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Foreword: Paul Faulkner 

CEO, Greater Birmingham Chambers of Commerce 

The Greater Birmingham Quarterly Economic Survey (QES) for Quarter 3 (Q3) 

has revealed improvements for both manufacturing and service firms, yet  

business confidence remains fragile.  Key headlines include: 

 UK Sales and orders increased for both manufacturing and service firms. 

 For export sales and export orders, fewer manufacturing firms reported 

sales and orders remaining constant – these however both increased and 

decreased in equal measure. 

 Manufacturing and service sector firms expect their workforce to increase 

in the next 3 months, however firms are still facing recruitment difficulties. 

Q3 appeared a better quarter for our businesses, with sales and orders 

increasing measurably in both sectors.  The economy has been strengthening 

with 0.7% growth recorded in Q2, compared with 0.4% in Q1, and markets have 

continued to ride off this strength.  Nevertheless there is still caution in the air; the 

slowdown in China is likely to have some effect upon both international and 

national markets. 

At a local level, the key topic of interest for Greater Birmingham and the wider 

region at present is the on-going discussion surrounding the Combined Authority 

and Devolution.  The deadline has now passed for the submission of the initial 

package of proposals for the devolution deal.  There is still a long way to go, and 

undoubtedly a number of twists and turns, until the WMCA and devolution deals 

are finalised and we know exactly what we have on our hands. Indeed, such is 

the pace of the devolution agenda that I am sure there will be significant 

developments between the time of writing this forward and the time it is read.  

Be ambitious was however the over-riding message from business leaders to the 

nascent West Midlands Combined Authority at a recent "engaging with business" 

session hosted at the Chamber of Commerce.  Equally, if the ambitions of the 

region are to be met, then all parties with an interest in the outcome have to 

maintain the spirit of openness, willing engagement and collaboration that were 

on display throughout the event we hosted, and have helped develop the WMCA 

plans to the point they are at now.  Very simply, we need to all work together in 

the wider interests of the region in order to achieve all that we can and should.  
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Analysis: John Mortimer 

CEO, Angela Mortimer Group 

It is probably a truism to say that change does not generally come from the 

intelligent and thought out strategies of our masters, but are enforced by crisis. In 

particular, labour force changes seem to bump from crisis to crisis, without any 

sense of forward looking, or  forward thinking…(so much for “together we can…!”). 

One of the remarkable changes of the last prolonged recession was that 

employees and employers seemed collectively to decide intelligent financial 

accommodation was better than unemployment. This was the main reason why 

recovery was slow to reach the people. 

That is now changing, as there is at last, some upward movement in earnings. 

There is also continued upward movement in growth figures, albeit clouded by 

significant stutters and actual threats. But as recovery has continued, I have been 

aware of enormous differences between this recovery, and the previous three I 

have worked through. For example, in recruitment, temps usually recover first. Not 

this time. Our own much ignored core area of support and administration is usually 

a very sensitive bellwether. This time, our volumes have shown no real increase, 

although finally in this last twelve months, confidence has shown through, and 

demand is generally firm. Specific areas of increased demand in recruitment have 

been short lived, and nothing has shown any real consistency in the interpretations.  

Crises in labour markets come and go. People actually suffer. But, whilst human 

beings are notoriously slow to recover, generations do sooner or later, and labour 

markets along with them.  In the last national job report, there were 40,000 new 

employed, of which 40,000, self employed. All recessions and recoveries indicate 

change, some temporary, some more permanent, and the trick for those who want 

competitive edge is to grasp the direction of change. Understanding the direction of 

change will be critical to the success of the West Midlands’ economy, which 

desperately needs innovative thinking, if it is not once again going to get caught up 

in the vortex of labour force bidding typical of its past history, and Birmingham’s 

failure. This recession and recovery has seen significant increases of 

entrepreneurialism, both outside and inside companies, whose structures can allow 

it. 

