 -12 925 23 279 14 703 8 576 

Sep 30 078 40 801 -10 723 23 639 14 930 8 709 

Oct 30 276 42 251 -11 975 24 176 15 200 8 976 

Nov 29 925 42 183 -12 258 24 622 15 413 9 209 

Dec 28 747 41 433 -12 686 24 798 15 502 9 296 

2019 Jan 29 786 45 508 -15 722 24 478 15 466 9 012 

Feb 29 916 45 813 -15 897 24 322 15 451 8 871 

Mar 31 263 46 693 -15 430 24 406 15 507 8 899 

Apr 28 425 41 160 -12 735 23 717 15 031 8 686 

May 29 465 40 160 -10 695 23 574 14 881 8 693 

Jun 31 691 38 700 -7 009 23 718 14 930 8 788 

Source: ONS, UK Trade 

Most constituent members of the WMCA export more to non-EU countries, 
especially Solihull, which is weighted by the export of automotive vehicles from 
Jaguar Land Rover, (JLR). However, the total value of exports in 2018 has 
decreased from 2017. This has been driven by a slight reduction from Birmingham 
and Solihull to non-EU countries.  

 



Figure 1 Share of exports to EU / Non-EU countries and their values in £millions in 2017 

 

Source: HMRC UK Trade 

Figure 2 Regional statistical value of exports to EU and non-EU countries in £millions.  

 

Source: HMRC UK Trade 

 



COVID-19: Impact on International Trade 
COVID-19 has been a global pandemic and, as such, has caused significant 
disruption to global trade flows as nations have implemented “lockdown” 
measures to various degrees of severity and lifted them at various times. 
 
HMRC Regional Trade in Goods Statistics for Q1 2020 show a fall in the value of 
UK exports of 2.2% and a fall in the value of UK imports of 6.1% compared to the 
same period in 2019. The West Midlands Region saw a 12% fall in the value of 
regional exports for Q1 2020 compared to Q1 2019 and a 21% fall in the value of 
imports during this period.  
 
The Q1 period covers January to March 2020, coinciding with rising COVID-19 
measures in nations such as China and Italy and, for the latter part of the period, 
the UK. At the time of writing (September 2020) HMRC Regional Trade in Goods 
Statistics are not yet available for Q2 and Q3 2020.  
 
Export documentation data is a valuable proxy for gaining a timely picture of 
changes in the overall volume of exports within a defined period of time and 
within a local area.  
 
The Greater Birmingham Chambers of Commerce International Business Hub 
delivers approximately 6% of all export documentation across the UK. The 
documentation issued includes; certificates of origin, ATA carnets, EUR1 and ATR 
documents. Export documentation is required for various customs processes such 
as evidencing country of origin of goods, demonstrating that goods are being 
exported temporarily (e.g. for trade shows) or accessing preferential duty rates 
where trade deals are in place.  
 
Export documentation is only required for exports outside of the EU at present. 
As a result, it is unable to give a complete picture of changes in all export 
markets. However, it is a useful high level indicator of overall volumes of exports 
and how they compare to previous years. 
 
 
  



Figure 3: Total volume of export documentation issued by the GBCC Export Documentation 
team, April-August 2019 vs 2020 

  
Source: GBCC 

 
After trending above 2019 levels in Q1 2020, the volume of GBCC export 
documentation issued declined to 69% of 2019 levels in April 2020 and 52% in 
May 2020. It has since risen significantly in the period June to August to 81%, 83% 
and 74% of 2019 volumes respectively. This provides an indication (subject to 
further research) that export volumes from Greater Birmingham based businesses 
fell most significantly in April and May this year, coinciding with the most 
stringent UK Government “lockdown” measures. While there has been a degree of 
recovery through June, July and August volumes have not yet returned to pre-
COVID-19 levels.  
 
It should be noted that each year the GBCC sees a slight decline in export 
documentation issued in August compared to the proceeding months. This is due 
to “summer shutdowns” (temporary closing or significant reductions in 
production) that take place in many manufacturing firms, particularly in the 
automotive sector.  

Beyond COVID-19: Brexit  
Amid the significant challenges of a lockdown recession, businesses are now 
faced with additional challenges in preparing for Brexit, including uncertainty on 
future arrangements and reduced capacity to prepare. 

