
Change in % 2016 2017 2018

Q1 Q2 Q3 Q4 Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f

GDP (Preliminary) 0.4 0.6 0.5 0.6 0.3 0.3 0.4 0.5 0.4 0.6 0.5 0.6

GDP (Final) 0.4 0.6 0.6 0.6 0.3 0.4 0.5 0.5 0.4 0.6 0.5 0.6

GVA 0.3 1.5 1.7 1.1 1.0 1.2 1.1 1.2 1.1 1.3 1.1 1.4

Midlands GVA 0.4 1.6 1.8 1.2 1.0 1.3 1.1 1.2 1.1 1.5 1.3 1.5

GDP 1.9 1.8 2.1

Midlands GVA 3.5 4.8 5.8

BCU-MEF Output Model – Quarterly Assumption

Source: ONS, IMF & MEF

The ONS’s preliminary estimate for Q4 2017 UK GDP growth is 0.5%,  

leading to an annual growth figure of 1.8%. Production industries, especially 

manufacturing, showed growth of 0.6% in Q4, with manufacturing growing 

by 1.3% in Q4 and 2.7% annually - positive news for the Midlands with its 

higher concentration of production and manufacturing industries.

However, construction industries showed a slight decline, contracting by 1%  

in Q4, although overall annual growth was 5.1% for 2017. Services industries 

grew 0.6%, with growth in warehousing and support for transportation 

growing 3.6% and finance and business services growing 0.8%.

Key Midlands industries showed robust growth in Q4, with aerospace  

growing 1.4% in Q4, and 6.5% overall in 2017. Slightly disappointingly, 

automotive contracted 1.6% in Q4, although it grew by 1.3% annually.

2015 2016e 2017f 2018f 2019f 2020f 2021f 2022f

UK GDP (£bln) 1,889 1,925 1,960 2,001 2,045 2,096 2,153 2,211

UK GDP % change 2.3 1.9 1.8 2.1 2.2 2.5 2.7 2.7

UK GVA (£bln) 1,685 1,748 1,828 1,930 2,031 2,132 2,233 2,337

UK GVA % change 2.8 3.7 4.6 5.6 5.2 5.0 4.7 4.7

Midlands GVA (£bln) 218.9 226.7 237.7 251.5 265.2 279.1 292.9 307.4

Midlands GVA % change 3.1 3.5 4.8 5.8 5.4 5.2 4.9 4.9

BCU-MEF Output Model – Yearly Assumption

Source: ONS, IMF & MEF  
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Midlands Perspectives
•	 UK	GDP	grew	1.8%	in	2017	following	growth	of	0.5%	in	Q4	2017.

•	 World	trade	increased	more	strongly	in	2017	than	over	the	period	2012	–	2016,	although	potential	

protectionist policies could act as a drag on future global trade.

•	 In	the	Midlands,	there	was	a	robust	end	to	2017,	although	there	are	concerns	surrounding	the	

impact of the demise of Carillion on the SME supply chain.

•	 The	Commonwealth	Games	in	Birmingham	in	2022	will	provide	a	boost	to	the	local	and	regional	

economy.

•	 In	contrast	to	a	softening	of	growth	in	some	sectors	in	2017,	UK	Manufacturing	growth	has	seen	

somewhat of a revival.

•	 President	Macron	has	hinted	at	some	fluidity	on	the	European	position	with	regard	to	the	Brexit	

negotiations, while talks to form a new German government could add impetus to progress.

Global Trends
As a global business elite convened at their Davos conference, delegate sentiment was buoyed by 

more optimistic forecasts of global economic growth. Notably, the IMF estimates that some 120 

economies, equivalent to three-quarters of world GDP, have recorded firmer growth rates year-on-

year during the course of 2017. Significantly, output performance strengthened in the second half  

of	the	year	in	Germany,	Japan,	France,	Korea,	and	the	USA	as	well	as	in	China,	South	Africa	and	Brazil.	

Moreover, global PMI data indicates that this momentum is likely to be sustained. The JP Morgan 

Global Composite PMI registered the world economy as closing 2017 on a firm footing, with output 

recording the strongest rate of growth since the first quarter of 2015. Furthermore, the pattern of 

growth	was	broad-based	across	the	six	surveyed	sectors:	consumer	goods,	intermediate	and	

investment goods and business, consumer and financial services. The separate JP Global 