One of the areas of greatest entrepreneurialism inside companies is the 

administration and support area. This is also the area, according to a new CBI 

report which is second in a list (of 24 sectors) of productivity growth. The worst is 

government services. It is my view, that this is an indicator of major importance to 

the future of work in this region, and in this country. All population forecasts indicate 

a limit to the size of the labour market. It is time to move the thinking accordingly.  
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Domestic performance 
 
 

In Q3 2015, the overall percentage of 
companies across greater Birmingham 
reporting an increase in domestic sales 
rose by 6% to 46%.  This was the result of 
both sectors experiencing an increase in 
sales. 
 
The manufacturing sector (Graph 1) saw 
UK sales increase again this quarter.  50% 
reported an increase in Q3, compared with 
40% in Q2.  The number of firms reporting 
a decrease in sales remained the same as 
Q2 at 14%.  Firms reporting constant sales 
reduced to 36% in Q3 from 46% in Q2. 
 
Sentiment in the service sector (Graph 2)
was also more positive in Q3 compared to 
Q2, with 45% of firms reporting an  
increase in UK sales compared with 40% 
in Q2.  43% reported sales remained 
constant, a small fall from 45% in Q2.  
There was also a small decline in 
decreased sales from 15% in Q2 to 12% in 
Q3. 
 
Market conditions were stronger in Q3 
than in Q2, with the overall percentage of 
firms reporting an increase in sales rising, 
and the overall number of firms reporting a 
decrease falling. 
 
ONS statistics released in July reported 
that UK manufacturer's sales have  
increased for summer products such as 
beverages (both soft and alcoholic), as 
well as food, bicycles and camping  
products. 
 
 

Graph 1 Manufacturing Sector Domestic Sales in Q3 2015

Graph 2 Service Sector Domestic Sales in Q3 2015
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Exports 
 
The picture was mixed this quarter for 
exports in both the manufacturing and 
service sectors. 
 
The percentage of manufacturing firms 
(Graph 3) reporting an increase in exports 
rose from 35% in Q2 to 50% in Q3.  
Conversely however the percentage 
reporting a decrease in exports also rose 
from 21% to 38%.  There were fewer firms 
therefore reporting constant sales of 
exports.   
 
The service sector also saw a small rise in 
the percentage of firms reporting an 
increase in export sales from 25% in Q2 to 
27% in Q3.  However the percentage of 
firms reporting a decrease in export sales 
also rose significantly from 18% in Q2 to 
45% in Q3.  Hence there was a noticeable 
change in firms reporting constant sales—
57% in Q2 down to 27% in Q3. 
    
Over the past few years (Graph 4) export 
levels have dipped up and down.  Since 
Q1 2015, the service sector has 
experienced a continued fall in exports. 
 
At the regional level, exports rose in the 
West Midlands from  £7.3bn in Q1 to 
£7.46bn in Q2, according to the latest data 
available.  West Midlands exports remain 
at the highest regional value outside of 
London and the South East, and 
demonstrated one of the highest levels of 
growth between Q1 and 2. 
 
The EU remains the largest recipient of 
West Midlands exports, however levels fell 
slightly between Q1 and 2.  Machinery and 
transport remains the commodity group 
with the highest value of exports for the 
West Midlands. 
 

Graph 3 Manufacturing Export Sales in Q3 2015 

Graph 4 QES Export Index vs. West Mids Exports 
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Labour Force & Recruitment 
 
The labour force (Graph 5) increased 
slightly in Q3, rises were seen with both 
the percentage of firms reporting an  
increase and decrease in the workforce.  
In Q3 39% of firms reported an increase in 
their labour force, compared with 27% in 
Q2.  However 19% of firms reported a de-
crease in labour force, compared with just 
10% in Q2.   
 
The percentage of firms attempting to  
recruit nevertheless fell from 49% in Q2 to 
44% in Q3.   Firms in both manufacturing 
and services were chiefly attempting to 
recruit for permanent, full-time positions. 
 
