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Foreword: Paul Faulkner 

CEO, Greater Birmingham Chambers of Commerce 

This edition of the Greater Birmingham Quarterly Economic Survey (QES) 

reveals changing fortunes for the manufacturing and service sector, yet overall 

improving business confidence in the second quarter of 2015.  Key headlines 

include: 

 Manufacturing firms reported improvements in both domestic sales and 

exports; 

 In contrast, service sector firms experienced decreases in both domestic 

sales and exports; 

 A greater percentage of firms believe turnover will increase in the next 12 

months but profitability will fall; 

 There was a significant increase in firms experiencing recruitment 

difficulties, 70% in Q2 compared to 59% in Q1. 

Though service sector sentiment is lower than manufacturing sentiment this 

quarter, overall sentiment is higher and market conditions appear to be 

strengthening.  UK GDP in Q1 2015 has recently been revised upwards from 

0.3% to 0.4% and employment levels are near their highest levels for a decade. 

The results of the recent General Election, though perhaps unexpected, have 

supported certainty in the business environment, which naturally is always key.  

The summer budget, to be announced in the coming week, will be an important 

time for businesses once more.  As a chamber one of our key asks is to boost 

investment to the infrastructure in the region. We are part of the „Midlands 

Engine‟, and with the strongest economy in the country outside of the South East, 

we need to ensure we have the infrastructure to support it. 

2015 continues to generate much opportunity for the Birmingham area.  

Processes towards creating a Combined Authority have made clear progress in 

the past few months, we expect to see that continuing at pace in the coming 

period with real, definitive and hopefully positive outcomes.  The new government 

has also expressed its commitment to HS2, with Royal Ascent expected next 

year.  There is additionally an excited buzz around the opening of Grand Central, 

which is nearing completion and is set to open in September - many of the shops, 

restaurants and cafes will be new to the city. 

Looking ahead, it is crucial that these projects continue to make headway, and at 

the same time businesses take advantage of the opportunities they provide, if 

Birmingham is to strengthen its economic growth. 
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Analysis: John Mortimer 

CEO, Angela Mortimer Group 

There has been some bucking on the trend graph, with manufacturing falling back a 

little. Nothing unexpected here with so much happening in the world, and nothing 

unusual. All recoveries have their moments of jitters, corrections, and revelations. 

Particularly note West Midlands manufacturing bucking the trend. 

I use the word „recovery‟, while the indicators suggest we have regained all the lost 

ground, and are therefore once again progressing. However, unlike my previous 

experience of recoveries, the labour market has not responded as normal this time, 

neither in the recession, nor in the recovery. 

This has stung me into thinking about what we may have to take on board as incidental 

with recovery, and what we may have to recognise as permanent change. So, although 

in a somewhat anecdotal way, I posit the following; 

First, it is harder to recruit (the people you want) in recessions. They do not venture into 

the market when their CVs are threatened. Secondly, in any case, recruitment is not 

about selecting; it is about selling. Knowing about your company, and what/who will suit 

it, is less than fifty % of what is needed.  Salesmen get trained. Recruiters are not well 

trained enough. Amateurs (managers?) are amateurs. 

The concept of skills shortages is of dubious reality, and undoubtedly of dubious value. 

Lack of investment in people, albeit for good reason, is one issue. Perhaps as 

contributory, is over-engineering of entry requirements.  Anecdotally, we have guided 

clients to fruitful flexibility of thinking to counteract this.   

Thirdly, in all recessions there are winners; the outright winners in labour market change 

this time are the self-employed/ private service companies, and start-ups. This has cast 

a glow over the idea of “opportunity”. Recruitment is about to get very, very competitive. 

Money is not the right answer - progress is: e.g. challenge empowerment, interest, and 

reward.  Money is simply a by-product. 

“Employers” are suspect - think what has happened to the graduate/school leaver 

generations in the last six years. They are hurt, and extraordinarily, graduate recruitment 

markets have a long memory! 

Inspite of all the above, “good old fashioned values” shine out in such times, and always 

win out in the long run - honesty, truth, delivery, competence. There is a big need to 

remind ourselves of how to dig down, and find it. 
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Domestic performance 
 
In Q2 2015, the overall percentage of 
companies across greater Birmingham 
reporting an increase in domestic sales 
remained at a similar level to the previous 
quarter.  Nevertheless there was a 
contrast in sentiment between the service 
and manufacturing sectors.   
 