On 31st January 2020, the UK left the EU and entered a transition period, 
scheduled to end at 11pm on 31st December 2020. The UK Government have 
confirmed that a new border operating model regarding trade with the EU, UK 
Global Tariff and points based immigration system will be implemented regardless 
of whether a deal is or is not agreed. At the time of writing, the UK Single Market 
Bill and its implications for key sections of the Withdrawal Agreement (namely the 
protocol on Northern Ireland and state aid) is a source of dispute between the EU 
and the UK. 
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The September update of the British Chambers of Commerce Brexit guidance 
dashboard indicated that of the 35 key questions that businesses have about 
Brexit, only nine could be fully answered, for 19 only partial information was 
available and for seven there was inadequate actionable information. 

33% of businesses completing the GBCC QBR Q3 reported that COVID-19 had 
negatively impacted their capacity to prepare for Brexit (43%: manufacturers, 31%: 
services sector businesses). 

Professor Raquel Ortega-Argilés at WMREDI has researched what the exposure of 
the West Midlands is to European supply chains and the potential impact of a no-
deal Brexit on the region’s economy1. The modelling conducted by Prof Ortega-
Argilés takes the cessation of trade between the UK and the EU as barometer of 
potential risks to regional sectors.   

According to the model, 12.2% of West Midlands GDP is at risk because of 
negative trade-related consequences; in the wider region, the exposure of 
Shropshire and Staffordshire is 13.9% of local GDP and the exposure of 
Herefordshire, Worcestershire and Warwickshire is 14.3%.. 

Moreover, in Professor Ortega-Argilés analysis of which sectors are most exposed 
to a no-deal Brexit, 32.3% of the GDP of the manufacturing sector is at risk owing 
to its dependence on frictionless trade and just-in-time supply chains. Disruptions 
to logistics and distribution networks will have a huge impact on manufacturing, 
but other sectors also demonstrate a high degree of exposure. For example, 
25.5% of GDP in the primary industries (extraction such as mining, agriculture and 
forestry) and 12.2% of GDP in the services sector would also be at risk in the event 
of the UK leaving without a deal on 31 October 2019. 

The map below demonstrates the percentage of regional GDP that is at risk from 
the cessation of trade across the whole of the European Union. Planning for the 
termination of negotiations and a WTO Brexit and thus adapting to changes to 
the UK’s international trading relationships whilst adapting to the risks related to 
Covid poses a unique challenge to businesses.  

  

                                                           
1 University of Birmingham City-REDI, Raquel Ortega-Argiles, 2018, The Exposure of The West Midlands Region 
to Brexit  

https://blog.bham.ac.uk/cityredi/the-exposure-of-the-west-midlands-region-to-brexit/
https://blog.bham.ac.uk/cityredi/the-exposure-of-the-west-midlands-region-to-brexit/


Figure 4: Regional shares of local GDP exposed to Brexit 

 

 

Source: https://blog.bham.ac.uk/cityredi/the-implications-of-brexit-for-the-uks-regions/ Raquel Ortega-Argilés, 
2018 

 

 

 

 

https://blog.bham.ac.uk/cityredi/the-implications-of-brexit-for-the-uks-regions/


Expert Comment 
Professor Raquel Ortega-Argilés, Chair, Regional Economic Development, 
City-REDI, University of Birmingham 

 
In the current economic uncertainty, understanding the 
drivers and pillars of economic resilience of places and 
how they might be strengthened is crucial. City 
economic resilience is determined by a combination of 
good amenities, private and public investments in the 
form of local assets and infrastructures and good 
governance and policy measures that can form the base 
of a good place-based and place-sensitive economic 
resilience strategy. 

 
As the BER 2020 shows, Birmingham as the core city of West Midlands region has 
a good combination of local key assets that contribute to its identity as a vibrant 
industrial area outside London, and recently it has been the recipient of 
substantial investments such as the start of HS2. The West Midlands region is 
characterised by a broad mix of industries with a strong presence in high-tech 
manufacturing as well as services, with Business and Professional Services 
complemented by a network of knowledge clusters and industrial parks and 
universities. Birmingham and the West Midlands benefit from being located 
geographically both right at the centre of the country and also close to London, 
offering them high levels of connectivity. This is crucial for attracting talent and 
investments in public infrastructures (such as HS2 and the airport), private 
investments (e.g. HSBC) and for developing activities around the areas of logistics 
and commercialisation. The region is also recognised as being one of the 
youngest and more diverse areas of the UK. In terms of governance, Birmingham 
City Council and the Greater Birmingham and Solihull LEP are also backed up by 
the West Midlands Combined Authority. However, even with this promising 
combination, this edition of the BER shows that according to the most recent data 
on economic performance measured as the contribution to the economy of each 
producer, industry or sector in the economy (GVA per head), Birmingham 
(£25,477) significantly underperforms the UK national average (£28,729) and 
English average (£29,356). Moreover, Birmingham and its conurbation is also 
characterised by high internal inequalities in income and skills.  
 
