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02 Chief 
Executive’s 
Foreword

Once again the Chamber has had a high  
response from the region’s businesses to 
the Q1 2012 Quarterly Economic Survey, 
with 811 businesses taking time to help 
provide the first significant economic  
assessment of the calendar year. Be in no 
doubt as to the significance of this work 
and my thanks go out to each and every 
one of those businesses. This survey makes 
people sit up and listen to what we have 
to say but we cannot do it without your 
continued support.

“I take much heart from 
the resilience of  
businesses in the Greater 
Manchester region as I 
read the results of this 
quarter’s economic  
survey.”

Being careful not to spoil your reading of 
this report I recall the last set of survey  
results for Q4 2011 we published in the 
final weeks of the year. The weakening 
caused by ongoing uncertainty over our 
main trading partners’ own economies 
and the continued squeeze on households 
caused by inflation could be seen in those 
results, but businesses demonstrated their 
cautious optimism by maintaining a  
positive level of confidence overall. 

The Chamber refused to accept that the 
economy was heading for what some 
believed to be an inevitable slide back into 
recession as retailers were forced to heavily 
discount to entice shoppers to part with 
their cash in the run up to Christmas and 
unemployment continued to rise. Having 
taken a realistic view of the economy’s 
position and the expectations for growth it 
was clear that whilst the outlook was weak, 
businesses in the Greater Manchester area 
were not yet ready to throw in the towel. 
Being at the heart of the country’s most  
intensive area of economic activity outside 
of London we understood that growth would 
remain weak, but we were well placed to  
respond to the current economic 
challenges.

One key issue we must take from this  
survey is the difficulty that firms are  
reporting when they try to recruit  
people with the right skills. At this time 
of such elevated levels of unemployment, 
particularly amongst our young people, 
this is a serious problem. The Chamber 
has been concerned about the skills level 
of our young people and a lack of focus 
on science, technology, engineering and 
mathematics. For too long there has been a 
disconnect between education and  
training provision and the needs of  
business. The Chamber is looking to secure  
involvement in the first pilot project that 
will give ownership of the skills agenda to 
business so that they can procure the right 
training that will support businesses to 
grow in our region.

This is just one example of how this survey 
and your input influences the Chamber’s 
work. With your continued input we will 
be able to progress the wide range of work 
that we currently undertake on your behalf, 
a summary of which can be found at the 
end of this report. We will update you on 
progress regarding the employer ownership 
of skills pilot in our Q2 report and, if you 
have any questions of me or the Chamber, 
please do not hesitate to contact us.
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Businesses demonstrated a degree of resilience in Greater  
Manchester, with confidence remaining positive and private  
sector jobs still being created towards the end of 2011. As  
Christmas approached inflation was taking its toll on consumers 
and the Eurozone uncertainty continued. Throughout this  
however there were some positive signs, both at home and abroad, 
that gradually economic conditions were improving. These survey 
results will not disappoint and reinforce that positive sentiment.

Double Dip will be avoided
Reviewing the results of this quarter’s survey the Chamber believes 
that concerns over a return to recession are unfounded. The usual 
correlation between our results and the national picture assure us 
that on this performance the UK economy will avoid a technical 
recession after posting a negative growth figure for the final  
quarter of 2011, though challenges remain and the key to the 
recovery is business investment. 

Some describe it as a zig-zag, bumpy or choppy road to recovery, 
we prefer to stick with a low growth environment, as a whole we are 
moving in the right direction.

Pressures on the domestic market to continue
The domestic economy continues to show slow growth and this is 
set to continue. Further rounds of public sector cuts will inevitably 
place pressure on the domestic market, as a result of reduced 
expenditure and job losses. Although inflation has fallen it is  
unlikely to fall much further and should it undershoot the 2%  
target this will only be temporary and there is no risk of  
deflation. The weakness of Sterling and a recent increase in oil 
prices is heaping more costs onto businesses and households as 
the Sterling price of oil now stands around the £80 per barrel mark, 
higher than the peak reached when oil prices hit their highs in 
2008. The inflation linked increase of 5.6% in business rates this 
April will also add to the challenges for business.

Improving Picture
The domestic picture however does remain somewhat mixed.  
Overall the results indicate a further weakening of the  
domestic market. Our broad measure of manufacturing disguises 
the improvement manufacturers are seeing in the domestic market 
compared to the construction sector. Construction has witnessed 
signs of a recovery, though it is the larger firms that are steadily 
progressing. Smaller firms remain challenged by reduced  
household spending and are competing with larger firms.  
The service sector is making progress and this quarter the  
underlying results, excluding the financial and professional  
services sector in the city centre, shows a better performance. 

Exports continue to lead growth
It is clear that exports continue to drive performance in our region 
and there is a marked difference in the performance between those 
businesses that do export and those that don’t. To what extent the 
relative weakness of Sterling is having on the level of exports is 
unclear, but what is clear is that there are opportunities for British 
businesses overseas. The US has quietly raised its debt ceiling once 
again after the furore of last summer’s political wrangling, and  
although this continues to support growth in the US economy, 
with a positive effect on world growth and confidence, one must 
question for how long this situation will continue. The easing of 
concerns in the Eurozone is also positive for our exporters and from 
our own intelligence we know businesses in the region are looking 
towards new and emerging high growth markets. Support for our 
exporters was announced in the Autumn Statement and the  
Chamber is supporting activity to help businesses looking to access 
new markets overseas.

Economic  
Outlook
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Access to finance and credit conditions
Though businesses are continuing to see challenges accessing 
finance, this year’s Budget announced a new scheme to help 
improve access to finance for smaller businesses and help to keep 
interest rates lower. Investment intentions are increasing and this 
new source of finance will be welcomed if it is easily accessible. 
With pressure on households, until recently the major driving force 
behind growth, it is vital that business investment is stimulated not 
only to drive growth but to create jobs and enable the country to 
keep pace and compete in the global marketplace. Our one note of 
caution on this point is to what extent business investment  
decisions this quarter are being brought forward by the lowering 
of the Annual Investment Allowance from £100,000 to £25,000 in 
April, which we believe should have been abandoned.

