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Our Chamber of Commerce is nothing without
its members. That may seem like an obvious
thing to say but, as members, you are more than
simply a group of like-minded individuals who
congregate under our banner to do business. By
joining us, supporting us and challenging us to
represent your interests you help not only your
own business, but the wider economy: in short, we
all benefit. Together, we’re stronger.
The Quarterly Economic Survey is the largest,
most influential business survey in the country
and, as the country’s largest chamber, we play
a significant role in supporting it. My heartfelt
thanks go out to the 500 and more businesses
who took a couple of minutes of their time to
complete this important piece of research. The
results this quarter speak for themselves in the
outlook of our members on the economy, and
I’ll steal no thunder from my colleagues here in
discussing the outcome. What is important to me
is ensuring that the QES is not seen in isolation,
but as just one tool in our armoury to help
businesses to thrive.
As the economy begins to pick up pace,
business will come under different types of
pressure. There will be new strains on cashflow,
increasing demands for skilled workers and extra
pressure on infrastructure. Whilst it is still too
early to say that this latest spurt of growth is the
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real deal we should start to make appropriate
preparations. That is where the QES comes into
play to act as that early warning system. We’ve
grown used to this being the portent of bad
news, this quarter the message is, thankfully, the
opposite but the implications are just as vital.
I’ve been making the case for a long time
that the Chamber has a unique role to play in
the space where the economic and the social
meet: businesses of all types, whether soletrader or SME, public or private, charity or large
corporation, play a key role in the functioning
not just of the economy but at the heart of our
lives and communities. The bottom line is key to
all businesses, but it’s not their sole reason for
existing and their effects permeate all parts of
our society. That’s why in the current economic
landscape it is crucial to use every growth
opportunity to maximum effect.
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This quarter sees a slightly different format to
the report where we’ve combined the QES results
with wider market intelligence and our own policy
and campaigning work to show the integral role
the QES plays in our work to support you.
Our task is how this gets translated into action
on the ground to support you through the months
ahead. I am determined that we make this happen
for everyone’s benefit.

GM Chamber - QES Survey - Q3 2013
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CHIEF ECONOMIST’S OVERVIEW

Dr John Ashcroft
Chief Economist

The QES Composite Leading Indicator ®
surges to new high

Jobs Data

In the September meeting of the Monetary Policy
Committee, it was noted “bank staff predicted that
the initial estimate of output growth in the third
quarter would be around 0.7%, compared with the
0.5% expected at the time of the August Inflation
Report. Moreover, the early indicators for activity
in Q4 tentatively suggested further strengthening
towards the end of the year.”

The QES employment tracker ® moved higher
in the quarter to 53.0 from the 47.4 reported last
quarter. This is in line with the first quarter of the
year, suggesting the outlook for job growth is
positive but at a moderate rate of growth.

Had the MPC had early sight of the QES survey?
The latest information from the GM Chamber of
Commerce QES survey would confirm this positive
outlook for the year.
The QES Composite Leading Indicator ® surged
higher in the latest survey suggesting strong growth
in the third quarter of around 1.5% rising to trend
rate 2.4% by the final quarter. The index measured
28.2 from 18.9 in the second quarter, higher than
the peak levels recorded in 2007. As a result of this,
we are upgrading our forecast for GDP growth in
the year as a whole, to 1.5% rising to around 2.5%
next year.

In both the manufacturing and the service sector,
more firms were looking to take on staff, though
the manufacturing sector is struggling specifically
with the recruitment of skilled staff. Time is not
generally on their side. Out of survey evidence
suggests an aging skilled work force, preparing for
retirement rather than retraining, will place greater
pressure on labour recruitment in the years ahead.
It is also the stage in the cycle when construction
and housing output is set to recover well; the
resultant strain in the quest for bricklayers and
plasterers will come to the fore. Watch out for
the headlines about “top pay for brickies” in the
months ahead.

Inflation

Why so positive? The outlook for orders and
deliveries were much higher in the quarter in both
the service sector and in the manufacturing sector.
Furthermore the growth was positive in both the
UK and export markets but particularly strong in
domestic activity.

The QES inflation tracker ® suggests inflation is
not a major concern for businesses. The tracker
index ticked slightly higher at 24.2 from 21.7 last
quarter but this is well down on the 30 point
averaged last year and the 40 point averaged
in 2011.

In other news, NIESR have already indicated a
strong rate of growth into August with the GDP
tracker suggesting GDP growth of 2% in the month.
The SMMT, the car manufacturers association,
reported a 16% growth in output in August
compared to the same month last year. Let’s not get
too carried away. For the year as a whole car output
is up by just 3% and output of commercial vehicles
is down 20%. Nevertheless, the UK is experiencing a
game of two halves, with some significant upturn in
manufacturing output from August onwards into the
second half of the year.

The latest ONS data for August confirmed
the rate of CPI inflation fell to 2.7% from 2.8%
in July. We expect a further fall in the final
quarter to around 2.4%, thereafter, prices may
be a little sticky. Output prices increased by just
1.6% compared to 2.1% in July. Input costs for
manufacturers also fell back from 5% in July to
2.8% in August.

Part of the reason for the slowdown was oil and
energy costs. The average price of oil in August
was $111 dollars per barrel, slightly down on the
same period last year. For the immediate future,
In our survey, businesses are more optimistic
the outlook for world trade, commodity prices,
about turnover, cash flow and profits and as a result oil and energy costs suggests inflation fears are
have begun to concern themselves, just a little,
less of a concern for businesses in the UK as a
with corporate taxes. Potentially good news for the whole and in Greater Manchester.
Chancellor, we also expect a positive out turn for
government borrowing by the end of the year.