Manufacturing PMI ended the year at near seven-year highs. 
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The IMF also found that world trade has recovered robustly, estimating that the volume of trade of 

goods and services increased by over 4% in 2017, considerably stronger than the average rate over 

the period 2012-16 of 3.1%. However, IMF forecasts for the period up until 2022 are consistent with 

the	average	rate	of	growth	in	the	period	since	2010,	of	approximately	4%.	Nevertheless,	since	the	

introduction of reagonomics, and the contemporaneous opening up of China, ushered in the 

extended	period	of	growth	and	globalisation	from	1981	until	2008,	trade	growth	has	tended	be	

one-and-a-half to twice that of world economic growth. Since 2010, however, average trade growth 

has been more-or-less equivalent to output growth, raising questions as what direction the 

globalised	economy	can	be	expected	to	take	in	the	near	future.	Politically	there	is	ample	evidence	 

of more atavistic, autarchic, nationalistic sentiments becoming more popular, not least with the 

election of President Trump. How these new policy orientations will impact on output and trade 

remains	a	key	issue,	although	it	seems	clear	that	the	global	trade	environment	can	be	expected	 

to become even more competitive.
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The recent appreciation of £ against the US$, although in part a result of reviving market sentiment 

toward	British	economic	prospects	and	rising	expectations	of	a	mutually	positive	conclusion	to	 

Brexit	negotiations	by	October,	is	more	the	result	of	recent	US$	weakness.	Indeed	against	the	C, £ 

continues	to	underperform,	and	on	an	effective	exchange	rate	basis	remains	becalmed.	Accordingly,	

whilst £ has moved from a trading range between US$1.20 to 1.30 in the year up to last October, to 

trading between US$1.30 to 1.40 in the subsequent period until January, attention will focus on 

whether	this	reflects	market	confidence	in	Britain	or	pessimism	in	the	US	capacity	to	effectively	

resolve the current budget imbroglio.
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Midlands Overview
Recent	PMI	data	indicate	a	robust	end	to	2017,	which	is	reflected	in	the	UK	GDP	figure	for	Q4	2017 

of	0.5%.	This	firm	end	to	2017	was	also	experienced	in	the	Midlands,	with	the	East	Midlands	

outperforming the UK composite PMI in both November and December.
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This	more	positive	news	comes	as	financial	markets	appear	to	be	reassessing	British	economic	

prospects,	with	the	perception	that	any	downward	pressure	on	growth	from	Brexit,	which	may	

ultimately prove limited provided negotiations conclude positively, could be offset by the success 

currently being enjoyed by the global economy, and the boost that this could provide to production 

businesses	–	notably	for	regions	outside	of	London.

Indeed, recent data on the labour market show that the growth in workforce jobs in the Midlands has 

been faster than in the UK overall. This is backed up by the IHS Markit-rEC report on jobs, which 

found that the Midlands had the fastest increase in permanent placements in the UK in December 

2017. At the same time, the availability of permanent candidates fell, showing the further tightening 

of	the	labour	market	in	the	Midlands	–	especially	with	regard	to	skills.

Nevertheless, slow real wage growth is eroding consumer spending power, borne out in slowing 

growth in retail sales for the last quarter of 2017. Given the larger proportion of UK GDP made up  

of consumer demand, this could put downward pressure on growth.

The	recent	announcement	that	Wolverhampton-based	Carillion	will	be	put	into	liquidation	does	not	

just raise immediate concerns for the 43,000 staff, but also the impact that its collapse will have on 

the	wider	supply	chain	–	especially	given	the	high	number	of	subcontractors	in	the	UK	construction	

industry. The problems confronted by Carillion also shine a spotlight into the government’s 

procurement processes, with similarly structured corporates coming under increased market 

scrutiny. Although the government has agreed to take on staff employed by Carillion in public service 

contracts,	it	remains	to	be	seen	what	will	happen	to	SME	sub-contractors	owed	money	by	Carillion	–	

some of whom may be forced to lay off workers, or may even go out of business themselves. These 

sub-contractors, who already faced 120-day payment schedules from Carillion, also come behind 

lenders	in	terms	of	who	is	paid	first	in	an	insolvency.	The	Business	Secretary	will	lead	a	taskforce	into	

the impact of Carillion’s collapse on the wider sector, the outcome of which is yet to be seen.
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Potential Impact of the  
Commonwealth Games
The	focus	provided	by	the	2022	Commonwealth	Games	being	held	in	Birmingham,	potentially	

provides a positive stimulus to the regional economy, in terms of output, employment, 

infrastructure and ultimately facilitate enhanced FDI. 