Interest rates and quantitative easing
Whilst we do not foresee an imminent rise in the Bank of  
England interest rate, this is not holding back increases by the 
banks themselves as bank funding costs, the impact of capital 
rules and other costs arising from the Vickers Report are  
increasing for these institutions. However what we do  
anticipate is that the encouraging performance outlined in this 
report suggests that the Bank will be looking at interest rate 
increases before the end of this year. The Bank has injected more 
money into the economy since our last report, that the Chamber 
feels was premature and unnecessary. The extension of the asset 
purchasing scheme has further weakened Sterling, put pressure on 
the domestic economy through inflation and done nothing to  
support the regions. More should have been done to direct some of 
the asset purchasing scheme money towards infrastructure  
investment in the regions, to support business investment and 
longer term growth.

Better Placed
The Greater Manchester region has demonstrated that in spite of 
the challenges we face business is well placed to support growth. 
However there remain many challenges ahead and growth will 
be held back if issues around investment, particularly connectiv-
ity, are not addressed. Northern Hub and elements of the Atlantic 
Gateway project are essential to deliver growth, investment and job 
opportunities in the future so that we can continue to build on the 
region’s encouraging performance.

16%
(up 5%)

14%
(up 14%)

Manufacturing 
Exports

Service  
Exports
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Manufacturing
Q1 2012 turned out to be a much better quarter overall for the 
manufacturing sector than might have been anticipated from the 
Q4 2011 report of weakening confidence, investment intentions 
and employment creation in the sector. Once again however we 
need to dig into the detail of this sector’s figures to find what is  
really happening. Manufacturers themselves have had a very 
impressive quarter, with much stronger demand and confidence 
bouncing back. That confidence has brought with it stronger  
investment plans, job creation has improved and expectations to 
recruit ahead are also strong. In contrast the construction sector 
across Greater Manchester continues to struggle and this quarter’s 
results suggest the sector is suffering from a setback after two 
quarters that brought hope that the worst for construction was 
over.

The domestic demand measures for the broad sector weakened 
from a balance of +9% to +4%, but was a better outcome than the 
order measure had suggested, being flat in Q4, but now -1%, which 
would be a concern had it not been for the much stronger  
manufacturing businesses which saw sales and order balances of 
+22% and +17% respectively, in contrast to the -28% and -37% for 
construction firms. Larger construction firms saw steady demand, 
but it was the smaller firms that are struggling to find enough 
work.

Export demand has picked up after a weaker Q4 outturn. The  
measures for the broad sector at +16% and +15% for sales and  
orders are entirely driven by growing export demand for  
manufacturing businesses as construction sector figures are flat. 
Greater Eurozone stability will give business confidence and  
support exports, along with improving US growth and evidence that 
businesses are seeking to enter emerging markets.

Job creation in the broad sector continued to grow and the balance 
of +12% far outstripped the expectations of Q4 that were -1%, 
and looking ahead expectations are a very encouraging +14%. As 
expected in Q4 the construction sector is likely to have seen the 
number of those in employment fall as the balance was -15%, but 
manufacturing businesses have strengthened job creation and 
intentions to recruit moving forward with balances of +28% and 
+21%. It is interesting that the number of permanent full time  
positions has strengthened and temporary part time have  
weakened, possibly reflecting a change in the Agency Workers’  
regulations. There is one concern about the employment  
expectations moving forward and that is the recruitment  
difficulties measure of 74%. This measure has not been higher 
since Q3 2005 and reflects the problems the sector has filling 

skilled vacancies. Other surveys are picking up a similar trend.
Confidence in the sector is up after dipping in Q4, with the balances 
for turnover and profitability up to +25% and +6% respectively 
from +15% and 0%. Confidence amongst manufacturing  
businesses has strengthened quite markedly, which highlights the 
sharp deterioration in the construction sectors outlook. Though, as 
noted above, the challenge in the construction sector is being most 
felt by smaller firms. Whilst this is a concern it perhaps does not 
reflect the overall expectations for the sector’s performance in the 
next 12 months.

Manufacturing confidence appears to now be driving  
investment. Investment in training (+12%) has been a feature of 
recent quarters given recruitment challenges, but this quarter has 
seen the highest balance (+13%) for investment in plant and  
machinery since Q2 2008. Whether some of this investment is 
due to bringing plans forward to beat the reduction in the Annual 
Investment Allowance remains to be seen, but it is manufacturing 
businesses that are driving these investment levels,  rather than 
constructors. Cashflow remains a difficulty for construction, but is 
marginally positive for manufacturing.

A fall in businesses operating at capacity (35% to 25% this quarter) 
could be indicative of the increases in productive capacity resulting 
from recruitment and investment, but despite increased  
capacity firms have greater intentions to increase prices. This  
appears to be most influenced by concerns over raw material prices 
that increased this quarter (65%) but wage pressures decreased to 
15%. There was little movement in the external factors affecting 
businesses across the broad sector with perhaps the exception of 
inflation concerns that fell back to 34% from 43% in Q4. A  
breakdown of the factors influencing prices and external factors 
across construction and manufacturers can be found in the  
appendix.

Services
After two difficult quarters the service sector overall had a much 
better quarter, getting most of the way back to its Q2 2011 position 
that had shown such promise. It was also evident from the data  
received that the influence of the financial and professional  
services sector in the city centre on overall service sector  
performance was not distorting the overall picture. We take this 
to be an indication that the service sector is generally starting to 
perform better as a whole.