During the last few months, Covid-19 has hit the region harder when compared to 
most other regions in the UK, for a few main reasons. The first one, in health 
terms, is that the West Midlands has been one of the most hit UK regions. In 
economic terms, the West Midlands characterised by a high proportion of high-
tech manufacturing which has suffered by the disruption of value-chains having to 
stop production and having to diversify in other activities and products - such as 
into medical devices to support health services needed to deal with the pandemic. 
Other sectors, such as the transport industry, have suffered by Covid-19 mobility 



restrictions imposed in the country and the move towards teleworking. New 
Street train station and the Birmingham International airport notably reduced the 
scale of their operations for some months. The negative economic consequences 
of Covid-19 in the transport industry have also felt in other sectors, such as 
hospitality and retail. In the last months, Birmingham has seen the closure of firms 
such as John Lewis in the city centre. Some policy schemes such as the furlough 
or the job retention schemes may have helped some of the regional firms in the 
short-term, however additional policy measures to ensure long-term firm 
continuity are essential to ensure long-term levels of firm productivity in the city. 
 
Given its industrial structure, COVID-19 is heavily impacting on the West Midlands 
economy, with car sales plunging to their lowest level since 1946 and new UK car 
registrations decreasing by 40%. New evidence about the effects of COVID-19 
clearly shows that the UK’s most deprived areas are going to suffer more from the 
effects of the pandemic than the most prosperous ones (KPMG, ONS). KPMG has 
said that an analysis of the likely impact this year on the UK’s regions showed that 
the closure of car plants and the mothballing of hundreds of factories connected 
to the automotive sector meant the West Midlands region’s economy would 
shrink by 10.1% while London with a more diversified industrial structure will 
contract only by 7.3% this year. The Covid-19 evidence adds to our Brexit 
evidence underlining the importance of maintaining global value chain operations 
for the West Midlands economy and the combination of Brexit and a potential 
second wave of Covid-19 will be extremely damaging for the region. 
 
The continuity of business and industry is key and calls for a prudent response to 
the supply- and demand-side effects as soon as the restrictions related to COVID-
19 have been lifted (UNIDO, 2020). To help industry, governments will have to 
promote initiatives that help secure production from supply chain disruptions, 
including reorientation towards sourcing from shorter distances and increasing 
the emphasis on domestic supply chain development. On a positive note, the 
West Midlands had to adapt to the Covid-19-related adverse business 
circumstances by repurposing their production lines to switch production to the 
most-needed goods in the UK. Other firms have reorganised and updated their 
businesses to make use of telecommuting and e-commerce. Some firms have 
started rethinking their business models, with supply shortages from overseas 
leading to an increase in procurement of inputs from local or regional businesses. 
Innovative and productive economies tend to be more resilient. There is a clear 
need for a transformation of our local industries to enhance productivity and 
improve regional resilience by increasing diversification in a new ‘normal’ post-
COVID and post-Brexit world. However, diversification, skill and technological 
upgrading can be costly – because they also require new skills and technical 
infrastructures - so further longer term government support is needed to allow 
industries to adapt to the new conditions with more flexible or hybrid business 
models that ensure resilience in the medium and long term. 
There is also a clear need to prepare our labour force to adapt to the new 
circumstances. Over the longer-term, this will require us to improve the capacity 

https://www.bbc.co.uk/news/business-52508010
https://www.bbc.co.uk/news/business-52176669
https://www.bbc.co.uk/news/business-52176669
https://www.theguardian.com/business/2020/apr/22/west-midlands-economy-hardest-hit-from-covid-19-as-auto-sector-stalls
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/deaths/bulletins/deathsinvolvingcovid19bylocalareasanddeprivation/deathsoccurringbetween1marchand17april
https://iap.unido.org/articles/managing-covid-19-how-industrial-policy-can-mitigate-impact-pandemic


for transformation using new education, training and business approaches. Clear 
policy support that can link business needs and education pathways are crucial to 
assist the recovery process and increase the adaptability of the industrial and 
knowledge structure to the new reality.    
To end with an optimistic note, these resilience issues may also be linked to how 
Birmingham will be able to benefit from events such as the Coventry 2021 UK City 
of Culture or the 2022 Commonwealth Games and investments such as the arrival 
of HS2. Good governance processes of these opportunities, with open and 
collaborative approaches with different levels of government, will determine the 
level of success of these investment opportunities.  
 