4

GM Chamber - QES Survey - Q3 2013

And what of Investment?
Despite the low base rates, investment plans have
remained on hold. Some surprise to the academic
economists but no real surprise for business
leaders. As the forward outlook for the economy,
in terms of demand and order books improve, then
and only then, would we expect an improvement in
the levels of investment. And so it is proving.
The number of firms expecting to increase
the levels of investment in plant and machinery
increased in both the service sector and the
manufacturing sector in the latest survey.
The number of firms expecting to increase the
levels of investment in workforce training also
increased with a particular marked increase in
training plans in the manufacturing sector

So what are we worried about?
Not much, would be the overall assessment of
the survey data. Inflation, raw material prices,
finance costs, overheads, and exchange rates do
not feature as significant problems this quarter.
Neither are firms overly concerned about capacity
restraints in the face on increasing demand over
the medium term.
Pay settlements are beginning to feature as
a policy problem. We expect this to continue
as the annual pay rounds near. Earnings in the
economy in the three months to August were
just 1%. With inflation around 2.5%, this would still
mean negative real earnings growth for many
households. The pay round will become much
tougher for businesses as mortgage rates edge
up and the prospect of a base rate rise nears,
especially against a backdrop of increasing order
books and skilled labour constraints.

service sector. Perhaps service sector firms are
more skeptical about the statements of forward
guidance from the monetary policy committee.
Forward guidance suggests UK base rates
will remain on hold until 2016 assuming the
unemployment rate remains above the 7% knock
out level and inflation (and pay) expectations
remain tethered.
The MPC have decoupled long rates from short
rates. Base rates will be held, but ten year gilt rates
have rallied to 3% and will be allowed to return
to fair value of 4%-plus without any further QE
manipulation of the gilt curve. We do not expect
this to impact on the housing market or investment
plans in the UK economy unlike policy makers in
the USA.
In September, the Fed decided to continue with
QE, with no tapering on the $85 billion monthly
spend for the immediate future. Nevertheless,
Fed rates are expected to rise in 2015 with the
2% a possibility by the end of the year and 4% in
prospect for 2016. If that scenario unfolds, it will
be difficult, if not impossible, to hold UK rates
at 50 basis points into 2016. A UK base rate rise
in 2015 remains a distinct possibility. As always,
our guidelines are to watch the USA and add six
months. The Fed decision not to taper caught the
markets and our own team by surprise. So much
for forward guidance Bernanke style.
DEMAND COMPARISON

Interest Rates and Monetary Policy
So what of concerns about interest rates? Base
rate fears edged back in the manufacturing sector
in the third quarter but moved slightly higher in the

Chief Economist’s Overview
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DIRECTOR OF POLICY & COMMUNICATIONS

cont.

Summary

Chris Fletcher

QES COMPOSITE LEADING INDICATOR

In summary the GM Chamber of Commerce QES
for Q3 suggests the outlook for the UK economy
is pretty positive with growth in output and jobs
towards the end of the year and into 2014. Inflation
is not expected to be a great concern and we think
the government borrowing figures will look much
better towards the end of the financial year.

Whilst ongoing work with members showed
that many felt this was not such a major issue
– “business will go where business is” – there
is no doubt that in the 15 months before the
next election this issue will crop up again.
Notwithstanding the politics of this, the Chamber
has continued its work on making sure that
members can access overseas markets and trade
securely and profitably. Refer to international trade
and exports for details.

Recruitment will be a challenge in the skilled
labour market and the pay round could
become more problematic for businesses by
April next year.
As for interest rates, the outlook for monetary
policy is very accommodating, with forward
guidance suggesting the MPC will be reluctant to
increase rates until the recovery is well proven.
This will underpin investment plans which will
be brought back to the board table as the order
books improve.

QES INFLATION TRACKER

QES EMPLOYMENT TRACKER

For the moment, enjoy the recovery. It has
been a long time coming but The QES Composite
Leading Indicator ® suggests it is here at last.
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It would have been very difficult to have missed
the acres of recent press coverage around HS2.
Last quarter we highlighted the Preparation Bill
and Hybrid Bill announced in the Queens Speech
and both are crucial as the projects seems to be
sailing on very choppy but some would say illinformed waters at present.
The Chamber still strongly supports HS2. It
is essential to tackle the ever present problem
around decreasing capacity for freight and
passengers on the intercity rail network. We go
into this issue in a bit more detail in the Confidence
and Investment Section of the report.

Overall the prospects for growth into the second
half of the year and into next look good. If there
is one concern, it is that they may look too good.
The UK is on track for faster growth than the major
trading partners of USA and Europe.
If this were to happen, the impact on the trade
deficit would be significant. The incumbent risk of
capital flight and base rate pressures would force
the hand of the Monetary Policy Committee to put
rates up ahead of schedule.

Last quarter’s Action For Business update led off with the furore being created around the UK’s role in
Europe on the back of UKIP’s success in the local council elections.