Sector Overview
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isappointing, now at -3% and -2% respectively. Domestic demand has weakened moving into Q1 but continues to 
see growth, down to +6% from +9% in Q4, and the orders  
measure has turned positive (+2%), after a negative (-2%) Q4 
result. Continued austerity acting at the regional level (as UK 
Government spending since the emergency budget has overall had 
a positive impact on national growth), increasing unemployment 
numbers in the region and weak consumer confidence continue to 
dent demand in the domestic economy, however there was a much 
better performance overall due to export demand.

Export demand for services has strengthened mainly as a result of 
Eurozone policy makers reaching an agreement over debt  
sustainability and better US growth prospects. There was  
considerable upturn in the export measures from 0% and -7% to 
+14% and +11% for sales and orders respectively.

Over recent quarters the service sector has proved to be overly 
optimistic when it came to recruitment expectations, however Q4’s 
more modest expectations (+8%) were almost matched as the 
employment balance reached +7% and looking ahead expectations 
have accelerated to +18%. Continued positive sentiment for job 
creation in the region is very welcome give the recent sharp rise in 
the claimant count and unemployment. There also seems to have 
been a jump in the number of full time positions filled by service 
sector businesses, though there was a similar jump in Q1 2011. 
Recruitment difficulties however remain at a high level and have 
not now been higher since Q2 2005 at 69%, clerical jobs being the 
hardest to fill. 

Cashflow maintains a negative balance of -5%, slightly down from 
-2% on the previous quarter, however this has not dampened  
service sector firms’ willingness to invest in their people. The  
investment in training improved from +5% to +11% over the  
quarter, though investment in plant and machinery remaining 
almost flat at +1%.

Confidence among service sector businesses has been somewhat 
robust through recent quarters, seeing only a slight fall in Q4 to 
+29% and +21% for turnover and profitability respectively, though 
these measures have shown an improvement to +33% and +22%.
Weak demand, despite export demand picking up has resulted in 
the proportion of firms operating at capacity falling from 36% to 
30%. The intentions to increase prices in the sector have also fallen 
back from +26% to +20%, the biggest pressure on prices being 
other overheads, possibly the impact of higher fuel prices but this 
was not seen by manufacturing firms.

External factors impacting on service sector firms have seen an 
easing of inflation concerns but pressure from competition is 
intensifying. The sector is seeing better growth prospects and weak 
job creation is now strengthening. This should help support growth 
moving forward.

4%
(down 5%)

6%
(down 3%)

UK 
Manufacturing 

Sales

UK Service  
Sales
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Demand

Sales
Whilst both manufacturing (down five points to +4) and service 
(down three points to +6) sectors have seen a slowing in the growth 
rate of UK sales, we are nonetheless pleased that the indicators 
both remain positive. There is another strong performance from 
narrow manufacturing this quarter which has posted a  
thirteen-point rise in sales to stand at +22%.

Orders
The order measures (looking to next quarter) are weaker than the 
sales measures: manufacturing stands down one point at   -1%, 
though this is down to a poor quarter for construction as narrow 
manufacturing stands at +17%, up twelve points on the quarter. 
The service sector’s order measure is now showing growth again, 
rising four points to +2%.

Construction
The data for the construction sector shows there has been a very 
challenging quarter for this industry. Domestic sales have fallen 
by 34 points to -28% and order books have declined by 28 points 
to -37%; this indicates a sharp contraction in construction sector 
demand in the UK market place. This sector has had a particularly 
volatile recovery with confidence hit hard. As an industry which 
is heavily reliant on both public sector orders and access to large 
scale financial lending, the lack of confidence and hampered this 
industry’s recovery.

UK Sales

UK Orders

The results for UK sales and orders are weak this quarter, but three of the four measures continue to show 

growth. Narrow manufacturing (excluding construction) continues to perform particularly well despite the 

constrained trading environment.
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Export
Demand

Services
The second half of 2011 showed a sharp and concerning downturn 
in export demand for the service sector. Fear of the outcome of the 
tribulations in the Euro zone was almost certainly to blame, this 
quarter’s data appears to suggest that the immediate concern over 
this market has eased and the losses of last year have been almost 
wholly recovered. Both sales and order figures have risen fourteen 
points this quarter; sales now stand at +14% from flat last quarter 
and orders at +11% from -7% in Q4.

Manufacturing
The manufacturing sector has had - compared to the service sector 
- a more stable recovery; the sector has shown continued  
expansion on both indicators for two-and-a-half years, though the 
size of that growth has fluctuated. Both sales and orders for the 
sector grew this quarter (sales up five points to +16%, orders up six 
points to +15%) and the measures for the construction sector were 
flat.

Manufacturing Exports

Service Exports

This quarter’s QES results show that 38.7% of respondent companies are active exporters. Volumes of sales and 

orders across most sectors remain strong with a particularly good recovery for the service sector which showed 

a sharp downturn in Q3 2011. In addition to the QES data, the most recent quarterly regional trade figures from 

HMRC show that the North West has had a good year, increasing its total exports of goods by 7% in 2011.



Employment
The manufacturing sector’s four consecutive quarters of increasing 
growth in employment have come to an end this quarter, though 
the easing is small at just two points and the indicator remains 
firmly in positive territory at +12%. Stronger news for the sector 
comes on the back of its recent decline in the expected change 
measure, an index which quantifies businesses’ intentions to hire 
in the following quarter. Two consecutive quarters of decline in this 
measure at the end of 2011 (falling to -1% in Q4, the first time the 
index was negative for over two years) has been reversed strongly 
this quarter, rising 15 points to +14%. The weaker picture for 
construction is shown here too with an employment figure of -15%, 
down 25 points on last quarter. The sector’s forward-looking  
measure is more positive, however, and indicates some weak 
growth at +1%, nine points higher than in Q4 2011.