Nevertheless, assessing the net economic impact of hosting a Commonwealth Games on a regional, 

or	indeed	a	national	economy	is	problematic.	Whilst	the	economic	rationale	of	hosting	an	Olympic	

Games	or	FIFA	World	Cup	is	often	questionable,	indeed	the	economic	benefits	may	be	greater	for	a	

bidding host to lose the bid than win given the scale of the overall cost, the Commonwealth Games 

has a more modest infrastructure bill. Evidence available from past Games, suggest that provided the 

hosts	harnesses	existing	infrastructure,	and	any	new	infrastructure	is	effectively	utilised	post-Games,	

there may actually be a net benefit. However, with the significant caveat that provided the desire to 

indulge in political prestige projects is constrained and the focus on sports remains paramount.

The	Athens	Olympics	costs	an	estimated	US$16.6	billion,	and	other	Olympic	hosts	such	as	Mexico,	

Seoul,	Barcelona	and	Sydney	were	cities	that	may	have	incurred	losses	of	many	millions	of	dollars.	

Concern to avoid previous debacles perhaps prompted the authorities withdraw the award to  

Durban. Concern about the longevity of the Commonwealth Games, and indeed the actual economic 

benefits, must be raised as why there was only one bidder, and whether in terms of opportunity  

cost the funding could be directed elsewhere more effectively.

Glasgow 2014

The most recent Commonwealth Games, held in Glasgow in 2014, was the largest multi-sport event 

ever held in Scotland and supported around 2,100 jobs each year from 2007 (when the successful bid 

was announced) to 2014. The Glasgow Games was heralded a success, with the city enjoying a boost 

to its economy. An opportunity cost analysis suggested that the £425 million of public money spent 

on the games could have generated similar economic effects if spent on other activities, but this 

would	have	meant	no	legacy	effect	with	respect	to	the	purpose	built	facilities	and	the	flow-on	effects	

for the community in terms of sport and recreational activity.

Brisbane 2018

According to local Queensland estimates, since winning the Commonwealth Games bid in 2010,  

the Gold Coast has witnessed a surge of private and public investment in infrastructure and 

development.	GC2018	is	seen	as	a	source	of	economic	benefit,	as	well	as	civic	pride,	and	is	expected	 

to create up to 30,000 jobs, with AU$2 billion injected into the Queensland economy. Still, hosting such 

a large event as the Commonwealth Games are, is not without challenges. Historically, businesses  

in the host cities make decisions based on ‘boom’ predictions. Evidence however suggests that  

economic	outcomes	do	not	always	match	expectations	or	materialise	in	the	ways	envisaged.

It	is	estimated	that	there	will	1.2	million	ticketed	spectators.	With	70	nations	and	territories	

competing,	over	6,600	athletes	and	1,200	technical	officials	are	expected	to	participate.	With	an	

estimated 1,000 hours of television coverage, the cumulative global broadcast audience of 1.5 billion 

(rather	smaller	than	the	0.5	billion	per	season	week	that	WBA	generates)	and	attract	3,500	accredited	

and non-accredited media representatives.
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New Delhi 2010

The New Delhi Commonwealth Games was not regarded as a major success. Initial estimates  

thought the Games over the four years to 2012 would generate USD 4,940 million and employment 

opportunities close to 247,000. This was almost three times the perceived economic impact of the 

2006 Melbourne Games. However, there was concern that the Games would generate a huge price 

for the infrastructure development work, and the burden could be carried for 25 to 30 years.

A recent Indian Parliament report found that there was a “complete management failure” within the 

organisation of the Commonwealth Games and that the Government “nearly defaulted” on staging 

the event. The Public Accounts Committee (PAC) tabled its report on the Games, which were plagued 

with concerns and controversies, to the Indian Parliament, it claimed, however, that the Government 

eventually saved the situation and delivered a “successful” edition of the event. The Government 

came to the brink of defaulting on the games which would have created a national shame across  

the world. The PAC report also cast doubt on the tender process for contracts for several elements 

of the event, claiming there was a “lack of transparency, fairness and competition in bidding. 

Birmingham 2022

It is estimated that over 70 nations take part in the Games, competing in twenty different sports 

encompassing 250 specific events with more than 5,000 athletes competing and utilising 19 venues.  

Some 95% of facilities are calculated to e already in place.

The direct local/regional costs are initially officially estimated at £180 million, with the total cost 

currently	estimated	at	£750	million,	the	balance	provided	by	Whitehall	–	effectively	a	25-75%	split,	

although there is no indication of who will meet cost overruns.  The local/regional component will  

in	part	be	funded	by	a	Birmingham	hotel	tax	equivalent	to	£2	per	night.