Chief Economist’s Overview

Another major talking point has been around
zero hours contracts which has become something
of a political hot potato with each party making
announcements on this issue. In discussions with
our members the feedback has been quite clear
- zero hours contracts are a fundamental part
of modern employment conditions with a large
number of businesses stating they are necessary to
their function.
Whilst, like any legislation, zero hours contracts
are open to abuse a complete rollback of
the legislation would have a damaging impact
on a large number of businesses ability to continue
running. More in the labour market section.
As this report went to press the Chamber’s
Policy Committee held its second meeting on 27th
September to identify and decide on the next few
months’ Action For Business activity in our forums,
online and across the local business community.
Details below on how you can connect with
these and create the opportunity to have your say:

The other bill we highlighted in the Queen’s
Speech was the Deregulation Bill. This was
designed to scrap a host of red tape regulations
in one go and builds on the work started by the
Red Tape Challenge (which is due to make a
reappearance very soon). The Chamber is not
convinced that this is the most effective way of
dealing with this issue and will continue to monitor
progress of the bill.

Bolton 		
Manchester
Wigan 		
Salford 		
Stockport
Rochdale
Tameside
Manchester

Other recent issues covered in the report include
Forward Guidance and in particular whether
this has instilled the level of confidence with
business that the Bank of England expected. From
discussions held at our A4B forums and feedback
from business many members expect base rates to
increase before the predicted date of 2016.

www.gmchamber.co.uk/events

Director of Policy & Communications

17th October
23rd October
24th October
6th November
20th November
3rd December
4th December
11th December
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DOMESTIC DEMAND

October 1991 saw Norman Lamont, the then Chancellor of the Exchequer in John Major’s government,
proclaim that “... [the] green shoots of economic spring are appearing once again”, based on the results
of a number of business surveys at the time. Popular history has looked back on this comment with
disdain, but the data has since proved him right: the fourth quarter of that year was indeed the nadir of
the early-1990s recession, and growth was back by mid-1992. These days politicians are more cautious
and stay away from such black and white statements; Chancellor of the Exchequer George Osborne has
cautiously upgraded his outlook on the economy from a bland “from rescue to recovery” to a hesitantly
optimistic “turning a corner”. We, however, are more outspoken, for we have the experience of our
members to support us, and there’s little reason to hold back when the news is so positive.

continue to place pressure on our district high
streets. Rose-tinted vision of a glorious past and
the attempted resurrection of a 1950s vision will
not support the redevelopment of these places
and local authorities and businesses must think
creatively about how these spaces will be used in
the future.
A recent report from New Economy highlighted
the success of the manufacturing sector in our
region: the North West has the largest share of
manufacturing output in the UK and is a leader in a
number of specialist fields. As the sector with the
highest productivity, its employment levels have
historically been reducing as increased efficiency
and mechanisation remove the requirement for
a large headcount. Having performed well in the
aftermath of the recession and avoiding the close
to zero growth of the economy overall after the
general election and emergency budget of 2010,
output started to weaken from the end of 2011.

The end of August saw the Office for National Statistics revise up its initial estimate for growth in the
second quarter of this year to 0.7%. Other business surveys that have taken place since our last report
indicated further growth in both demand and confidence and this is firmly echoed in this quarter’s report
for Greater Manchester. The QES aggregate UK sales measure now not only exceeds the pre-recession
peak in the fourth quarter of 2007 for the first time, it now stands equal to its record high of +25% in Q1
2004. We firmly believe that the worst of the headwinds for the UK economy are over and, whilst some
risks remain, the current outlook is decidedly positive.
Contributing just under 80% of Greater
Manchester’s output, the success of the service
sector is critical to our city region. At the national
level, recent Markit Economics PMI/CIPS survey
data suggests strong growth with the largest rise
in new businesses for sixteen years with half of all
respondents expecting demand to rise further into
quarter four.
Greater Manchester QES data shows the balance
of service sector companies reporting improving
UK sales figures standing at +27%, its highest
level since our records began ten years ago. The
strong rise of 15 points from the previous quarter
accords closely with other sources indicating large
increases in demand over the past three months.
In line with these other sources, the QES also
indicates that the strength of the sector’s order
book is also good: rising 13 points to +20%, this too
is at its highest level for around 10 years and only
two points lower than its record in the first quarter
of 2004.

UK SALES
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Service sector growth is being driven by
business and professional services, an important
part of Greater Manchester’s economy. The growth
is far from contained, though: improvements are
now also being felt in the retail sector. Official
statistics show retail sales have been positive for
a number of months now and we expect them to
continue for the rest of the year. We cannot, at
this stage, be certain that positive retail growth
will continue into 2014 as there is still downward
pressure on real household income with regular
pay rising at 1% per year compared to August’s CPI
inflation rate of 2.7%.

There was cause for optimism at the bounceback
last quarter and the most recent survey data show
the wider production sector building strongly
this quarter with the UK sales balance up 14 points
to +17%, its highest post-recession figure and
last exceeded in the last quarter of 2007. Orders
have also increased this quarter, up 20 points to
+18%, the strongest quarter-on-quarter increase
on record.