The manufacturing sector reported a 
much greater positive sentiment this 
quarter.  40% of manufacturers (Graph 1) 
reported an increase in sales compared to 
33% in Q1.  In addition 46% reported 
sales had remained constant compared to 
40% in the previous quarter, while only 
14% stated having decreased sales, in 
comparison to 27% in Q1. 
 
Sentiment in the service sector was not as 
positive relative to manufacturing.  40% in 
Q2 reported increased sales, a similar 
level to 41% in Q1.  However only 45% 
reported sales had remained constant 
compared to 49% in the previous quarter.  
15% also stated sales had decreased, in 
comparison to 10% in Q1. 
 
Market conditions are weaker for both 
sectors compared to Q2 2014.  50% in 
services and 43% in manufacturing had 
reported increases, while only 10% in 
services and 8% in manufacturing had 
stated decreases in UK sales.   
 

ONS Statistics released in June report UK 
manufacturers‟ product sales were 20.8% 
higher in 2014 than in 2009, highlighting 
an overall rising trend.  Prices for services 
are also on a smaller, but still rising 
trajectory. 
 

Graph 1 Manufacturing Sector Domestic Sales in Q2 2015
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Graph 2 Service Sector Domestic Sales in Q2 2015
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Regional Output 
 
Gross domestic product (GDP) is 
estimated in Q1 2015 to have increased 
by 0.3% from the previous quarter – the 
lowest recorded estimate since Q1 2013.  
Annual GDP growth is estimated to have 
increased by 2.8% between 2014 and 
2013. 
 
National output increased in the service 
sector by 0.4% in Q1, a decrease from 
0.8% in Q4 2014; nevertheless this still 
marks the ninth consecutive quarter of 
growth in the sector. The manufacturing 
sector saw output of 0.1%, a small fall 
from 0.2% in the previous quarter.  Since 
2013, GDP has grown steadily, with the 
economy exceeding pre-downturn peak 
levels in Q3 2013. 
 
The QES composite index for 
manufacturing sector sales shows a broad 
correlation between the domestic sales of 
manufacturers and growth in GDP (Graph 
3). This trend is clearly visible during the 
financial crisis of 2007-08, when both 
indicators dropped significantly, following 
which a strong upward trend emerged, 
anticipated by domestic sales growth in 
the manufacturing sector. 
 
Regional output, as measured by Gross 
Value Added (GVA), (Income Approach), 
increased in the West Midlands, from 
£18,898 in 2012 to £19,428 in 2013. At 
2.8% this was the second highest 
increase in GVA out of the English 
regions.  The West Midlands ranks in the 
middle for number of active businesses 
(192,000 in 2013), as do the levels of 
business births (13.4%) and business 
deaths (9.6%). 
 
     
     
     
     

Graph 3 Manufacturing Sector Sentiment vs. GDP Growth
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Exports 
 
The QES for Q2 2015 saw a change in 
fortunes between the manufacturing and 
service sectors. 
 
The number of manufacturing firms 
(Graph 5) experiencing increased export 
sales rose to 35% in Q2 from 25% in Q1.  
In addition, only 21% of firms recorded 
decreases in sales in Q2 compared with 
28% in Q1. 
 
Service sector sentiment on the other 
hand fell.  Only 25% of firms reported 
increased sales, compared with 39% in 
Q1.  Furthermore 18% reported a 
decrease in Q2, in comparison to 7% in 
the previous quarter.   
 
In the year to Q2 2015, export levels in 
both the services and manufacturing 
sector have dipped up and down.  A 
current rise in the manufacturing sector 
has countered a fall in service exports.  
West Midland Export Value stood at 
£7.2bn in Q1 2015 (Graph 6) down from 
£7.6bn in Q4 2014. 
 
Export levels in Q1 2015 indicate that the 
EU remains the largest recipient of WM 
exports (£2.9bn), followed by Asia & 
Oceania (£1.6bn), and North America 
(£1.52bn). Aside from London and the 
South-East, West Midland exports 
continue to be higher than in other 
regions.  The total value of UK exports for 
Q1 2015 stood at £69bn, a small decline 
from £72bn in Q1 2014.  
 