According to press reports, official forecasts indicate that the Games could generate benefit as much 

as	£1.1	billion	nationally,	with	almost	half	expended	in	the	WM	with	a	gross	economic	benefit	of	£442	

million generated for the city.  In employment terms alone, it is anticipated that the events will create 

4,526 jobs each year up until 2022, and some 950 for a number of years subsequently.  Additionally, 

as well as the wider regeneration benefits and improvements in public transport, some 1,000 new 

homes will be constructed.  These new homes will be the legacy of the proposed Athletes’ village  

to	be	based	in	Perry	Barr,	while	a	new	aquatics	centre	will	be	built	in	Sandwell,	and	the	Alexander	

Stadium’s capacity will be increased.



In conjunction with

PMI-based data provided  
by kind permission of  

Midlands  
Perspectives  
January 2018

7

The	feasibility	study	for	the	original	Birmingham	2026	bid	was	based	on	infrastructure	 

requirements for:

•	 6,500	athletes	and	officials	from	71	countries

•	 Up	to	17	events	(10	core)	plus	para-sport	events

•	 80,000	workforce	including	volunteers	and	contractors

•	 12-15	competition	venues,	10	non-competitor	venues	and	30	training	venues

•	 1,000	hours	of	live	broadcast	coverage	to	a	1.5	billion	global	audience

•	 Ticket	sales	in	the	region	of	1.5	million

•	 The	Queen’s	Baton	Relay	comes	to	Birmingham

Comparison has been made with the success of the 2014 Glasgow Games.  However, the Scottish 

government’s own 2015 legacy report optimistically stated that at the Scotland level, the immediate 

economic impact of the delivery of the Games was broadly similar to the impact of standard 

government	expenditure.

Trade Penetration
Although	bilateral	trade	deals	and	free	trade	agreements	can	smooth	trade	flows	between	 

countries,	perhaps	more	critical	to	the	free	flow	of	trade	is	the	provision	of	quality	infrastructure	 

and connectivity, both within individual countries, as well as between countries.

In	the	Midlands	in	2016,	total	merchandise	trade,	including	both	imports	and	exports,	was	

£106billion,	just	under	15%	of	British	total	trade,	from	a	region	which	produced	some	13%	 

of output in the same year.
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Midlands Top 20 Trade Partners (2016)

Source: HMrC & MEF

Exports £m % Rank % £m Imports

USA 6,532.4 15.1 1 17.4 9,640.9 FrG

FrG 5,167.4 11.9 2 9.9 5,448.6 PrC

PrC 3,072.6 7.1 3 7.6 4,193.3 Netherlands

France 2,671.7 6.2 4 6.6 3,645.4 USA

roI 2,501.9 5.8 5 5.8 3,201.2 France

Netherlands 1,991.8 4.6 6 4.9 2,701.5 Belgium

Belgium 1,697.4 3.9 7 4.7 2,572.5 Italy

Italy 1,669.3 3.8 8 4.1 2,282.3 Spain

Spain 1,418.9 3.3 9 3.6 1,984.1 Japan

Singapore 1,173.0 2.7 10 2.5 1,403.3 Poland

Sweden 998.4 2.3 11 2.3 1,292.2 Turkey

Hong Kong 919.0 2.1 12 2.1 1,184.9 roI

Turkey 829.1 1.9 13 2.0 1,116.3 Sweden

UAE 761.0 1.8 14 1.8 1,012.3 India

Japan 757.9 1.7 15 1.7 920.4 Czechia

Australia 749.2 1.7 16 1.3 742.3 Hong Kong

Canada 709.8 1.6 17 1.3 709.8 South Africa

Poland 600.5 1.4 18 1.3 695.5 russia

roK 588.2 1.4 19 1.1 608.9 Austria

India 521.5 1.2 20 1.1 600.0 Portugal

Top 20 35,330.9 81.4 83.1 45,955.6 Top 20

Total 43,386.7 100 100 55,313.2 Total

The top twenty Midlands merchandise trade markets in 2016 accounted for £85 billion of demand, 

equal to 81% of overall regional trade. Of the top 20, the USA was the largest single market for the 

Midlands	exports	in	2016,	receiving	some	15%	of	exports.	In	addition,	China	was	also	an	important	

trading	partner	for	the	Midlands,	being	the	third	most	important	destination	for	exports,	and	the	

second largest source of imports to the region. Nevertheless, the EU remains a significant market for 

the Midlands, accounting for 48% of all trade, with Germany, France and the Netherlands in particular, 

being	important	trading	partners.	Given	the	geographic	proximity	of	the	EU,	it	can	be	expected	that	

the EU will remain a significant market, although increasingly actual connectivity rather distance is 

the key determinant in facilitating trade.

In the table below, a range of variables are shown for the Midlands top twenty total trade partners, 

indicating the scale of connectivity and ease of doing business in these countries.