Recruitment difficulties rose marginally 
with 72% of firms reporting difficulties 
compared to 70% in Q2.  For manufactur-
ers difficulties were split between skilled 
manual and technical workers (60%) and 
professional/managerial staff (33%).   
Service firms also reported difficulties  
recruiting for  these categories of employ-
ee, however they also had measurable 
difficulties recruiting for clerical (18%) and 
un- and semi-skilled positions (20%).   
 
While unemployment rose in many regions 
in the latest ONS release, West Midlands 
experienced the largest fall in  
unemployment at 0.7% to 5.7% (May-July 
versus Feb-April).  Hours worked also  
increased in the West Midlands by 0.2 
hours between April 2014 and March 
2015, the second largest increase across 
the regions. 
 
 
  
     
     

Graph 5 Labour Force in Q3 2015 

Graph 6 Recruitment difficulties in Q3 2015 
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Cash flow & Investment 
 
Overall levels of cash flow (Graph 7)
increased in Q3, with 28% of firms 
reporting an increase, compared with 23% 
in Q2.  Firms reporting a decrease also fell 
from 26% in Q2 to 24% in Q3.   
 
Manufacturing firms reported mixed  
sentiment in terms of cash flow.  While 
there was an overall rise with 43% of firms 
stating an increase in cash flow compared 
to 31 % in Q2, there was also a small rise 
in firms reporting decreased cash flow  - 
36%  in Q3 against 29% in Q2. 
 
Service firms saw an increase in cash flow 
in Q3.  25% of firms reported an increase 
compared to 20% in Q2.  Fewer firms also 
reported a decrease, 21% in Q3 in 
comparison to 25% in Q2. 
 
Investment intentions presented a 
diverging picture this quarter.  While firms  
decreased capex intentions (Graph 8), 
investment intentions for training  
increased.  23% of firms  stated their  
investment plans for capex increased, the 
same level as in Q2, however 23% of firms 
said they decreased investment plans, 
compared to just 7% in Q2. 
 
Investment plans for  training on the other 
hand rose.  39% of firms said they 
increased investment plans for training, in 
comparison to 25% in Q2.  The number of 
firms decreasing investment rose 
marginally from 7% to 11%. 
  
     
     
     
     
     

Graph 7 Cash flow in Q3 2015 

Graph 8 Investment Plans for Capex in Q3 2015 
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Business confidence 
 
Business confidence was mixed in Q3. 
Firms stating they believed turnover would 
increase fell to 62% in Q3 from 65% in Q2 
(Graph 9).  However the percentage of 
firms  believing turnover would decrease 
stayed at the same percentage as in Q2 at 
15%.  More firms believed that turnover 
would remain the same in Q3 at 24%. 
 
Manufacturing and service sector turnover 
confidence trends were slightly different.  
While confidence in turnover increase fell 
in both sectors this quarter, the  
percentage of manufacturers believing 
turnover would decrease fell from 16% to 
13%.  More manufacturing firms believed 
that turnover would remain the same.  
Meanwhile more service firms believed 
that turnover would decrease, 21%  
compared to 12% in Q2, and a lower 
percentage believed that turnover would 
stay the same, 14% in Q3 compared to 
21% in Q3. 
 
Surprisingly in view of the results above, 
more firms reported confidence that 
profitability will increase (Graph 10) in the 
next 12 months.  60% believe they will see 
an increase, in comparison to 55% in Q2.  
The percentage of firms believing they will 
see a decrease, stayed the same at 18%. 
 
Small and micros SMEs (1-19 employees) 
expressed similar levels of confidence this 
quarter.  63% believe that turnover and 
65% that profitability will increase in the 
next 12 months.  
 
 
     
     
     

Graph 9 Confidence in Q3 2015 that turnover will  

Graph 10 Confidence in Q3 2015 that profitability will  
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Pricing & external factors 
 
The percentage of firms believing that  
prices will increase in Q3 (Graph 11) rose 
to 32% from 27% in Q2.  Firms expecting 
prices to remain the same also fell from 
66% to 59%. 
 