This is crucial to the current debate around the
future of the high street where traditional retail
patterns are changing in favour of both online
competition and the social aspect of visiting large
and diverse retail centres. Data from Manchester
Arndale and Intu Trafford Centre continue to
suggest a structural shift from secondary and
tertiary town centres into primary sites which will

The British Chambers of Commerce Quarterly
Economic Survey normally records the economy
in only two sectors: services and manufacturing
and the above data is arranged this way. Since the
last general election, Greater Manchester Chamber
has also been recording data for the construction
sector independently, allowing us to record the

CONSTRUCTION & MANUFACTURING SALES
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UK ORDERS

Domestic Demand

performance of this important industry separately
as well as being able to more accurately track a
more standard definition of the manufacturing
sector excluding construction - particularly
important recently as this sector has seen highly
volatile output data.
This quarter has seen no less volatility in the
construction sector data than in previous reports,
with an exceptionally strong 44-point increase in
the output balance to +32%, the strongest balance
in the three years that we have tracked this sector
separately. Construction industry order books also
look particularly strong with the balance rising to
+36%, again a record, and 46-points higher than
last quarter. A smaller sample size for this sector
means we must read the data with some caution,
though rises of this scale cannot be ignored and
are supported by external data sources and
anecdotal evidence from our members.
Greater Manchester local authorities’ planning
departments are reporting a large increase in
the number of planning applications suggesting
confidence in the wider construction marketplace,
though there remain some concerns about
whether the number of completions will keep
pace. The education sector remains buoyant as
universities and further education colleges seek
to improve their facilities to help attract students;
student accommodation, along with elderly care
and residential applications are some of the
strongest drivers of planning demand. Private
sector housing organisations are now looking
more actively to invest though are concentrating
on sites that will achieve a quick sale with a large
proportion destined for the private rental market.
The private sector commercial office market is
improving with evidence that joint ventures with

CONSTRUCTION & MANUFACTURING ORDERS
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INTERNATIONAL TRADE & EXPORTS

cont.

the public sector are progressing more quickly.
A number of developers are also now starting to
source finance from alternative sources rather
than deal with conventional sources of finance that
currently remain reluctant to expose themselves to
this sector.
The Chamber has heard from a number of
members in the construction sector about instances
where there have been requirements for remedial
work to be done on relatively new build property
that was commissioned in the downturn when cost
constraints drove the specification and material
requirements. These have subsequently not
withstood the rigours of use and other companies
have had to be used to put this work right. Whilst
this is a short term boost to the sector, ultimately it
is not sustainable and a longer term strategy must
be looked at.
“Help to Buy” will be entering its second phase
shortly when its mortgage guarantee scheme is
extended to all purchases from just new build.
Whilst early indications are that this is having
some effect and at the recent party conferences
announcements were made about new build
numbers - 200,000 announced by Labour - the
pace of build and the question of affordability still
remain as significant issues.

Across the ten local authority areas the Chamber
has seen a rapid increase in attendances at its
Action For Business Forums with some areas
seeing a 100% increase on 12 months ago. In
part this may be due to the decision to roll these
events into the Chamber membership package
but from conversations with members there is
a huge appetite to use these to grow business
opportunities as economic conditions pick up.
The comment below is from Chamber member
Neil Brabbs of ARC Window Films which
illustrates the point:
“What first appealed to me about the Chamber
was the access to advice and support on a range
of issues and the chance to network with other
local businesses.
“In the first month we saved enough money
to cover our membership for the year.
Since then we have received legal advice,
attended seminars and met new clients at
networking events.”

The coalition government came to power in 2010 proposing to rebalance the economy from
consumption to trade, powered by a march of the makers. Whilst a laudable aim, we were
unconvinced that it would easy or even achievable. Devaluation of Sterling by around a third has failed
to make a significant impact on our exports, though the cost impact for our imports has been plain
to see. The UK’s exports are mostly high quality, high value goods whose price has little additional
impact on our trading partners compared to the quality of the ‘Made in Britain’ brand.
Our trade balance has continued to disappoint
with the weak performance of the Euro zone,
our primary trade partner, perhaps contributing
most. Global trade too, however, is relatively
weak compared to recent forecasts and is
unlikely to drive significant growth in our goods
exports, though there are always regional
markets that will be outperforming the average
if companies can find them. Our service sector
exports continue to grow: our knowledge-based
economy is in firm demand in many markets.
Our deficit in manufactured goods is perhaps
driven more by our propensity to consume from
the world marketplace, as we have many large
and successful high-value exporting sectors with
world-leader status in chemicals, pharmaceutical,
nuclear, automotive and aerospace.
A large proportion of our manufacturing
industry’s output is destined for overseas markets.
After the Greater Manchester QES recorded a
weakening in manufacturing exports towards
the end of the 2012, we have now seen three
consecutive quarters of increasing international
demand from our member businesses. Export
order books have improved, too, after a small
weakening in their growth rate last quarter.

The very strong movements in the construction
data are the key drivers of the wider production
sector balances moving significantly more
positive. With construction excluded, the narrow
manufacturing sector data is more muted, but
still indicates firm growth. The domestic sales
balance has nudged down one point though is
healthily positive at +10%. Better news comes from
the order book, up five points to +8%, its highest in
over a year.