The	bilateral	maritime	connectivity	measures	the	number	of	direct	connections,	the	size	of	liners	and	

the service availability of transhipments between the two countries. As can be seen from the table, 

many of the Midlands’ top twenty trading partners enjoy robust levels of maritime connectivity with 

the UK, and these connections will foster further trade relations between the UK and these countries. 

Moreover, this also points to the potential impact of enhanced connectivity (including aviation and 

air freight) would have on Midlands trade performance.

However, given the wide range of rankings for ease of doing business, for economies with which  

the Midlands conducts trade, is indicative of the fact that successfully achieving trade market 

penetration is not simply due to connectivity and distance. rather is also heavily determined by the 

receptiveness of the respective economies to international trade, the openness of their economies 

and	amongst	other,	contract	enforceability.	The	complexity	of	undertaking	international	trade	is	

indeed	reflected	in	the	ranking	range	ease	of	doing	business,	from	Singapore	ranked	2nd	to	India	 

at 100th.
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Source:	UNCTAD,	World	Bank	&	MEF	 *UNCTAD	Liner	shipping	bilateral	connectivity	index,	annual,	2016	(1	strong/0	weak)

2016
Trade 

Connectivity*

Ease of Doing Business Ranking UK % of Trade Midlands 
Trade 

PenetrationOverall
Doing  
Trade

Contract 
Enforcability

Exports 
 to UK

Imports  
from UK

1 Germany 0.832 20 39 22 7.02 3.72 0.65

2 USA 0.742 6 36 16 3.81 2.45 0.39

3 PrC 0.756 78 97 5 2.65 1.18 0.26

4 France 0.83 31 1 15 7.05 3.84 0.62

5 Netherlands 0.883 32 1 69 9.69 5.19 0.53

6 Belgium 0.897 52 1 52 8.90 4.77 0.62

7 Italy 0.63 46 1 108 5.39 3.01 0.55

8 Ireland 0.39 17 47 98 12.79 23.84 4.44

9 Spain 0.828 28 1 26 7.52 4.09 0.61

10 Japan 0.616 34 51 51 2.12 1.07 0.17

11 Poland 0.569 27 1 55 6.61 2.55 0.41

12 Sweden 0.627 10 18 36 5.86 5.17 0.95

13 Turkey 0.497 60 71 30 8.20 2.68 0.56

14 Hong Kong 0.684 5 31 28 2.17 1.13 0.22

15 Singapore 0.719 2 42 2 0.95 1.89 0.55

16 India 0.562 100 146 164 3.29 1.20 0.19

17 Czechia n/a 30 1 91 5.22 2.67 0.38

18 Canada 0.476 18 46 114 3.32 1.55 0.23

19 roK 0.732 4 33 1 1.40 1.28 0.19

20 Australia 0.45 14 95 3 3.96 2.80 0.51

Many of the countries in the EU receive a joint ranking of 1 for the ease of undertaking trade ranking, 

meaning	there	are	negligible	costs	and	delays	associated	with	importing	and	exporting	from	these	

countries.	A	notable	exception	to	this	is	Germany,	which	has	the	rank	39,	due	to	higher	costs	for	

border	compliance	when	exporting.	Nevertheless,	it	does	imply	that,	even	for	non-EU	members,	

trading with many EU countries remains simpler than trading with many other economies across  

the globe. It should also be noted that the UK is not one of the EU countries which has a rank of  

1 for this category, meaning that there are measures that the UK could undertake in order to make 

trade simpler for both businesses in the UK and the UK’s trade partners.

Another important factor is the ease of contract enforceability, which provides certainty for investors 

and therefore attracts more investment in the country, as well as making trading disputes easier to 

resolve. The rankings in this category are more spread, with some surprisingly low rankings, for 

example	Italy	at	108	and	Canada	at	114.	Nevertheless,	it	clearly	is	an	important	factor	to	trade,	since	

China, which has a slightly lower rank for ease of trade, but ranks fifth for contract enforceability,  

is still a successful trading partner with the UK, as well as with much of the rest of the world.
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Manufacturing
The softening of growth that has been seen in recent months for the UK overall has not been 

reflected	in	the	country’s	manufacturing	growth.	As	can	be	seen	below,	production	and	

manufacturing, the largest section of production, have sustained robust growth levels since  

the beginning of 2017.
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An element of the comparative success of the manufacturing sector has been the lower trading 

range	of	Sterling	since	the	EU	referendum	–	although	some	are	expecting	Sterling	to	reach	US$1.50	 

by	the	end	of	2018	if	hopes	of	a	favourable	Brexit	outcome	are	realised.	However,	perhaps	more	

important	factors	have	been	the	renewed	growth	in	many	of	the	UK’s	export	markets	and	the	

rebounding of global commodity prices.
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In terms of the former, as can be seen from the chart above, all of the top 5 Midlands trade partners 

had	Composite	Leading	Indicators	which	were	increasing	towards	the	end	of	2017.	This	signals	

growth	in	these	economies,	which	in	turn	is	a	good	sign	for	demand	for	Midlands	exports	into	the	

beginning of 2018.