The service sector has seen a second quarter of a falling measure of 
actual change in recruitment, though it remains in growth  
territory, easing just one point to +7%. Whilst the sector is  
invariably overoptimistic about its ability to recruit in future  
quarters, the forward-looking index has seen an upturn of ten 
points to stand at +18%, indicating that we may see the  
recruitment levels for Q2 pick up from this quarter’s position.
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10 Labour 
Market

Employment in Manufacturing

Employment in Services

Greater Manchester’s private sector continues to struggle in wholly offsetting the losses both from public sector 

spending cuts and continued contraction in some sectors and geographies, though job creation levels are firmly 

positive.

All four measures for recruitment and employment looking backwards over this quarter show some weakening, 

though the movements are only small. As in other sections of this report, narrow manufacturing significantly 

outperforms its wider measure as the construction sector is driving many measures to the downside. Measures 

looking forward to Q2 give some cause for optimism with the levels of expected employment rebounding to those 

seen in the first half of 2011.
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Recruitment
As we would expect, in the same way that there has been a gentle 
easing in the number of businesses whose workforces increased 
this quarter, there has been a small decrease in the measure for 
those who tried to recruit. Following three level quarters,  
manufacturing has seen this measure ease by three points to 
+48%. Whilst both narrow manufacturing and construction saw 
this measure lower than last quarter, construction fell rather more 
(down eleven points to +39%) than narrow manufacturing (down 
one point to +51%). Within these small declines there is good news 
in that the number of full-time and permanent positions being 
recruited to has increased and part-time and temporary positions 
have decreased. Nonetheless the number of firms reporting  
difficulties in filing positions has increased again this quarter and 
now stands at +74%, up five points from Q4. This is primarily driven 
by a sharp increase (13 points) in the measure for skilled manual 
and technical positions being hard to fill.

The service sector sees a very similar picture. The balance of firms 
who tried to recruit also eased back by three points to +45%, and 
there has also been an increase in the balance of positions  
advertised being full-time and permanent. Businesses reporting  
difficulties in filling positions have risen by one point to +69%, 
highlighted by increased difficulties for clerical and skilled manual 
positions.

Recruitment in Manufacturing

Recruitment in Services



Capital Investment
The manufacturing sector has recovered last quarter’s easing in 
growth in plant and machinery investment and continued to build 
on those levels to stand at a four year-high of +15%. The measure 
varies for narrow manufacturing and for construction with the for-
mer up twelve points to +22% and construction’s investment down 
eight points to -6%. The service sector’s capital investment plans 
have weakened for the third consecutive quarter and now stand at 
just +1%, a fall of one point on the quarter.

Training Investment
Investment in training levels have held level this quarter at +12%, 
though this is split between construction staying steady at +8% 
and narrow manufacturing easing slightly by two points to +15%. 
This comes on the back of some strong quarters for training from 
manufacturing, reflecting the difficulties in recruiting to skilled 
manual and technical positions. The service sector has made some 
greater investments in training this quarter, recovering the dip it 
experienced last quarter. This measure is up six points to +11%.
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12 Confidence &  
Investment

Investment in Plant Machinery

Investment in Training

Confidence has increased on all four indicators this quarter, though manufacturing’s profit growth forecasts are 

weak; this is driven by a sharp contraction within the construction sector. 
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Business Confidence
Confidence has risen on both indicators for both broad sectors this 
quarter though again there is a divergence between construction 
and narrow manufacturing. On the broad manufacturing measure, 
turnover is up ten points to +25% and profitability is up six points 
to +6% from its flat measure last quarter. The more narrow figures 
show that construction’s turnover measure has fallen fifteen points 
to -12% and its profitability expectations are down seven points to 
-27%. Narrow manufacturing is much more upbeat with turnover 
up 18 points to +45% and profitability up seven points to +22%.
The service sector’s confidence measures have not risen  
dramatically but have continued to increase this quarter. Rising 
four points to +33%, turnover has regained last quarter’s easing 
and profitability has nudged up one point to +22%. 

Manufacturing Confidence

Service Confidence



Cashflow
Our thoughts last quarter that the service sector’s cashflow 
measure may turn positive haven’t been realised. Easing back 
three points to -5%, the pressure here is clearly still being felt. 
Manufacturing’s measure, though also weak and still negative, has 
improved slightly this quarter, standing at -10%, up one point from 
Q4. Again, this figure hides a larger drop in construction’s measure: 
down seven points to -33%.

Prices
We see a mixed picture this quarter around intentions to increase 
prices and for the reasons why, though the broad trend remains 
to the downside. Narrow manufacturing has seen its measure rise 
three points to +30% with construction seeing a fall of nine points 
to +3%. Aggregated, this leaves broad manufacturing up seven 
points on the quarter at +19%. The service sector has seen easing 
in its inflationary measure this quarter, down six points to +20%.

The principal inflationary cause for manufacturing businesses  
remains raw materials and this measure has seen a rise this  
quarter of eight points to +65%. This is driven by the construction 
sector which reported a 13-point rise to +51%; narrow  
manufacturing saw a one-point fall in its raw material measure to 
+74%. All other measures saw small falls in their levels this quarter.
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14 Costs and  
Prices

Cashflow

Intentions to Increase Prices

The QES shows that broad inflationary pressures show signs of continuing to ease this quarter, though busi-

nesses in all sectors have indicated a rise in the costs of raw materials. Cashflow pressures have improved in 

the service sector though manufacturing is still feeling constrained.

The previous year saw inflation as measured on the Retail Prices Index reach 5.6% in September, the highest 

level since June 1991. Inflation is easing, as expected now the rise in VAT to 20% has fallen out of the annual 

measure, though there still remain medium-term risks to the index.
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The service sector’s inflationary pressures are being driven by its 
‘other overheads’ measure, an index which closely parallels that of 
manufacturing’s raw materials measure. Also seeing an increase 
this quarter, this now stands up six points at +46%. All other  
measures are level this quarter or down (finance costs have eased 
three points to +16%).