Previous reports have talked about the volatility
of international demand from our service sector,
perhaps due to uncertainty within the Euro zone.
The chart highlights this, but the trend rate from
EXPORT SALES
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Domestic Demand

International Trade & Exports

mid-2011 has been positive. This quarter has seen
order books strengthen slightly with sales gently
easing; overall, a steady quarter for this sector.
Official data from HMRC for North West exports
shows the quarter-on-quarter values for Q2 this
year to be broadly stable, allowing for a £300m fall
in the exports of mineral fuels - a volatile measure
which can move sharply. Year-on-year, both the
value of exports from our region and the number
of business involved in import and export have
stayed relatively steady.
Work continues to promote the opportunities
arising from exporting. This key message is one
that the Chamber has been advocating for a
number of years as it became obvious in the early
stages of the downturn that exporting businesses
were better protected against the problems
afflicting the domestic market.
Working with British Chambers of Commerce
and UKTI, the Chamber is heavily involved with
the Overseas Chamber Initiative. The idea behind
this is to set up a series of active networks directly
with Chambers based in 20 key growth markets.
This would offer direct access to overseas markets
and should offer a greater level of connectivity
for UK businesses. The launch of this initiative
will take place on 17th October at the BCC
International Trade Conference. Two days before
this the Chamber will be hosting a visit from six
EXPORT ORDERS
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INTERNATIONAL TRADE & EXPORTS
cont.

of the bilateral overseas Chambers from Malaysia,
Indonesia, Singapore, Thailand, Mexico and Turkey
which will include the chance for businesses
to have one to ones with representatives from
these markets.
In addition to this the Chamber has played host
to a number of overseas delegations and run trade
events. September saw 50 businesses attend a
“Doing Business in Russia” seminar and October
saw delegations from Pittsburgh and South
Carolina visit the city.
In addition to connecting business through our
local access global reach approach to export it
is important that we can also help service this
activity to give confidence and support quickly to
those businesses that decide to trade overseas.
The International Trade team already provides
crucial support through its advisor network,
access to funding and through the Chamber’s
Export Documentation service which the Chamber
is looking to build on with further services for
exporters in the next few months.
Other opportunities to connect local businesses
to overseas markets are being worked on for
the future.
NORTH WEST EXPORTS

Greater Manchester: Where the world
comes to talk business
In the last few weeks Greater Manchester Chamber
of Commerce (GMCC) has been playing a key
part in flying the flag for local business as a series
of high profile overseas delegations visiting
the region to talk business. With visits from
delegations from Pittsburgh, South Carolina
and with 6 national overseas chambers from
Indonesia, Malaysia, Mexico, Singapore, Thailand
and Turkey, the last few weeks have provided an
excellent chance for local businesses looking to
expand overseas.

Pittsburgh:
First in town on 24th September was a
delegation from Pittsburgh as they stopped over
en-route from Dublin to London. The delegation,
put together by Pittsburgh Regional Alliance
l attended a reception held at Manchester
Art gallery on the evening of 24th which was
attended by over 60 businesses before a
breakfast roundtable the following morning on
the opportunities opening up in the US for the
engineering and manufacturing companies in the
engineering sector.
The story of Pittsburgh decline as the main
steel production centre in the US and subsequent
rise again as a centre for advanced engineering
and manufacturing has great similarities with
Manchester’s own story.

Commenting on the visits, Chris Fletcher, at the Chamber said: “These
really are exciting times for local business looking to either export for the first
time or to grow their existing overseas markets. Businesses put great faith
in making connections in person. By having the opportunity to meet existing
business and business leaders from key overseas markets face to face a lot of
the mystique and uncertainty is removed.”
He remarked: “These latest events are a continuation of some work that we
have already had success with, such as the visit to New England earlier in the
year as well as our recent Doing Business in Russia event. By working with key
partners such as UKTI and with support from our export team things really
are now falling into place as regard making sure local business can see and
understand the benefit of trading overseas.
He concluded: “These are important events but really are the first steps in
a much longer journey. When our guests have departed it is important that
some form of legacy remains that can deliver more opportunities in the future.
We are determined at the Chamber that this happens.”

South Carolina:
A week after the Pittsburgh delegation of
businesses from South Carolina’s automotive
and aeronautical engineering sectors spent a few
days in the North West visiting the University of
Manchester and attending events at Daresbury
and in Liverpool.

Market Connections: Advice for Exporting:
On the 15th October the Chamber plays host
to 6 overseas chambers from Indonesia, Malaysia,
Mexico, Singapore, Thailand and Turkey as part of
build up activity to a major conference to be held
in London on 17th October. This event, organized
by British Chambers of Commerce, will see 14
other overseas chambers represented as the first
step in a new overseas chamber initiative in 20 key
markets which Greater Manchester Chamber is
playing a leading role.
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LABOUR MARKET

The Bank of England’s decision to introduce forward guidance now means that the
monthly headline unemployment rate from the Office for National Statistics’ Labour
Force Survey must be one of the most-watched data series. Governor Mark Carney has
stated that the Monetary Policy Committee will not consider raising Bank Rate (subject
to three “knockouts”) at least until this figure, currently 7.7%, falls to 7% or below. Carney
suggested that this would require the UK to create at least 750,000 new jobs, estimated
to take until the third quarter of 2016.
Employment numbers have been buoyant
since the recession, remaining higher than many
predicted. The number of people in work is
above the pre-recession peak, and the slower
fall in unemployment numbers can be attributed
to a marked rise in the population: the number
of people of working age is already over one
million higher than it was in 2008. This means
that unemployment may not fall back to trend
rates very quickly, even though private sector job
creation rates are growing steadily.
All four of the Greater Manchester QES
employment indicators have advanced strongly:
the expectations for employment from quarter
two into this quarter have been exceeded in both
primary sectors and businesses are increasingly
confident about further growing their headcount
moving into quarter four. There has been a
noticeable fall in the share of businesses who
attempted to recruit to temporary positions
suggesting that a larger share of those businesses
who are seeking to increase their staff numbers are
doing so through permanent contracts. Non-QES
data suggest that, at a national level, the service
sector is operating close to capacity with the
volume of backlogs beginning to increase, also