In terms of the latter, the sectors which have performed best since the beginning of 2016 are 

aerospace and ship building, which has grown 12.3% from Q1 2016 to Q3 2017, and computer, 

electronic and optical as well as machinery and equipment, both of which have grown 10% over  

the same period.
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These sectors have been boosted by investment in the transport sector, as well as the rebounding  

of global commodity prices, which has boosted demand for some of the specialist computer 

equipment produced in the UK. 

Components of Growth
As well as future total output, future output by sector is also of interest for policy makers and 

businesses. If the current trend continues, then production and distribution sectors will be key  

areas of growth in the near-term, with strengthening demand from key global markets.



In conjunction with

PMI-based data provided  
by kind permission of  

Midlands  
Perspectives  
January 2018

12

0

500

1000

1500

2000

2500

2009 2010 2011 2012 2013 2014 2015 2016 2017e 2018f 2019f 2020f 2021f 2022f

Production Distribution Services Societal

UK Output by Sector (£bln)

Source: ONS & MEF

The	service	sector	is	also	expected	to	see	growth,	although	there	are	notable	financial	risks	in	global	

markets,	for	example	credit	expansion	in	China,	and,	closer	to	home,	the	potential	risks	the	Italian	

banking	system	poses	to	the	Eurozone.	If	the	government’s	current	spending	plans	continue,	then	it	

is likely that societal will not see much growth, since it is dominated by public health and education.
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Key	growth	areas	for	the	Midlands	are	likely	to	be	production	and	distribution,	reflecting	the	UK,	 

with the boosts provided by the Commonwealth games in the short term and the construction of 

HS2 in the mid-term. Given these boosts to growth, and a greater concentration of the higher growth 

sectors in the Midlands, it is likely that the Midlands will grow faster than the UK in the near term.
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Brexit Update
The past three months have seen the completion of the first phase of withdrawal negotiations 

following the publication of the joint report from the negotiators of the EU and UK Government. 

Whilst	the	agreement	thus	far	is	not	legally	binding,	unilaterally	rescinding	the	agreement	would	 

lead to considerable reputational damage and, possibly, a degree of diplomatic isolation.

In terms of the financial settlement, much of the amount pertains to obligations that the UK already 

has. In particular, the UK had already agreed to the EU’s financial framework for the period from 

2014-2020: a substantial portion of the “bill” simply involves formalising this. The UK will continue to 

contribute as if it had remained a member (and, naturally, will receive in return those payments that  

it would have done as a member). Failure to do so would have jeopardised a significant number of 

projects, including some in the UK itself.

The role of Ireland was the last point of the first stage of negotiations to be completed. The UK 

Government has made clear that it intends no “hard border” between Ireland and Northern Ireland. 

The UK has therefore committed that “in the absence of agreed solutions, the United Kingdom will 

maintain full alignment with those rules of the Internal Market and the Customs Union which, now  

or in the future, support North-South cooperation, the all-island economy and the protection of the 

1998	Agreement.”	The	wording	of	the	above	clearly	extends	beyond	the	1998	Agreement	to	include	

the all-island economy. In effect, this allows the EU a veto over which rules and regulations pertaining 

to the Internal Market and Customs Union Northern Ireland might be able to derogate from.

The UK has also sought to guarantee that “no new regulatory barriers develop between Northern 

Ireland and the rest of the United Kingdom” unless agreed by Stormont and in any case, “the United 

Kingdom will continue to ensure the same unfettered access for Northern Ireland’s businesses to  

the	whole	of	the	United	Kingdom	internal	market.”	The	former	implies	that	Great	Britain	will	maintain	

regulatory equivalence with Northern Ireland: in other words, the effect of the EU’s veto will not be 

restricted to Northern Ireland. The latter implies that, in any case, the UK will be limited in its ability  

to apply additional regulations not adopted by the EU.

The absence of physical customs infrastructure (as implied by the statement “The United Kingdom 

also recalls its commitment to the avoidance of a hard border, including any physical infrastructure 

or related checks and controls”) raises challenges in terms of the UK’s desire to leave the EU Customs 

Union. In particular, it is unclear how the UK can enter into independent free trade deals and avoid 

customs infrastructure either on the Irish border or in the Irish Sea (as Ireland will need to impose  

EU	customs	duties	on	any	goods	from,	e.g.	the	USA,	flowing	into	the	country	via	the	UK).