Perspectives were divided between  
manufacturing and service sector firms.  
While 35% of manufacturers expect prices 
will increase, and 60% to remain constant, 
in the service sector 21% of firms expect 
prices to increase, and another 21%  
expect prices to decrease.  Factors  
creating pressures to raise prices include 
pay settlements and other overheads 
(both attaining 33%).  
 
The Produce Price Index (PPI) released in 
August 2015 by the ONS, revealed that 
the price of goods bought and sold by UK 
manufacturers fell in the year to August.  
The overall price of materials and fuels 
bought by UK manufacturers for  
processing (total input prices) fell 13.8%, 
with crude oil as a key factor in reducing 
input prices.  Factory gate prices (output 
prices) also fell by 1.8%. 
 
Every quarter firms are asked to indicate 
which external factors are more of a 
concern than 3 months ago.  This quarter, 
with 31%, competition and with 24%, 
taxation were the chief concerns overall.  
At the sectoral level these were also the 
principal concerns for service firms, while 
for manufacturers, exchange rates with 
40% were the main concern. 
 
 
 
     
     

Graph 11 Expectation prices of firms/services will increase 

Graph 12 External factors of greater concern than 3 months 

ago 
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Analysis: Richard Parker 

Partner, PWC; Advisor to West Midlands  

Combined Authority 

The West Midlands is progressing towards an economic settlement that 

will reset and redefine relationships across the administrative boundaries 

of our seven Metropolitan Councils, our three regional LEPs and a 

number of significant and relevant Districts.  From a Region that was at 

risk of being left behind (by others) and overlooked (by Westminster)   it 

is now at the vanguard in developing proposals that will drive jobs, 

productivity and prosperity through the creation of a West Midlands 

Combined Authority and a devolution deal.      

 

The challenge is significant but the opportunity great. If we can improve 

the growth rate of the West Midlands economy in line with average UK 

forecasts, £15bn of growth will be unlocked, if the regional growth rate 

can be raised to that of the London economy ,the figure is £25 bn. To do 

this we need to reverse a trend that started to take hold in the 1960’s , 

when household incomes in the West Midlands were 13% above the 

national average and higher than in  London and the South East and 

unemployment rarely exceeded 1% . To do this we need to increase 

investment and skills levels and improve productivity and 

competitiveness.   

 

The pace of the progress made since the Leaders of the seven Mets sat 

down in late April to explore the possibilities of creating a Combined 

Authority – a bridgehead to cooperation and collaboration on economic 

growth and development and Transport – has been relentless. 

 

Within a week of the General Election, the Met Leaders formally 

announced their intention to work together across a three LEP 

geography and on 1 June the Chancellor of the Exchequer visited and 

reinforced the importance of a new regional settlement. A set of founding 

Principles and immediate Priorities were announced to drive growth, 

which include; smart investment to be focused where it will deliver the 

biggest outcome, collaborative working with the private sector as the 

primary driver of growth and an agenda of public sector service reform.   
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The formal engagement process with LEPs and District and County Councils 

commenced in mid June and on 6 July a ‘Statement of Intent’ was launched.  

In the period since, work streams have focused on; the development of 

super SEPs (strategic economic plans), a project prioritisation, appraisal and 

investment model, the skills agenda, service reform priorities and the 

mechanics of governance, voting  and decision making across an expanded 

economic geography.  

 

Layer on top; discussions with HM Treasury, that commenced on 4 

September, on a potential £8bn devolution deal and work to finalise the 

scheme for the creation of a Combined Authority – to be submitted to 

Government on 20 October – and you will start to understand the breadth of 

the ground that has been covered  over the last 5 months. 

 

The importance of the agreement reached by West Midlands Council leaders 

and the progress to date cannot be understated. No one is doing this 

because it is easy, but because it is the right thing to do.  