EMPLOYMENT IN MANUFACTURING
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suggesting that further job creation must now be
in the pipeline.
The QES balances of companies attempting to
recruit in this quarter are broadly stable, hovering
around the 50% mark. We continue to see
between six and seven in every ten of our member
businesses reporting recruitment difficulties, a
level that has been remarkably stable, particularly
for the service sector, since the beginning of 2010.
There is currently evidence of this trend reducing
toward pre-recession levels, heightening the
importance for the government of grasping the
issues within the skills system firmly.
The Chamber of Commerce has a contract
with the Department for Business, Innovation and
Skills to deliver Employer Ownership of Skills, a
programme designed to place employers at the
heart of the skills system. This allows SMEs to
come together in groups and commission training
that the system currently doesn’t provide or to
receive money to deliver training in house. More
information on this project can be found at http://
www.gmchamber.co.uk/skills_and_development.
The Chamber has also recently launched its Skills
Brief - a monthly newsletter highlighting the

EMPLOYMENT IN SERVICES
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LABOUR MARKET
cont.

activity it is taking to deliver a skilled workforce
for Greater Manchester businesses. The latest
issue can be found at:

RECRUITMENT IN MANUFACTURING

One of the issues with this is that
legally there is no definition for a
zero hours contract.
The following definition was the
clearest available and is from the BBC
New website. This was given out at
Septembers A4B forums and members
views obtained as to the viability and
need for zero hours contracts:

http://www.gmchamber.co.uk/service_
brands/the-skills-brief
Over the past few years, a number of
accepted business practices from time to time
come under the media spotlight when misuse
or even abuse of certain legislation takes place.
Recently, zero hours contracts have been a
major discussion point at recent Action For
Business Forums.
Initial feedback from certain sectors, social
care in particular, illustrates that in many cases
these contracts are vital for their business
and in some cases are the only way that some
government contracts can be delivered.

RECRUITMENT IN SERVICES

What is a zero hours contract?
Other examples showing the scale of this
as an issue revolve around colleges having
certain tutors and lecturers on zero hours
contracts quite simply as they are only required
for small sections of certain syllabuses when
their specialist input is required. These staff
are often employed elsewhere full time and
the call is on their area of expertise. Zero hours
contracts allow them ultimate flexibility to work
in this way.

An ordinary employment contract is an agreement between
an employer and an employee. There are certain core terms
of employment that are critical to the relationship. For
example, the employee has to turn up for work, the employer
has to provide work, and the employee must work a set
number of hours, normally about 40 hours per week, with a
one-hour break for lunch.
An ordinary employment contract gives the employee
security that he or she will get work and get paid for 40
hours per week. It gives the employer the security of knowing
that the employee is there to do the work. It also creates an
employment relationship which gives the employee quite
extensive employment rights under employment legislation,
such as the right to maternity leave.

INVESTMENT IN TRAINING

Leading politicians have been jostling with
each other to rightly condemn any misuse
of these contracts whilst not seeming to
understand how, if used correctly, they can be
of great assistance to business in a modern
labour market.

Zero hours contracts remove all this.
Vince Cable, the Business Secretary, is
currently leading a task force looking at this
issue. The Chamber is still seeking members’
views on this and the issue was recently
discussed at the Policy Committee meeting
with a view to formulating a Chamber stance
on this issue.
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The aim of zero hours contracts, which are sometimes
known as casual contracts, is not to contract with, and pay,
individuals to work a set number of hours per week, but to
use and to pay individuals only as and when required.
(BBC News Website)
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CONFIDENCE & INVESTMENT

Growth in capital investments returned in mid-2011 though has remained relatively
weak since then, despite gradually increasing confidence. As our Chief Economist has
highlighted in his overview, confidence comes before investment, and businesses need
greater certainty about future demand and its ability to repay investment costs before
committing themselves to new infrastructure. With that confidence lacking over the
recent past, investment levels have stayed low, despite policy changes such as a timelimited increase in the Annual Investment Allowance.
A number of non-QES data sources have, since
our previous report, noted increasing levels of
confidence amongst businesses in many sectors
and last quarter the QES showed that confidence
had risen to its highest level since the general
election and emergency budget in 2010. This
quarter has seen a significant step forward with
all four confidence indicators increasing further.
Each now stands not only above the 2010 peak,
but level with the pre-recession peaks of 2007
which are themselves record highs for the
Greater Manchester QES.
The two primary confidence indicators within
the QES, profitability and turnover, tend to track
each other closely. This quarter’s results has seen
a divergence in these measures for the service
sector. The turnover balance has risen nine
points to +52% while the profitability balance is
close to flat, rising just one point to +35%. This
could imply that the sector, whilst performing
better in terms of headline sales, is suffering
pressure on profit margins.
Investment indicators in the QES have
also moved more positive this quarter, likely
bolstered by last quarter’s positive output and
confidence balances. Capital investment in the
manufacturing has surpassed its recent high of
early-2012 and service sector investment stands

MANUFACTURING CONFIDENCE
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In July, the Government issued the HS2
consultation on the routes from Birmingham to
Manchester and Leeds. The consultation is open
until January 2014 to allow for proper discussion
and understanding about the project. As a
Chamber we lobbied for increased rail capacity
and investment for years, and will continue to
support the HS2 project as it moves forward – we
will be collecting your views at events during the
autumn. However, in recent weeks there has been
a lot of media coverage of reports on how HS2
costs are escalating and various “business leaders”
are calling for the scheme to be scrapped.

at its highest post-recession. Official national
statistics suggest that business investment fell
in Q2 and we registered that it in the last QES
report. This quarter’s survey data is much stronger
suggesting both that official data should see
this rise too in due course and that increased
confidence is now beginning to feed through into
tangible investment. Both broad sectors have
recorded a sharp rise in their investment in their
workforce training, also now standing at a postrecession high.
As regards investment at a national level plans
do not come much bigger nor more ambitious
than those for HS2.