  



Industry Insight 
Clare Francis, Partner, Pinsent Masons LLP 

The end of 2020 marks the close of a tumultuous year 
as a result of Covid-19, as well as the end of the UK's 
transition period after Brexit. The impact of Brexit has 
been a hot topic for the last 4 years and has a 
significant impact on the business environment in the 
West Midlands.  But, as we reach the end of the 
transition period what should businesses in 
Birmingham expect? 

With the UK and EU both having ruled out any 
extension to the Brexit transition period, business 
strives certainty as to what will happen at the end of 

2020 - will we see a form of free trade agreement to govern our relationship with 
the EU or will the trading environment be significantly different?   

Impact on the business environment in Birmingham 

For businesses, grappling with the challenges of an unprecedented global 
recession, clarity over the post-Brexit landscape is needed now more than ever.  
We know that both sides consider October as the latest point that a deal could be 
done to allow implementation and ratification before the end of the year. As 
negotiating positions and no deal preparations have developed in parallel it has 
been striking to see the deal and no deal scenarios converge, eroding a number of 
the stark contrasts between the two positions that we have become accustomed 
to over the last three years. 

For businesses in Birmingham this gives more certainty on some of the bigger 
issues such as trade and jobs and skills than we have had previously.  With the 
manufacturing industries being at the heart of the economy in the region its vital 
businesses plan and prepare to address these impacts and make the most of any 
associated opportunities.   

Trade 

The automotive and manufacturing industry is a flagship trade in Birmingham, 
however only 40% of automotive components are sourced locally, meaning that 
businesses are reliant on non-UK suppliers.  Therefore, border disruptions and 
increased costs would have a material impact on our region. 

A significant area of commonality that is emerging though (even if a deal is done) 
is the introduction of customs paperwork and inspections at the UK-EU border, 
and a regime that will involve tariffs on at least some goods crossing the border. 
The UK government has announced that it will defer the introduction of full 
checks at the border for the first six months of a no deal exit, and we can expect a 
similar approach to new checks if a deal is agreed. However, although this may 
help to mitigate the disruption to traffic flow, it will not remove the new burden of 
customs paperwork that businesses will need to complete and submit. 



This potential disruption and compliance cost could be significant in our region 
given the automotive and manufacturing companies that rely on cross-border 
trade and in particular those that implement just-in-time manufacturing processes.  
The exposure to tariffs, the potential need for additional warehousing to combat 
delays, and border friction will therefore be some key risks for many businesses 
that have a reliance on EU-suppliers.  

Jobs and skills 

Certainty is also emerging around the impact on labour and skills.  This issue will 
affect a range of businesses across Birmingham – whether it is access to low 
skilled or high skilled workers.  

As freedom of movement across the UK ends, the Immigration Bill 2020 
introduces the UK's new points-based system.  This makes access to talent from 
outside the UK more complex and costly with visa requirements and sponsoring 
licences in play.  The impact of this is far reaching in an economy as diverse as the 
West Midlands – affecting sectors such as tourism and hospitality, logistics, 
manufacturing, health and social care and business services. 

As well as the new system preventing many current migrant workers from 
continuing to work in Birmingham, it may also have the effect of deterring any 
future EU talent from living and working in the city.  For business this means 
reconsidering how current tasks will be staffed.  Automation and digitisation is 
likely to play a role here and, indeed, are research shows graduate talent expects 
employers to be at the cutting edge.  However, as the war for talent continues the 
pressure is increasing on businesses to be an attractive employer.   

The end of the transition period will undoubtedly bring extra challenges to the 
local business environment, particularly given the already difficult economic 
conditions following the pandemic.  But 2021 and beyond for the Birmingham 
business community has a wealth of opportunities with significant infrastructure 
investment and major events planned in the City.  Therefore, given the emerging 
certainty the key takeaway for businesses in Birmingham is to prepare and plan 
for the end of transition so that they can thrive into 2021 and beyond. 

 

 
 
 
 
 
 
 
 

 

 



COVID-19: The Impact on Regional Innovation 
COVID-19 has brought to the fore the importance of innovation and the value of 
innovative clusters and innovation support mechanisms in Birmingham and the 
wider West Midlands. Many firms have been forced to adapt and innovate in order 
to get through the pandemic and government restrictions. 

Innovation can be defined as the ‘commercialisation of new ideas’. The UK has 
historically been very good at creating new ideas, but not great at 
commercialisation. We are still something of a nation of inventors rather than 
innovators. This is important. Firms that are more innovative are also more 
competitive and adaptable in the face of external threats and opportunities. They 
tend to export more (a result of their competitiveness and a factor behind their 
resilience) and they employ higher-skilled, more productive and higher-paid 
employees and therefore produce larger positive multiplier effects for their host 
regions. So, more innovation benefits not just firms but employees and the 
regions that attract them and support their development.   