Price Pressures in Manufacturing

Price Pressures in Services
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16 Methodology

The survey collection period for this survey for 

quarter one 2012 was Monday 20 February to 

Wednesday 14 March inclusive. A total of 811 

businesses, together employing 136,936 people 

responded to the survey.

The report has been researched, written and 

compiled by Dr Brian Sloan, Chief Economist, 

and Christian Spence, Research Manager. Greater 

Manchester Chamber of Commerce would like to 

thank pro.manchester for its members’  

contributions to this survey’s dataset.

If you require any further information about the 

production of detail of this report, please contact 

Christian on (0161) 237 4045 or email  

christian.spence@gmchamber.co.uk

Net balance figures, referred to throughout this 

report, are determined by subtracting the  

percentage of businesses reporting a decrease in 

a factor from the percentage of businesses  

reporting an increase.

Copies of this report can be downloaded from the 

Chamber’s website at www.gmchamber.co.uk
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Budget 2012

Economic Forecasts
•  Office for Budget Responsibility forecasts positive growth in first 

quarter of 2012, avoiding technical recession.
•  Growth forecast for 2012 is 0.8% (revised up from previous fore-

cast of 0.7%). Subsequent growth forecasts are 2% in 2013, 2.7% 
in 2014 and 3% in both 2015 and 2016. 

•  Public sector borrowing is forecast to be £126bn in 2011/12, 
£120bn in 2012/13, £98bn in 2013/14, £75bn in 2014/15, £52bn 
in 2015/16 and £21bn in 2016/17.

•  Net debt is forecast to peak at 76.3% of GDP in 2014-15.  
•  The Chancellor states that the measures contained in the Budget 

are fiscally neutral over the next five years. 
•  The OBR states that the short term benefit of transferring the 

Royal Mail pension assets to the Government’s balance sheet is 
likely to be outweighed by the long-term liabilities of paying the 
pensions.  

•  Unemployment expected to peak at 8.7% of the workforce in 
2012, falling to 6.3% by 2016. 

•  Employment is forecast to rise from 29.1 million people in 2012 
to 30 million people in 2016.   

•  Inflation expected to be 2.8% this year, falling to 1.9% in 2013 
and 2014.  

Allowances & Benefits 
•  The main rate of Corporation Tax will be reduced to 24% in April 

(instead of a planned fall to 25%). The main rate will be reduced 
by one percentage point per year over the next two years to reach 
22% by 2014.

•  The 50p top rate of tax will be reduced to 45p from April 2013.
•  The HMRC will provide a new personal tax statement, detailing 

income tax and NIC contributions, from 2014/15. This Budget  
announces that the Government will increase the personal  
allowance by a further £1,100 in April 2013, taking it to £9,205 in 
total; the intention for the personal allowance to eventually reach 
£10,000 remains.

•  The standard rate of Machine Gaming Duty announced in Budget 
2011 (starting 1 February 2013) will be 20% and the lower rate 
will be 5%. 

•  Uniform Business Rate: no change - still to increase by 5.6% in 
nominal terms from April 2012

•  Business Premises Renovation Allowance (BPRA): From April 2012 
the BPRA scheme will be extended for a further five years to April 
2017. Changes to ensure compliance with State aid rules. (First 
announced in Budget 2011) 

•  Fuel Duty - no proposals to make any further changes to plans 
already set out - 3.02 pence per litre increase due in August 2012

•  From 1 April 2012, VED rates will increase in line with the RPI, 
apart from VED rates for Heavy Goods Vehicles which will be fro-
zen in 2012–13. The Government will consider whether to reform 
VED over the medium term. In addition, the Government aims to 
develop a direct debit system to allow motorists to spread their 
VED payments. 

•  Budget 2012 announces changes to the capital allowance regime 
for business cars increasing costs to some businesses.

•  The appropriate percentage of list price subject to tax will increase 
by one percentage point for cars emitting more than 75 grams/
kilometre of carbon dioxide, to a maximum of 35 per cent in 
2014-15, and by two percentage points, to a maximum of 37 per 
cent in both 2015–16 and 2016–17. 

•  From April 2015, the five-year exemption for zero carbon and 
ultra low carbon emission vehicles will come to an end. The  
appropriate percentage for zero emission and low carbon vehicles 
will be 13 per cent from April 2015 and will increase by two  
percentage points in 2016/17.

•  From April 2016, the Government will remove the three  
percentage point diesel supplement differential so that diesel cars 
will be subject to the same level of tax as petrol cars.

•  Introduce corporation tax reliefs from April 2013 for the video 
games, animation and high-end television industries, subject to 
State aid approval and following consultation.

 

On 21st March George Osborne delivered the 2012 Budget Statement. Much of the statement had been leaked 

and widely analysed before hand, but there were still one or two initiatives for business that were announced 

on the day. A month before this and in response to consultation with members, we wrote to the Chancellor  

outlining what we believed were the key “asks” that would help business through the current economic and 

trading challenges. 

We have detailed below the economic forecasts used by the Chancellor as the basis of the Budget and  

highlighted relevant changes to tax rates, allowances and benefits. Following this there is an overview of the 

relevant policy announcements and a summary of how these matched our pre-Budget “asks” and our ongoing 

policy work on behalf of our members as outlined in “Action for Business”.
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Infrastructure & Planning
Overall there were some significant announcements made to 
benefit Greater Manchester in the Budget, some of which will 
see the culmination of various campaigns and pieces of policy 
work that the Chamber has been involved with. 