For exports, the commodity group with the 
highest value of exports for both the West 
Midlands and UK was “Machinery and 
Transport”.    
     

Graph 5 Manufacturing Export Sales in Q2 2015
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Recruitment 
 
Q2 2015 saw the same percentage (49%) 
of firms attempting to recruit as in Q1.  
There was a significant increase in firms 
experiencing recruitment difficulties, from 
59% in Q1 to 70% in Q2. 
 
By sector, 63% of manufacturing firms and 
73% of firms in the service sector had 
difficulties recruiting. 34% of services firms 
found it difficult to recruit professional or 
managerial staff, while 58% of 
manufacturers found it difficult to recruit 
skilled manual/technical workers.   
 
15% of manufacturing firms, compared to 
25% in Q1 have increased investment in 
training, while 79% of firms in Q2, in 
comparison to 68% in Q1 have kept 
investment plans in training constant. 
However only 6% in Q2 versus 8% in Q1 
have decreased investment. 
 
There has also been a fall in investment in 
training with service sector firms.  29% of 
service firms, compared to 36% in Q1 
have increased investment in training, 
while 7%, compared to 3% in Q1 have 
decreased investment. 
 
The long term trend for the QES labour 
force growth index for both sectors has 
been upward since the 2008-9 recession 
(Graph 8). The index currently stands near 
its highest levels for a decade. This is 
reflected by unemployment rates falling to 
the same level as 2005.  Birmingham 
claimant rates (5.9%) do however remain 
significantly above the current West 
Midlands and UK rates of 2.9% and 2.4% 
respectively. 
 
     
     

Graph 7 Attempted recruitment in Q2 2015
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Investment & Confidence 
 
In Q2 2015, the percentage of firms 
increasing capex investment intentions fell 
to 23% from 28% in Q1. 
 
In the service sector a smaller percentage 
of firms increased investment in both 
equipment (23% down from 26% in Q1) 
and training (29% down from 36% in Q1), 
There was minimal change in the level of 
firms decreasing investment in capex, 
however 7% decreased training 
investment intentions in Q2 compared to 
just 3% in Q1. 
 
In the manufacturing sector, 22% of  
firms increased investment in 
plant/machinery/equipment in Q2, falling 
from 33% in Q1.  In view of training 
investment, 15% of firms compared to 
25% in Q1 increased investment.  Only 
6% of firms decreased investment in 
training compared to 8% in Q4. 
 
Business confidence continues to lag 
behind the levels of 2014.  Nevertheless 
overall confidence has risen from 63% in 
Q1 to 65% in Q2 (Graph 10).  In the 
manufacturing sector 66% of firms believe 
turnover will increase, down from 84% a 
year ago.  While in the service sector, 
64% of firms believe their turnover will 
increase, compared with 72% last year.   
 
Small and micro SMEs (1-19 employees) 
expressed higher levels of optimism 
comparatively, with 60% believing that 
their turnover will increase in the next 12 
months, and 52% believing that 
profitability will also increase. 
 
 
 

 

Graph 10 Confidence turnover will increase over next 
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Graph 9 Investment intentions for Capex in Q2 2015
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Analysis: Professor John Bryson, Professor of Enterprise and 

Competitiveness, University of Birmingham 

 The economy of the West Midlands is in a continual state of restructuring. In June 

2015, Goodyear announced plans to close its only UK manufacturing plant with 

the loss of 330 jobs. Goodyear has been part of the economy of the West 

Midlands since 1927. The loss of the Wolverhampton plant reflects an on-going 

process of restructuring for Goodyear as the company has concentrated 

production across Europe, Middle East and Africa. The establishment by 

Wolverhampton City Council of a Goodyear taskforce to assist workers affected 

by the closure is a welcome development. 

The Goodyear decision should be placed in the context of the regional economy 

which continues to restructure around advanced manufacturing and engineering, 

digital and creative industries and financial services. These three sectors are key 

growth sectors and are closely aligned with UK national economic policy. In 2014 

the West Midlands had the largest increase in overseas exports (11.2%, £28.4bn) 

making the region the third largest export region in the UK after London and the 

South East. China is the region‟s primary export market followed by the US and 

Germany; the area is the only English region to have a trading surplus with Asia. 