Given the nature of the pandemic, many manufacturers have shifted operations to 
produce Personal Protective Equipment (PPE) for frontline workers, while 
Birmingham’s NEC was temporarily transformed into The Birmingham Nightingale 
Hospital. 
 
Pre-COVID: How Innovative are the Firms in our Region? 
Ideas, people, infrastructure and the business environment combine to create the 
innovative potential of places. Firms rely on their regional innovation systems, 
including a good skills base, science and technology infrastructure and strong 
university-based R&D, in order to innovate. 

Prior to the COVID-19 pandemic, according to the national UK Innovation Survey 
(2019), innovation activity in the West Midlands had decreased, following a 
national trend. The West Midlands comes fourth out of 9 English regions and 
ahead of all three of the devolved nations, with expanding the range of products 
and services a more frequent motivator of innovation in the West Midlands than 
other regions. We also have a healthy regional share of jobs in ‘science and 
technology’ sectors, compared to other UK regions. This amounts to around 
360,000 employees in total, or about 1/5 of all jobs. A number of outstanding 
science, technology and engineering clusters are part of the reason for this, 
including: 

• Edgbaston for life sciences 
• Gaydon, Warwickshire for automotive technologies and home to JLR and 

Aston Martin; the region accounts for almost 10% of UK manufacturing and 
a significant proportion of automotive exports  

• South Coventry for advanced materials and automotive engineering  
• Warwick and Leamington Spa for computer games software 



Universities are central to many of these technology clusters, including: the 
University of Birmingham’s Institute of Translational Medicine and the High 
Temperature Research Centre, with Rolls Royce as partners, at the Manufacturing 
Technology Centre in Ansty; the University of Warwick’s Advanced Propulsion 
Centre Hub and Warwick Manufacturing Group (HVM Catapult); the Institute for 
Advanced Manufacturing and Engineering (IAME), a collaboration between 
Coventry University and Unipart Manufacturing Group and the National Transport 
Design Centre (NTDC), based at Coventry University.  
 
A new development partnership has also been signed to build a £210 million life 
sciences campus in Birmingham. University of Birmingham has teamed up with 
Bruntwood SciTech – which acquired Innovation Birmingham from Birmingham 
City Council in 2018 - to lead the development of Birmingham Health Innovation 
Campus near the former's main hub in Edgbaston. The project, which was 
previously known as Birmingham Life Sciences Park, is set to contain up to 
657,000 sq ft of lab, office and incubation space which will provide co-location 
opportunities for all stages of health and life science businesses. The campus is 
expected to attract significant investment and accelerate the development and 
deployment of new drugs, diagnostics and healthcare technologies to patients. 
 
Universities produce both new ideas and specialist expertise in the form of 
graduates and we have seen a growing number of these staying in the region to 
work after graduating2.  
 
Pre-COVID: Research and Development in Birmingham  
Birmingham boasts a proud history of innovation, from being the ‘workshop of the 
world’ to being the driver of the industrial revolution, which changed the world. 
The city has not negated its role as a leader in research and innovation, with 
emerging fields in Connected and Autonomous Vehicles, 5G, Artificial Intelligence 
and Life Sciences.   

Table 3 shows a variation of R&D spending with percentage share of England 
total. While the region attracts 12% of business R&D expenditure (as a proportion 
of English gross domestic expenditure on R&D) it only receives 3% of Government 
and UKRI R&D spend. Ensuring proportional spend by the Government and UKRI 
in the region would have a significant impact on regional innovation and 
productivity.  
 
  

                                                           
2 Greater Birmingham Chambers of Commerce ‘Invest to Grow’ blog: Simon Collinson, 2018, The Birmingham 
City-Region Needs Investment to Drive Innovation 

https://www.greaterbirminghamchambers.com/latest-news/blogs/2018/9/invest-to-grow-birmingham-city-region-needs-investment-to-drive-innovation/
https://www.greaterbirminghamchambers.com/latest-news/blogs/2018/9/invest-to-grow-birmingham-city-region-needs-investment-to-drive-innovation/


Table 3 Various R&D spending measures and WM % share of English total  

 

West 
Midlands England UK 

WM share 
as % of 
England 

total 

Gross Domestic Expenditure 
on R&D £3.3 Billion £32.9 Billion £37.1 Billion 10% 

R&D expenditure in 
University Institutions £455 Million £7.1 Billion £8.74 Billion 6% 