Whilst the £130m announced for the Northern hub still leaves 
a funding gap of £330m for the delivery of the full scheme it 
is a step in the right direction. The Chamber will continue to 
lobby hard for full delivery of the scheme, as outlined in our 
pre-Budget demands, ahead of the summer announcement on 
future rail funding. 

The new “earn back” scheme has a huge amount of  
potential and is the first form of any tax incremental  
financing (TIF) scheme to be given the green light in the UK. 
The initial targets for investment - SEMMMS and Trafford Park 
Metrolink have both been long standing issues that the  
Chamber has worked on in supporting its members. The 
changes due in the NPPF will be far ranging and despite  
opposition groups concerns will, in reality, mean urban and  
industrial developments that promote growth should be 
quicker to get started in the future. 

•  A further £130m committed, on top of the £85m Ordsall Chord 
commitment as part of the Northern Hub rail project. 

•  Proposals agreed with Greater Manchester Combined Authority to 
pilot a new ‘Earn Back Model’ that is set to unlock £1.2bn of  
infrastructure investment – first phase to include SEMMMs 
scheme and Metrolink extension to Trafford Park. Further details 
to follow in coming months. 

•  Belfast, Birmingham, Bradford, Bristol, Cardiff, Edinburgh, Leeds, 
London, Manchester and Newcastle to be ‘super-connected cities’ 
as part of £100m initiative launched in Autumn Statement £50m 
to be made available for second wave of up to 10 smaller cities.

•  The National Planning Policy Framework (NPPF) will be published 
on 27th March. It will retain the presumption in favour of  
sustainable development and will come into force immediately 
for plan-making and decisions, with appropriate implementation 
arrangements for local authorities with pro-growth policies in 
local plans

•  Support new Pension Infrastructure Platform designed to allow 
pension funds to invest in UK infrastructure. First wave of initial 
£2bn invested by early 2013.

Finance & Taxation
New funding schemes and extra funding for existing schemes 
were announced, all designed to help business access finance 
and get around the persistent blockages in current credit  
supply routes. The concept of new money being made  

available for young people to help set up a business was  
welcome as were a series of consultations announced  
including one looking at the options for a merger of Income 
Tax and NI. The Chamber will continue to monitor this as  
concern is still growing about the sheer number and  
complexity of schemes being announced; not included in 
Budget 2012 but announced two days beforehand was the 
launch of the National Loan Guarantee Scheme. There is 
also increasing concern about the time taken for funds to be 
released to business. 

More tangible and of more immediate concern to business 
would be the firm stance taken by the Chancellor on this 
Autumn’s fuel duty rise of 3p per litre and no mention of any 
reduction in April’s business rate rise despite overwhelming 
business opposition to both of these anti-growth taxes. One 
bonus for business was the extra 1% cut in Corporation Tax. 

No announcement was made about the cut to Annual  
Investment Allowance which the Chamber had highlighted 
could impact on business willingness to invest funds. We will 
monitor the situation via our Quarterly Economic Survey as 
any impact following this decision may take some months to 
become noticeable.

•  The Government has committed an extra £200m to the Business 
Finance Partnership (to help businesses access non-bank sources 
of finance), bringing the total allocated to the fund to £1.2bn. 

•  Later this year the Government will pilot the best way to introduce 
a programme of enterprise loans to help young people set up and 
grow their own business

•  Get Britain Building Fund (GBBF): Shortlist of sites to receive £420 
million of funding through GBBF published on 19 March 2012 - 
GBBF supports firms in need of development finance. There will be 
a further GBBF round (£150m) expected to deliver an additional 
3,000 homes.

•  Growing Places Fund (GPF): Provides seed capital for locally-
administered, revolving infrastructure funds in England is to be 
expanded by £270 million (currently around £500m) including 
£70 million for London

•  Tax Increment Finance: Government will make up to £150 million 
available from 2013/14, including through additional funding, 
for larger-scale projects in core via Tax Increment Financing 
(enabling local authorities to borrow against future growth in 
business rates). Details on a competition for allocating funding to 
be announced later this year

•  Additional funding for University research: Government will set up 
a new £100 million fund (including new cash) to support  
investment in major new university research facilities. The fund 
will allocate its first bids in 2012/13.
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•  Consult on the introduction of a new cash basis for calculating 
tax for small unincorporated businesses (calculated by adding up 
business receipts and subtracting payments to cover allowable 
expenses). The Government will consult on a proposal to allow this 
to apply to businesses with receipts of up to £77,000 (the same 
as the VAT threshold). The Government has rejected the idea for a 
turnover based tax.

•  In April, the launch of an online Business Tax Dashboard, which 
will allow businesses to see how much tax they have paid and how 
much that they owe.

•  The Government to consult on making it easier for businesses to 
disincorporate.

•  Announcement of a consultation outlining the options for  
integrating the operation of Income Tax and National Insurance.

•  A consultation to be introduced on the introduction of a General 
Anti-Avoidance Rule to come into effect in 2013.  

•  There will be a consultation this year on whether there should be 
an additional annual charge on residential properties worth over 
£2m bought through a company 

•  Devolving to Northern Ireland Assembly power to set APD rates 
for direct long haul flights. No plans to change the double  
inflation APD rise due from April 2012

Skills & Employment
There was some disappointment that there were no direct 
employment incentives outlined in the Budget despite most 
businesses and business organisations concerns about  
accessing adequately skilled labour and reducing the  
numbers of young people who are unemployed. Whilst many 
of the policy-led announcements on employment came out in 
the Autumn Statement, the Budget did outline the fiscal  
drivers that government hopes will prompt demand and 
growth for these jobs; one specific example of this is the  
proposed tax relief strategy for media companies. At a  
Greater Manchester level this could prove beneficial for  
developing what is already a strong sector and could help 
attract new jobs to the region. The cautionary note though, 
as ever, is the strategy that needs to be in place to identify 
the supply of a skilled future workforce to take advantage of 
these opportunities.