It is true that the Department for Transport has
increased the costs of the project to £43 billion,
but we have to bear in mind that when the West
Coast Main Line was upgraded it cost almost £10
billion, and is almost full already, despite the years
of disruption the upgrade caused. Towns like
Blackpool and Shrewsbury have recently been
denied direct rail services to London because of
lack of space on the line.

The amount of press coverage given to this has
quite rightly been proportionate to the scale of the
project and what it will achieve - it is a once in a
generation opportunity - though the balance of the
argument has at times been distinctly one-sided.
Below is a summary of the Chamber’s position
on this project and, more importantly, some of the
reasons - not often shared in public - as to why this
project is crucial for the future economic benefit of
the country.

HS2 estimates that the project will return around
£2 worth of benefit to the economy for every £1
invested but we need to bear in mind that the
economic benefits of HS1 (Kent to London) were
independently judged in 2009 to have been
£20bn–40 times the estimate when the project
was first planned.

High Speed Debate – Emma Antrobus 28th August

SERVICES CONFIDENCE
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Confidence & Investment

The West Coast Main Line is the busiest
mixed-use railway in Europe, used by 12 different
operators and carrying a quarter of all UK rail
freight. The desire to move more freight by rail
means that over the next 20 years there will be
around 3% year on year growth in rail freight that
needs to be accommodated, taking lorries off our
congested roads. This equates to up to 500,000
fewer journeys per day.
HS2 has been predicted to create 400,000
jobs and 2,000 apprenticeships with 20,000
employed during construction. It already provides
valuable employment for 800 graduate engineers
who are designing the railway and minimising
its environmental impact at a time when we are
struggling to get enough young people interested
in careers in engineering and science. HS2 is a
great opportunity to boost the skills base of the
UK, supporting those engineering skills that were
disappearing with an ageing workforce.
So, HS2 has the opportunity to be a
transformational project, not just in transport terms
but in developing the skills and experience of a
generation of workers, and boosting the economy.
HS2 is an investment in the future of the UK and
that is why we, as a Chamber, will continue to give
it our support.

EXTERNAL FACTORS
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COSTS & PRICES

Inflation has been a sticky topic for the Bank of England of late. Having remained above
the 2% target for all but six months since October 2007, the effect of relatively high
inflation during a weak recovery has placed significant pressures on household income,
translating into weaker demand. Inflation is now easing back and we’re expecting a
stronger fall in October when education costs fall out of the annual comparison though,
after that, rates are unlikely to come down much further. Producer input prices have also
eased over the past few months meaning that most future inflation will be driven by the
service sector whose long-run average is around 3.5%.
Some good news came from the Office for
National Statistics in September suggesting that
the total employee compensation grew by 2.9%
in the second quarter of the year - the largest
quarterly rise since 1989 — indicating that we may
be about to see the start of higher pay settlements.
Whilst this will be a pressure for businesses in
the short-term, it’s vital that we begin to see
household income at least level out in real terms,
and preferably begin to strengthen, before we can
say with certainty that the recovery is secure in the
medium term and beyond.
Businesses from both primary sectors noted an
increase in inflationary pressure for their output
prices this quarter with pay settlements being the
main driver. With employment numbers above
their pre-recession peak, competition for labour
of all kinds, and especially for experienced, skilled
staff is fierce. In some sectors with particular
skill shortages there are reports of employees
being able to confidently name their price. As
the recovery continues, individuals will feel more
confident about negotiating pay rounds and we
expect salaries to begin to rise over the coming
months.

Within the QES data, concern over business
rates remains flat - not unusual during the middle
of the financial year - but with October’s inflation
statistics announcing the expected rise for next
April, they’ve been a hot topic at our Action For
Business Forums. It is one of the most common
issues that is raised, probably more so than any
other.

PRICE PRESSURES IN MANUFACTURING

For a number of years we have highlighted
member concerns over the inexorable rise of the
tax take from Business Rates. To date despite
numerous representations ahead of Autumn
Statements and Budgets there has been little
acknowledgement of this burden on business by
government.
Recent announcements by Shadow Chancellor
Ed Balls on freezing the current rates was a half
step in the right direction but as pointed out
this move could fall flat as the function and
methodology that it is based on is flawed.
INTENTIONS TO INCREASE PRICES

PRICE PRESSURES IN SERVICES

This month we will find out how much
more each and every business with dedicated
premises will have to pay from April 2014 and
for Greater Manchester that bill is likely to be
between 25 and 30 million pounds, enough
to employ over 1,000 people on an average
salary. The current government has chosen
to delay the next revaluation by two years
meaning that our members are having to pay
this tax as a proportion of the 2008 valuation
of their premises until 2017, a value which will,
in some cases have fallen by half since then.
Whilst any intervention in this system is
laudable, Mr Miliband’s announcement of
a freeze for the 2015/16 and 2016/17 bills
does nothing to speed up the delayed
revaluation and doesn’t begin to deal with a
system that is attacking the viability of small
businesses and our high street. Deciding to
offset the cost of this policy by raising the
rate of corporation tax for larger businesses
risks sending entirely the wrong message
that businesses are welcome here and
unnecessarily creates additional complexity in
our already complicated tax system.