Gross Domestic Expenditure 
on R&D in Government and 

UKRI £74 Million £2.25 Billion £2.46 Billion 3% 

Gross Domestic Expenditure 
on Business R&D £2.74 Billion 

£22.74 
Billion 

£25.05 
Billion 12% 

Source: ONS 

 

  



Industry Insight 
Amy Burton, Associate Director, RSM UK Tax & Accounting Limited 

 
It’s very clear that Covid-19 is having a huge impact on 
businesses with closures and redundancies being 
announced on almost a daily basis. The Government’s 
Covid-19 assistance measures such as the job retention 
scheme and business interruption loans are well 
documented. Below, we examine some other measures 
that businesses may want to consider when adapting 
to Covid-19.  

 

1. Managing tax payments 

In recent months, HMRC has shown sympathy towards businesses suffering 
cashflow difficulties and financial distress and has been agreeing Time To Pay 
(TTP) arrangements to defer tax payments or spread them over a specified 
payment period. If a business has missed a tax payment or might miss their next 
payment, it is recommended to speak to a tax advisor or HMRC as soon as 
possible.  

Many businesses will have already made payments of corporate tax on account of 
their final tax liabilities being calculated. If those businesses are now expecting a 
reduced level of profitability or even no taxable profits, then an application can be 
made now for the repayment of those instalments.  

2. Unlocking cash through innovation 

R&D tax credits can provide SME businesses with a 44p (gross value) cash tax 
saving for every £1 spent on R&D. Whilst R&D claims have been increasing and 
awareness of the relief is more widespread than ever, the West Midlands still only 
accounts for 5 per cent of national R&D claims made, suggesting that there are 
still businesses not claiming this relief or not maximising their claims.  

In order to claim R&D tax credits a business must show that there has been an 
advance in science or technology via the resolution of technological or scientific 
uncertainty. Whilst these terms can sound daunting, a good advisor who 
specialises in R&D tax credits can break them down into simple questions, such as: 

- Are you investing resource in developing or enhancing a product, service or 
process? 

- Have you spent time enhancing a process, or making it more efficient? 
- Did the project involve setbacks, or temporary technical failures? 
- Did the project require you to develop novel solutions that were not readily 

available prior to your work beginning? 



Whilst the tangible outputs from R&D such as a new product or process are 
claimed widely, the more intangible outputs are often overlooked. In the wake of 
Covid-19 as businesses look to make their manufacturing processes as efficient as 
possible, there may the opportunity to claim R&D tax credits and boost cashflows 
further.  For example, projects to cut waste, cut costs, improve run times or 
reduce down-time could all potentially qualify for the relief. 

I recently worked with a large manufacturing business that invested in improving 
their manufacturing process to reduce significant periods of down-time due to 
errors. As well increasing their output and profit margins, they achieved a cash 
boost by claiming R&D tax credits.    

3. Corporate simplification 

As businesses look to reduce both internal and external costs, now might be the 
right time to consider a corporate simplification exercise. 

Often, group structures can grow over time, particularly where growth is achieved 
through acquisition. Complex group structures with numerous legal entities per 
country can result in additional compliance costs and take up valuable 
management time.  

Dormant entities incur ongoing maintenance costs to the business; it is estimated 
to cost between £1,500 and £8,000 per entity per year to keep a dormant 
company, even within a simple group structure. These costs particularly affect 
large and listed businesses, with their greater corporate governance burden. 

By undertaking a corporate simplification exercise, surplus legal entities can be 
eliminated in a cost-effective and tax-efficient manner.  

The benefits of undertaking a group simplification and legal entity reduction can 
include: 

- Reduction in external advisor costs (such as audit and tax compliance); 
- Internal time and cost savings, allowing management to focus their time on 

more important issues; 
- The opportunity to optimise tax planning; 
- Better corporate governance and risk mitigation; 
- Post-merger integration; and 
- The opportunity to release capital.  

Whilst Covid-19 will impose some changes on businesses such as redundancies, 
this time is also an opportunity to adapt and find new ways of operating to reduce 
costs and seek efficiency. Businesses should make the most of the tax regimes 
and other support available to them in doing this.  

  



Opportunities: Technology and Artificial Intelligence 
The emergence of advanced technologies and artificial intelligence is creating 
opportunities in the city for employment, growth and investment. According to 
Tech City UK, a publically and privately funded body to accelerate the growth of 
digital businesses across the UK, in 2019 Birmingham had a total of 17,581 jobs in 
digital tech and digital tech businesses in the region had a turnover of £2.2 
billion3. The industry in the city is also notable for its diversity, with 26% of digital 
tech workers in Birmingham being Black, Asian or minority ethnic compared to a 
15% UK average.  