The intention to remove at a faster pace various pieces of leg-
islation and red tape is welcome though similar noises have 
been made in the past with many businesses still waiting for 
tangible proof of delivery.

•  84 per cent of health and safety regulations will be scrapped or 
improved on an accelerated timetable, including legislating on 
‘strict liability’ in 2012

•  Environmental regulation will be rationalised to reduce costs to 
business by £1 billion over five years

•  Sector-based reviews of regulation to be launched in April 2012 
to ensure regulation is enforced at the lowest possible cost to 
business

Trade & Innovation
An ambitious target of doubling UK trade was made during 
the Chancellor’s speech and definitely matches the Chamber’s 
ambitions to get more businesses exporting. Further details 
will be required on the announcements made in Budget 2012 
and establish how the new role for UKEF can have maximum 
benefit for Greater Manchester businesses.

For those businesses already exporting overseas foreign trips 
are a necessary part of the process of securing orders. It is of 
major concern therefore that plans are still in place to  
proceed with a double inflation rise in Air Passenger Duty 
which is still seen as a punitive tax unique to the UK.  
Northern Ireland have previously won concessions for a  
“localised”  favourable APD rate so the announcement of 
plans to devolve the local decision making process around 
this to the Northern Ireland Assembly is one to follow up on to 
explore how this could work in other areas of the UK.

•  UK Export Finance: Expanded role for UKEF (formerly ECGD) to  
develop finance packages to help UK exporters secure  
opportunities identified through UKTI’s High Value Opportunities 
programme and increased regional presence.

•  Help for SMEs: Support to secure temporary private-sector office 
space overseas for new UK exporters in high-growth countries.

•  Sunday trading laws will be relaxed for the Olympics and  
Paralympics.
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Resource Efficiency & Carbon Reduction
This area of government policy is still, it seems, in a state 
of flux with the Green Deal currently going through various 
departments and many businesses still trying to understand 
what the implications and/or opportunities arising from this 
are.

There were a number of high level announcements made 
around fossil fuel exploration but there is still a persistent 
feeling that there are a  number of commercial and financial 
opportunities being missed as the overall strategy from the 
Treasury seems to be around economic growth or low carbon 
activity. The Chambers view is that with the correct policies 
effectively implemented business can achieve economic 
growth through low carbon and resource efficient activity.

•  The Government will review how to simplify the CRC Energy 
Efficiency Scheme. If this can’t be done they will announce an 
alternative to the scheme next autumn.

•  Fossil fuels used to generate heat in good-quality combined heat 
and power (CHP) plants will not be liable to the carbon price  
support rates, subject to State aid approval.

•  The Government will publish a strategy for gas generation in the 
autumn.

For more information contact

Chris Fletcher
Director of Policy, Research & External Affairs
chris.fletcher@gmchamber.co.uk

Dr Brian Sloan
Chief Economist
brian.sloan@gmchamber.co.uk

Christian Spence
Research Manager
christian.spence@gmchamber.co.uk 
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Quarterly Economic 
Survey

The aim of the Chamber is to support businesses and to help create 
the best climate for the region to prosper. This is achieved by  
ensuring that those taking decisions on key issues such as  
transport, taxation and business regulation hear the voice of our 
members. The representation of our members’ views is central to 
the work of the policy team at the Chamber; these views are  
gathered in a range of ways including focus groups, meetings 
with politicians, consultations and this Quarterly Economic Survey 
(QES).

Forming part of the British Chambers of Commerce’s national  
economic survey, Greater Manchester is the single largest  
contributor to this important body of evidence. As the principal 
national business survey, and the first to be published in each 
quarter, its results are closely watched by both HM Treasury and 
the Bank of England’s Monetary Policy Committee. Having been the 
first survey to call the last two recessions, the data revealed by it is 
timely, accurate and invaluable for anyone wishing to understand 
the subtle shifts in the economic climate for businesses in Greater 
Manchester and beyond.

Greater Manchester Chamber of Commerce is the largest Chamber of Commerce in the United Kingdom,  

providing business support services to over 5,000 members who collectively employ over 300,000 people,  

around one-third of Greater Manchester’s workforce.

Recognised as a leader in its field, Greater Manchester Chamber’s reputation in government circles has grown 

locally and nationally. At the heart of the area of greatest economic intensity outside London and the South 

East, the Chamber is the primary body for business support, policy, representation and networking.



Recent Quarter Results - Manufacturing

Deliveries & Orders Q2-11 Q3-11 Q4-11 Q1-12

UK sales -6 9 9 4

UK orders -7 0 0 -1

Export sales 9 20 11 16

Export orders 11 19 9 15

Labour

Employment in the last quarter 7 13 14 12

Employment expectations for next quarter 11 8 -1 14

% Tried to recruit staff 51 51 51 48

If yes, were they for:   % Part-time jobs 14 14 14 11

     % Full-time jobs 79 75 75 82

   % Temporary jobs 34 32 28 20

   % Permanent jobs 40 47 32 40

% Recruitment  difficulties 72 63 69 74

If yes, were they for:   % Skilled manual/ 
                                                                              technical

46 44 39 52

        % Professional/
                                                                             managerial

14 13 9 11

   % Clerical 29 32 33 38

   % Semi/unskilled 16 11 11 18

Investment Plans

Investment plant & machinery 2 11 5 13

Investment training 8 9 12 12

Confidence (For Next 12 Months)

Turnover 16 23 15 25

Profitability -1 6 0 6

External Factors

         Interest rates 27 18 21 15

     Exchange rates 26 29 28 25

     Business rates 31 34 30 32

     Inflation 49 44 43 34

     Competition 53 53 50 54

     Corporate taxation 28 27 29 31

Number of respondent companies 219 215 228 225

Number of employees 13,740 10,679 23,855 44,603

Production

% At full capacity 34 35 35 25

Cash flow -19 -6 -11 -10

Prices / Costs

Balance of firms expecting to increase prices 34 27 12 19

     % Pay settlements 19 22 18 15

     % Raw material prices 72 69 57 65

     % Finance costs 18 20 21 15

     % Other overheads 46 46 41 39

Is your business currently suffering 

pressures to raise its prices from 

any of the following?