The recent visit of French President, Emmanuel Macron, raised the prospect of some compromise  

on the EU’s position of the future relationship, as he said it might be possible for the UK to have their 

“own solution”, although he also reiterated the need to preserve the Single Market in its current form.

Negotiations to form the new German government are still ongoing following September’s General 

Election,	and	any	real	progress	in	the	Brexit	negotiations	will	likely	be	delayed	until	after	a	new	

German government is formed. The pro-European Social Democratic Party has somewhat reluctantly 

voted to begin negotiations with Angela Merkel’s Christian Democrats after negotiations for the 

so-called Jamaica Coalition fell through.
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Appendix 1: Progress on Phase One  
of the Brexit Negotiations

Progress During Phase One of Negotiations Under Article 50

Citizens' Rights

Area Position Issues
For the Future 

Agreement

Common Understanding Specified date should be the time of the UK's 
withdrawal.

Use	of	union	law	concepts	in	the	citezens'	rights	
part of the agreement is to be interpreted in line 
with case law of the Court of Justice of the EU by 
the specified date.

Legal	Effects Both	Parties	agree	that	the	Withdrawal	
Agreement should provide for the legal effects 
of	the	citizens'	rights	Part	both	in	the	UK	and	in	
the Union. UK domestic legislation should also 
be enacted to this effect.

Consistent interpretation 
of	the	citizens'	rights	Part

The Agreement establishes rights for both UK 
citizens	living	in	the	EU	and	EU	citizens	in	the	
UK.	To	protect	those	rights	and	give	citizens	
legal certainty, a consistent interpretation and 
application	of	the	citizens'	rights	Part	is	in	the	
interest of both Parties to the Agreement and 
therefore appropriate mechanisms should be 
established to ensure this.

Progress During Phase One of Negotiations Under Article 50

Ireland and Northern Ireland

Area Position Issues For the Future Agreement

Belfast	Agreement Both	Parties	recognise	the	need	to	respect	the	
provisions of the 1998 Agreement regarding 
the constitutional status of Northern Ireland 
and the principle of consent. The commitments 
set out in this joint report are and must remain 
fully consistent with these provisions. The UK 
continues to respect and support fully Northern 
Ireland's position as an integral part of the UK, 
consistent with the principle of consent.

Given the specific nature of issues 
related to Ireland and Northern 
Ireland, and on the basis of the 
principles and commitments set 
out above, both Parties agree 
that	in	the	next	phase	work	will	
continue in a distinct strand of 
the negotiations on the detailed 
arrangements required to give 
them effect. Such work will 
also address issues arising from 
Ireland’s unique geographic 
situation, including the transit 
of goods (to and from Ireland via 
the United Kingdom), in line with 
the approach established by the 
European Council Guidelines of 
29 April 2017.

Common Markets The UK respects Ireland's ongoing membership 
of the European Union and all of the 
corresponding rights and obligations that entails, 
in particular Ireland's place in the Internal Market 
and the Customs Union. The UK also recalls its 
commitment to preserving the integrity of its 
internal market and Northern Ireland's place 
within it, as the UK leaves the European Union's 
Internal Market and Customs Union.

The commitments and 
principles outlined in 
this joint report will 
not pre-determine 
the outcome of wider 
discussions on the 
future relationship 
between the European 
Union and the UK

Ireland - Northern 
Ireland border

The UK remains committed to protecting 
North-South cooperation and to its guarantee 
of avoiding a hard border. Any future 
arrangements must be compatible with these 
overarching requirements. The UK's intention is 
to achieve these objectives through the overall 
EU-UK relationship. Should this not be possible, 
the UK will propose specific solutions to address 
the unique circumstances of the island of 
Ireland. In the absence of agreed solutions, the 
UK will maintain full alignment with those rules 
of the Internal Market and the Customs Union 
which, now or in the future, support North-
South cooperation, the all-island economy and 
the protection of the 1998 Agreement.

The UK will ensure 
that no new regulatory 
barriers develop 
between Northern 
Ireland and the rest 
of the UK, unless, 
consistent with the 
1998 Agreement, 
the Northern Ireland 
Executive	and	
Assembly agree that 
distinct arrangements 
are appropriate for 
Northern Ireland.