The planned HS2 rail link (discussed later in this document), a more connected 
and metro system across the region and city center, and the recent arrival of big 
banks (e.g. HSBC) and professional services firms have supported this growing 
digital technology ecosystem. Funding support for local businesses is provided 
through Finance Birmingham, which offers flexible funding packages between 
£250,000 and £2 million for digital start-ups. Local networks, including Innovation 
Birmingham and Silicon Canal, are also influential in the sector’s strength. 
Innovation Birmingham, part of Birmingham Science Park Aston, supports start-
ups and growing digital and technology companies in the City. Silicon Canal is a 
not-for-profit organisation with the aim of creating an excellent technology 
ecosystem in Birmingham. 

In June 2019 Birmingham hosted ‘The City Data Conference: Fixing the 
foundations to drive radical thinking4, delivered by Nesta's Government 
Innovation team, in partnership with the West Midlands Combined Authority and 
the University of Birmingham 

The event was dedicated to bringing solutions to life for some of the biggest data 
challenges facing local government and public sector. The belief for the 
organisers is that the power of data analytics is measured on the insights it 
produces, which in turn are better formed through cross-sectoral and multi-
organisational approaches. 

 
Opportunities: 5G and Autonomous Vehicles 
The West Midlands has been chosen as the UK’s first multi-city testbed for new 
5G technology ahead of a nation-wide rollout5. The pilot, in Birmingham, Coventry 
and Wolverhampton has received £75 million of investment from the Department 
for Digital, Culture, Media and Sport as well as local authorities. This is a fantastic 
opportunity for the region with the potential to boost productivity and grow the 
local economy. 

The trials in the region are focusing on how 5G can be used in the health, 
construction and automotive sectors in order to drive economic growth and 
                                                           
3 Tech City UK, 2018, Birmingham   
4 University of Birmingham, 2019, City Data Conference: Fixing the Foundations to Drive Radical Thinking 
5 University of Birmingham City-REDI, Abigail Taylor, 2019, Could 5G Technology Power Economic Growth in the 
West Midlands? 

https://technation.io/insights/report-2018/birmingham/
https://technation.io/insights/report-2018/birmingham/
https://www.birmingham.ac.uk/research/city-redi/events/2019/04/city-data-conference-fixing-the-foundations-to-drive-radical-thinking.aspx
https://blog.bham.ac.uk/cityredi/could-5g-technology-power-economic-growth-in-the-west-midlands/
https://blog.bham.ac.uk/cityredi/could-5g-technology-power-economic-growth-in-the-west-midlands/


benefit the population through new digital technologies and public services. One 
significant application of this seamless connectivity will be in the testing of 
autonomous, driverless vehicles. To this end, the West Midlands Combined 
Authority has collaborated with Jaguar Land Rover to deliver a “smart city 
mobility centre” combining autonomous and electric vehicle research, supported 
by £1 billion of private-sector R&D funding to Warwick University’s Warwick 
Manufacturing Group. This is the largest private investment ever into UK 
automotive R&D. 
 
Innovation Infrastructure: Universities 
Universities are critical sites for innovations; they educate prospective workers 
and produce technological and scientific results that can be turned into patents 
and products. The city’s three largest universities (University of Birmingham, 
Aston University and Birmingham City University) are actively engaged in 
research and knowledge transfer at a regional, national and international scale.  

These three universities have a range of internationally recognised strengths in 
the fields of: 

- Advanced Material characterisation and use - including nanotechnology 
and composites  

- Energy - including Hydrogen and fuel cells, bioenergy  
- Low Carbon Technologies - including low carbon vehicles  
- Innovative Healthcare - ranging from medical devices to clinical trials  
- Digital Technologies - including the use of social media and 3-D imaging 

 

The University of Birmingham is part of the Russell Group of leading UK 
universities and is ranked among the top 100 universities globally. The UK 
University League Table 2019 placed the University of Birmingham 15 out of 131 
Universities for overall ranking, including factors such as research quality and 
intensity, entry standards and student satisfaction. 

The City’s three largest universities also offer specialised innovation services and 
collaborations with industry in the City. For instance, the University of Birmingham 
is home to Alta Innovations. Alta Innovations works with academics and industry 
to bridge the gap between research and commercial application. They work with 
academics to protect their inventions and make sure that world-class 
technologies and innovations developed at the University of Birmingham can have 
the widest possible benefit. 