Affecting your business more than 

than three months ago.
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Recent Quarter Results - Services

Deliveries & Orders Q2-11 Q3-11 Q4-11 Q1-12

UK sales 10 9 9 6

UK orders 8 2 -2 2

Export sales 14 -3 0 14

Export orders 14 -2 -7 11

Labour

Employment in the last quarter 8 13 8 7

Employment expectations for next quarter 17 19 8 18

% Tried to recruit staff 50 47 48 45

If yes, were they for:   % Part-time jobs 24 26 29 29

     % Full-time jobs 75 74 71 74

   % Temporary jobs 14 18 22 20

   % Permanent jobs 32 31 33 41

% Recruitment  difficulties 65 69 68 69

If yes, were they for:   % Skilled manual/ 
                                                                              technical

18 22 21 22

        % Professional/
                                                                             managerial

14 31 26 23

   % Clerical 42 32 33 35

   % Semi/unskilled 11 11 16 14

Investment Plans

Investment plant & machinery 8 3 2 1

Investment training 10 8 5 11

Confidence (For Next 12 Months)

Turnover 34 33 29 33

Profitability 21 18 21 22

External Factors

         Interest rates 27 22 20 21

     Exchange rates 12 20 16 13

     Business rates 23 24 26 28

     Inflation 39 44 40 32

     Competition 42 41 43 48

     Corporate taxation 24 27 24 27

Number of respondent companies 584 415 599 586

Number of employees 234,966 301,538 125,453 92,333

Production

% At full capacity 38 33 36 30

Cash flow -5 -8 -2 -5

Prices / Costs

Balance of firms expecting to increase prices 28 18 26 20

     % Pay settlements 13 11 12 12

     % Raw material prices 19 23 19 19

     % Finance costs 16 14 19 16

     % Other overheads 39 42 40 46

Is your business currently suffering 

pressures to raise its prices from 

any of the following?

Affecting your business more

than three months ago.
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Appendix 1 - Manufacturing  
Sector Split Q1 2012

Deliveries & Orders Broader Measure Manufacturers 
Only

Constructors 
Only

UK sales 4 22 -28

UK orders -1 17 -37

Export sales 16 17 0

Export orders 15 16 0

Labour

Employment in the last quarter 12 28 -15

Employment expectations for next quarter 14 21 1

% Tried to recruit staff 48 51 39

If yes, were they for:   % Part-time jobs 11 14 3

     % Full-time jobs 82 88 79

   % Temporary jobs 20 18 24

   % Permanent jobs 40 43 31

% Recruitment  difficulties 74 78 69

If yes, were they for:   % Skilled manual/
                                                                          technical

52 56 48

        % Professional/
                                                                         managerial

11 10 17

   % Clerical 38 31 55

   % Semi/unskilled 18 22 7

External Factors

         Interest rates 15 11 20

     Exchange rates 25 39 1

     Business rates 32 38 23

     Inflation 34 31 40

     Competition 54 44 73

     Corporate taxation 31 29 32

Prices / Costs

Balance of firms expecting to increase prices 19 30 3

     % Pay settlements 15 14 16

     % Raw material prices 65 74 51

     % Finance costs 15 11 20

     % Other overheads 15 11 20

Investment Plans

Investment plant & machinery 13 22 -6

Investment training 12 15 8

Number of respondent companies 225 141 75

Number of employees 44,603 7,168 11,127

Production

% At full capacity 25 29 21

Cash flow -10 1 -33

Is your business currently suffering 

pressures to raise its prices from 

any of the following?

Affecting your business more

than three months ago.

Confidence (For Next 12 Months)

Turnover 25 45 -12

Profitability 6 22 -27
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Appendix 2 - Manufacturing  
Sector Split Q4 2011

Deliveries & Orders Broader Measure Manufacturers 
Only

Constructors 
Only

UK sales 9 9 6

UK orders 0 5 -9

Export sales 11 13 -5

Export orders 9 8 5

Labour

Employment in the last quarter 14 17 10

Employment expectations for next quarter -1 6 -8

% Tried to recruit staff 51 52 50

If yes, were they for:   % Part-time jobs 14 12 8

     % Full-time jobs 75 80 75

   % Temporary jobs 28 29 31

   % Permanent jobs 32 39 24

% Recruitment  difficulties 69 68 73

If yes, were they for:   % Skilled manual/
                                                                          technical

39 47 31

        % Professional/
                                                                         managerial

9 8 10

   % Clerical 33 22 45

   % Semi/unskilled 11 14 10

External Factors

         Interest rates 21 20 23

     Exchange rates 28 47 6

     Business rates 30 36 20

     Inflation 43 43 44

     Competition 50 43 62

     Corporate taxation 29 27 29

Prices / Costs

Balance of firms expecting to increase prices 12 27 -5

     % Pay settlements 18 18 18

     % Raw material prices 57 75 38

     % Finance costs 21 12 26

     % Other overheads 21 20 23

Investment Plans

Investment plant & machinery 5 10 2

Investment training 12 17 8

Number of respondent companies 228 114 102

Number of employees 23,855 4,606 19,113

Production

% At full capacity 35 34 38

Cash flow -11 -1 -26

Is your business currently suffering 

pressures to raise its prices from 

any of the following?

Affecting your business more

than three months ago.

Confidence (For Next 12 Months)

Turnover 15 27 3

Profitability 0 15 -20
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