Many other influences, including external
pressures, are relatively benign this quarter.
Competition fears within the manufacturing sector
have fallen eight points to 55% and remain level
within services. Both main sectors have seen a
small rise in worries about corporate taxation - odd
whilst the main rate of corporation tax is falling but may be symptomatic of general concerns over
rising regulatory and compliance costs, particularly
as Real Time Information and pensions autoenrolment are both being introduced.
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Our members have been telling us for many
years that the way the current business rates
system operates is grossly unfair. Businesses
are expected to pay a percentage of the
assessed rental value of their property –
regardless of whether they make any profit
– without any tangible benefits in return.
It is, in essence, a tax on businesses that
disproportionately hits smaller and young
businesses hard.

CASHFLOW
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Costs & Prices

Leaders of all political parties should
cease tinkering with policy, instead focusing
resolutely on those barriers to growth which
are holding businesses back. Our members
tell us they want to work hard, employee
people and grow and, if our politicians are
serious about ensuring that Britain win the
global race, they must begin to tear down the
obstacles in their way and not merely litter the
route with meaningless signposts.
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RECENT QUARTER RESULTS - MANUFACTURING
DELIVERIES & ORDERS

RECENT QUARTER RESULTS - SERVICE

Q4–12

Q1–13

Q2–13

Q3–13

UK sales

5

-2

3

17

UK orders

-2

-5

-2

Export sales

6

8

17

Export orders

-5

13

9

DELIVERIES & ORDERS

Q4–12

Q1–13

Q2–13

Q3–13

UK sales

17

15

12

27

18

UK orders

10

7

7

20

21

Export sales

17

8

17

13

19

Export orders

8

4

13

15

LABOUR

LABOUR

Employment in the last quarter

3

10

13

21

Employment in the last quarter

12

12

13

17

Employment expectations for next quarter

10

17

18

29

Employment expectations for next quarter

16

19

16

22

% Tried to recruit staff

47

47

50

53

% Tried to recruit staff

49

55

47

52

If yes, were they for: 			

% Part-time jobs

19

14

8

9

If yes, were they for: 			

% Part-time jobs

33

31

36

33

					% Full-time jobs

75

77

87

81

					% Full-time jobs

74

73

70

72

					% Temporary jobs

29

28

22

18

					% Temporary jobs

20

24

21

12

					% Permanent jobs

40

38

34

36

					% Permanent jobs

43

35

34

33

% Recruitment difficulties

78

72

67

69

% Recruitment difficulties

63

67

63

64

If yes, were they for: 			

% Skilled manual/technical

51

56

52

56

If yes, were they for: 			

% Skilled manual/technical

21

23

31

24

					% Professional/managerial

16

14

13

17

					% Professional/managerial

22

16

18

23

					% Clerical

36

34

29

31

					% Clerical

31

38

36

30

					% Semi/unskilled

16

13

13

18

					% Semi/unskilled

18

18

15

19

CASH FLOW

-6

-4

-4

8

CASH FLOW

3

-2

-4

8

INVESTMENT PLANS

INVESTMENT PLANS

Investment plant & machinery

5

8

9

15

Investment plant & machinery

5

3

4

10

Investment training

11

14

9

18

Investment training

16

12

11

19

Turnover

31

26

34

54

Turnover

39

39

43

52

Profitability

14

9

20

35

Profitability

30

30

34

35

36

28

27

36

% At full capacity

35

35

32

33

17

21

13

16

CONFIDENCE (FOR NEXT 12 MONTHS)

CONFIDENCE (FOR NEXT 12 MONTHS)

PRODUCTION

PRODUCTION

% At full capacity
PRICES/COSTS

PRICES/COSTS

Balance of firms expecting to increase prices

20

18

9

17

Balance of firms expecting to increase prices

Is your business currently suffering

% Pay settlements

18

14

18

24

Is your business currently suffering

% Pay settlements

13

13

11

16

pressures to raise its prices from

% Raw material prices

58

61

56

58

pressures to raise its prices from

% Raw material prices

20

21

17

18

any of the following			

% Finance costs

20

18

16

13

any of the following			

% Finance costs

18

17

15

14

41

45

37

37

					% Other overheads

42

42

42

42

14

17

16

19

					% Other overheads
EXTERNAL FACTORS

EXTERNAL FACTORS

Affecting your business more than

Interest rates

three months ago			

Exchange rates

16

19

18

12

Affecting your business more than

Interest rates
Exchange rates

17

29

32

27

three months ago			

14

14

16

15

					Business rates

39

34

32

31

					Business rates

30

30

28

28

					

29

30

22

25

					

30

31

21

24

Inflation

Inflation

					Competition

59

55

63

55

					Competition

44

50

53

53

					Corporate Taxation

32

29

25

29

					Corporate Taxation

24

23

19

24

285

234

246

197

Number of respondent companies

519

612

455

359

71499

20453

31506

17195

108723

221774

79751

126119

Number of respondent companies
Number of employees
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Number of employees

Recent Quarter Results
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For further details about information
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