In the year ending September 2014 exports from the West Midlands to China 

increased by 49.1% and to the US by 13.4%. This was by far the largest increase 

in exports to China by an English region with exports in road vehicles increasing 

by 60.2%. In 2013 more than a third of the UK‟s exports to China came from the 

West Midlands and the region had a trading surplus with China of more than 

£1.74bn.  Jaguar Land Rover (JLR) accounted for over half of this growth in 

exports. Nevertheless, many smaller firms also experienced significant increases 

in their exports to China. Thus, Brandauer, a small precision stamper, producing 

parts for kettles has experienced a 15% increase in exports to the Far East over 

the last three years. The region‟s export performance highlights the continued 

dynamism and competitiveness of firms located in the West Midlands. 

The dramatic growth in engineering exports, profitability and local employment is 

playing an important role in the transformation of the regional economy. There 

are major problems that still need to be addressed. The workforce in many 

advanced manufacturing and engineering firms is ageing and firms find it difficult 

to recruit. This aging of the workforce is a major challenge for manufacturing 

firms. Business requires some degree of certainty. The majority of firms are trying 

to enhance certainty or manage uncertainty. The EU referendum provides 

businesses with additional complexity and uncertainty. Nevertheless, for some 

firms in the West Midlands, the European economy is less important compared to 

the US and China. It is important that firms focus on what they do well – the 

development and production of innovative products and supporting services.    
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There are many positive noises coming out of the blue book 2015 

employment survey, most strongly in  the UK, but also consistently 

across the other survey countries of France, Belgium, and the 

Netherlands.  In the next 12 months 64% of UK organisations are 

planning to increase headcount, in France 49%, in Belgium 42%, and 

in the Netherlands 36%. The majority of new job creation is coming 

from SMEs which make up 99 out of every 100 businesses in the EU. 

All sizes of organisation need to consider what this means for their 

hiring and retention strategies. 

 

Most recruiters agree we have now entered a candidate-driven market, as predicted in the blue book 2014. With 

positive press post-recession, candidates have felt greater confidence in the market and voicing their higher personal 

expectations. The rise in vacancies across the board has enabled job seekers to test the waters and wait for the 

perfect opportunity. 2015 will be the first in at least 5 years that see the majority of candidates having multiple offers. 

Effectively articulating the differentiators that make each business attractive to a candidate will become essential to 

securing the best people.  

Now in its 11th year, the Angela Mortimer Group‟s market-leading annual employment survey reports on salaries, 

benefits and the comparison of attitudes between employers and employees. This year 581 organisations and 836 

candidates contributed to the research for the blue book in the first quarter of 2015. The blue book 2015 identifies the 

biggest challenges to recruitment and retention for the year and takes a closer look at the successful strategies that 

progressive companies are adopting to build the optimum workforce to steer their businesses through the coming 

years. 

For more information about blue book 2015 and on how to receive a complimentary copy, please contact Katie Bard 

on 0121 633 4443. 
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About the Quarterly Economic Survey 

Formed in 1989, the Quarterly Economic Survey (QES) is the private sector‟s 
leading indicator of the UK economy.  
 
At the regional level, the Greater Birmingham Chambers of Commerce (GBCC) 
conducts the QES every quarter across the Greater Birmingham to assess how 
businesses are performing on a range of key indicators. Nationally, the results 
from QES are monitored by the Bank of England, HM Treasury, and the 
European Commission as a quarterly indication of business conditions. 
 
Each quarter, around 250 to 300 firms from across the Greater Birmingham 
region are surveyed on business conditions and their attitudes towards 
government policy. The Greater Birmingham region consists of Birmingham, 
Solihull, Lichfield, Tamworth, Chase, and Burton. A vast majority of firms 
surveyed are SMEs. 

 
Written and researched by: 
Stephanie Wall 
Policy and Patron Advisor 
Greater Birmingham Chambers of Commerce 

 
For more information, please contact: 
e s.wall@birmingham-chamber.com 
t  0121 607 1814 
 
To view previous editions of the Quarterly Economic Survey, see here: 
http://www.birmingham-chamber.com/qes   
 
To view the British Chamber of Commerce QES, see here: 
http://www.britishchambers.org.uk/policy-maker/economic-data/quarterly-economic-survey/  
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