 

The new settlement will feel different for business too – you will find a region 

that looks in a new direction (outwards not inwards) a region that has a new 

mandate and relationship with Westminster (acting on devolved powers not 

deference) and a region that works together more collaboratively across 

Local Authority and LEP boundaries (as equals not rivals) – and that must 

surely be good news.  

 
Now to make it happen.  
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Analysis: Paul Swinney 

Senior Economist, Centre for Cities 

Birmingham - the return of the big city? 

Discussions on devolution to Greater Birmingham to date have focussed as 

much on the area that any deal should cover as what any deal should 

include. But looking at the last century of economic performance can give 

us some clues as to what the future focus of economic policy for the city-

region should be. 

Between 1911 and 1951, Birmingham was one of England’s top performing 

cities, growing from around 750,000 jobs to 1,000,000 jobs. But this growth 

did not last – in line with London and Manchester, the number of jobs in the 

city shrunk in the post war period, and accelerated in the 1980s, as the 

national economy moved away from manufacturing towards services. 

Source: Census 1911, Census 1951, Census of Employment, Business Register of Employment 

Survey. Data shown for 1911, 1951, 1981, 1991 and 2013, with lines smoothed between these 

points. 

The total number of jobs in Birmingham, Manchester and London since 

1911 
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While both London and Manchester have been able to bounce back from 

the prolonged post war downturn, Birmingham has struggled. Jobs growth 

has been propped up by an expanding public sector, and the city has fewer 

private sector jobs today than it did in 1981. 

Yet this more recent performance belies the changes that have been  

occurring in the city. Birmingham’s city centre economy has boomed in  

recent years, symbolised by the rise of a multitude of gleaming glass office 

buildings occupied by workers doing high paid, high skilled jobs. And as the 

UK continues to specialise in ’knowledge based’ activity, the performance 

of Birmingham’s city centre economy will become ever more important for 

the prosperity of the wider city-region. The problem in Birmingham is that to 

date, the growth of these industries in the city centre has not been large 

enough to offset the decline of more traditional industries. 

To address this, in an era of greater devolution economic policy in 

Birmingham should focus on three things. Firstly, it should see the further 

expansion of the city centre economy as a key objective, building on the 

work that has been done since the Highbury Initiative in the late 1980s. 

Secondly, it should prioritise improving the skills of its residents – the city 

had the second highest share of residents with no formal qualifications of 

all cities in 2013. Finally it should set out an approach for dealing with 

empty land and buildings left as a result of the structural shift in 

Birmingham’s economy. 
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Entering into it’s 12
th
 year of publication, the blue book 2016 is our 

annual market-leading employment survey that covers executive and 
office support roles throughout the UK,  
Europe, and the USA, and reports on salaries, benefits and the 
comparison of attitudes between employers and employees.   

 

In 2015, 581 employers and 836 job seekers contributed to the survey over the 
six week research period of the most comprehensive employment survey in this 
area to date, providing valuable insight into the latest recruitment attitudes and 
trends. 

 

The results on the blue 2015 showed many positive signs coming from 
companies and candidates alike; particularly from the UK.  Indeed, 73% of UK 
job seekers expect the job market to improve throughout 2015 with 63% of UK 
companies planning to increase headcount and 75% predicting salary rises.  
The outlook in the West Midlands, although still positive, is more conservative 
than that shown across the rest of the UK with 38% of organisations expecting 

headcount to increase. 

 

The research for blue book 2016 is due to start during November 2015.  If you are interested in taking 
part, and therefore receiving a complimentary copy of the results, please get in touch at 
bluebook@angelamortimer.com . 
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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.  The feedback from the survey helps to shape our business policy 
priorities.  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 area 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, please visit our website: 
http://www.birmingham-chamber.com/qes   
 
To view the British Chamber of Commerce QES, please visit this website: 
http://www.britishchambers.org.uk/policy-maker/economic-data/quarterly-economic-survey/  

mailto:s.wall@birmingham-chamber.com
http://www.birmingham-chamber.com/qes
http://www.britishchambers.org.uk/policy-maker/economic-data/quarterly-economic-survey/
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