Similarly, Birmingham City University offers Innovate for Advantage, which aims 
to support businesses to improve their performance by helping them to develop 
new products and services and to streamline processes. It taps into a range of 
expertise such as design, engineering, digital technology, e-business, social 
enterprise, business process improvement, marketing, web design and green 
technologies. 



Aston University has received a Business School’s Business Charter Gold Award 
and has a number of initiatives in place, such as the Aston Centre for Growth. 

University College Birmingham, another key institution in the city, offers further 
specialisms in the areas of hospitality and the culinary arts, hairdressing and 
beauty, tourism, business enterprise, marketing, business management, 
accounting, finance, events management, sports management, sports medicine, 
sports therapy and Early Years education. 
 
Innovation Infrastructure: Business Parks 
Birmingham has a number of high tech business parks that are helping to foster 
innovative practices and high tech industry. These business parks provide crucial 
opportunities for businesses and key stakeholders to network, broadening their 
potential resource base and maximising their opportunities. This is particularly 
valuable for smaller, younger and thus more vulnerable firms.  

Birmingham’s business parks and related initiatives include:  

• Innovation Birmingham Campus at Birmingham Science Park Aston - an 
increasingly high-tech and young-entrepreneur focused Science Park in the 
centre of Birmingham.  

• Birmingham Research Park at the University of Birmingham - a number of 
spinouts from the City’s universities have started on these sites, with many still 
located there. 

• Longbridge Technology Park and Innovation Centre - situated on the former 
MG Rover site, this is a key link in the Central Technology Belt (CTB), the high 
technology corridor running along the A38 from the centre of Birmingham 
southwest to QinetiQ in Malvern, Worcestershire. Other developments along 
the CTB include the Queen Elizabeth hospital, which is a leading centre for 
healthcare R&D with a key role to play in the development of the City’s life 
sciences sector. 

• The Chancellor of the Exchequer awarded Birmingham Science City - 
Birmingham in 2005, in recognition of the City’s strong science-based assets. 
The Birmingham Science City partnership provides a means to collaborate 
amongst the research community, private and public sectors, leading to the 
commercialisation of research strengths.  

• Institute of Translational Medicine - Birmingham Health Partners led the 
development of a new Institute of Translational Medicine (ITM), a new world-
class clinical research facility in Birmingham, opened in 2015. The centre will 
help progress the very latest scientific research findings from the University of 
Birmingham into enhanced treatments for patients across a range of major 
health issues including cancer and liver disease. The Institute will build on 
Birmingham’s excellent track record in clinical trials by increasing capacity and 
enabling more patients to be co-located alongside clinicians and researchers. It 
will also make it easier for both SME and large pharma and biotechnology 
firms to work more closely with clinicians and academics, bringing additional 
investment into the City. 



• Birmingham’s Smart City Commission - the Commission has representatives 
from academia, business, health, transport, education, utilities and local 
government. It was established in 2012 to drive the long-term vision and 
strategic leadership that will lay the foundations for Birmingham’s future. It 
shapes technological solutions and partnerships to deliver a joined-up 
approach to deal with the immediate and future challenges the City faces 
around:  

o Sustainable economic growth  
o Connectivity and infrastructure  
o Climate change and the green agenda  
o Digital inclusion and skills 

 

Innovation Infrastructure: Birmingham City Centre Enterprise Zone  
Birmingham City Centre Enterprise Zone is comprised of 39 sites across the City, 
in seven clusters at Westside, Snow Hill District, Eastside, Southern Gateway, 
Digbeth Creative Quarter, Birmingham Science Park Aston and the Jewellery 
Quarter. The Enterprise Zone is one of the major projects for the GBSLEP, with 
the potential to create 40,000 new jobs, add £2 billion a year to the economy and 
make available 1.3 million square metres of floor space over the lifetime of the 
project. The Enterprise Zone (EZ) is focused on the following economic sectors: 
Business and Financial Services, ICT, Creative Industries and Digital Media. 

A simplified planning regime has been introduced across the whole of the EZ in 
addition to Local Development Orders (LDO) being used in Digbeth and 
Birmingham Science Park Aston, which remove the need to apply for planning 
permission for a wide range of changes of use, making it easier for growing small 
businesses to be mobile. The EZ provides superfast broadband focused on the 
clusters of IT, creative and digital businesses in Digbeth, Eastside, the Jewellery 
Quarter, Southern Gateway and St George and St Chad Quarter. 

Over its 25-year lifetime, the retained uplift in business rates will enable 
investment in a range of infrastructure, business support, employment and skills 
and access to finance projects to support its priorities. 
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