Citizenship Both	Parties	acknowledge	that	the	1998	
Agreement recognises the birth right of all 
the people of Northern Ireland to choose to 
be	Irish	or	British	or	both	and	be	accepted	as	
such. The people of Northern Ireland who 
are	Irish	citizens	will	continue	to	enjoy	rights	
as	EU	citizens,	including	where	they	reside	
in	Northern	Ireland.	Both	Parties	therefore	
agree	that	the	Withdrawal	Agreement	should	
respect and be without prejudice to the rights, 
opportunities and identity that come with 
European	Union	citizenship	for	such	people	
and,	in	the	next	phase	of	negotiations,	will	
examine	arrangements	required	to	give	effect	to	
the	ongoing	exercise	of,	and	access	to,	their	EU	
rights, opportunities and benefits.
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Progress During Phase One of Negotiations Under Article 50

Financial Settlement

Area Position Issues For the Future Agreement

Componenets of 
the settlement

The UK will contribute to, and participate in, the 
implementation of the Union annual budgets for the 
years 2019 and 2020 as if it had remained in the Union 
(including revenue adjustments5), on the basis of the 
applicable Union legal provisions including the Own 
Resources	legislation.	By	derogation,	any	amendments	
to the Multiannual Financial Framework regulation 
or Own resources Decision adopted after the date 
of withdrawal, having an impact on the UK’s financial 
obligations, will not apply to the UK.

The UK will contribute its share of the financing of the 
budgetary commitments outstanding at 31 December 
2020.

The UK will contribute its share of the financing of the 
Union's liabilities incurred before 31 December 2020 
except	for	liabilities	with	corresponding	assets	and	any	
assets and liabilities which are related to the operation 
of the budget and the Own resources Decision.

Principles for 
calculating 
the value of 
the financial 
settlement

The UK will not finance any commitments that do 
not require funding from Member States, and will 
receive a share of any financial benefits that would 
have fallen to it had it remained a Member State. In 
particular,	the	value	of	the	RAL,	as	audited	by	the	
European Court of Auditors, will be adjusted to take 
into account the actual implementation of the Union’s 
commitments, taking into account decommitments 
and assigned revenue. The UK opt-outs leading to 
non-participation	in	Union	programmes	existing	at	the	
date of withdrawal will continue to apply in respect of 
the financial settlement.

Payments arising from the 
financial settlement will become 
due as if the UK had remained a 
Member State. In particular, the 
UK will not be required to incur 
expenditures	earlier	than	would	
be the case had it remained a 
Member State unless agreed by 
both sides. It may be appropriate 
for the UK and the Union to 
agree on a simplified procedure 
for settling some elements of 
the payment schedule in the 
second phase of negotiations. 
Such a procedure should be 
based on an agreed forecast and, 
where appropriate, provision 
for subsequent review and 
correction.

Except	for	the	UK	payments	relating	to	UK	
participation to Union annual budgets to 2020 as set 
out in paragraphs 59 and 60, the UK share in relation 
with the Union budget will be a percentage calculated 
as the ratio between the own resources made available 
by the UK from the year 2014 to 2020 and the own 
resources made available by all Member States, 
including the UK, during the same period.

The financial settlement will be drawn up and paid in euro.

Data for the calculation of UK obligations will be drawn up 
from publicly available sources where possible, and  
audited by the European Court of Auditors. Additional 
information necessary for the calculation of the UK’s 
share of Union obligations will be transmitted to the UK. 
The Union will provide the UK with the management 
and accounting information necessary to verify the 
components of the financial settlement in a timely manner.

The second phase of the 
negotiations will address 
the practical modalities for 
implementing the agreed 
methodology and the schedule 
of payments.

UK Participation 
in programmes 
of the MFF 2014 
- 2020

Following withdrawal from the Union, the UK will 
continue to participate in the Union programmes 
financed by the MFF 2014-202010 until their closure 
(excluding	participation	in	financial	operations	which	
give rise to a contingent liability for which the UK is 
not liable as from the date of withdrawal). Entities 
located in the UK will be entitled to participate in such 
programmes. Participation in Union programmes 
will require the UK and UK beneficiaries to respect all 
relevant Union legal provisions including co-financing. 
Accordingly, the eligibility to apply to participate 
in Union programmes and Union funding for UK 
participants and projects will be unaffected by the 
UK’s withdrawal from the Union for the entire lifetime 
of such projects.

In the second phase of 
negotiations it could be agreed 
that some rules related to Union 
programmes that would be 
considered as not relevant in 
relation to a departing Member 
State would not apply. As 
part of the second phase of 
negotiations, the Union and 
the UK could also decide to 
agree to simplified procedures 
so as to avoid unnecessary 
administrative burdens 
extending	well	beyond	the	
end of the current multiannual 
financial framework, provided 
that they respect the sound 
financial management of the 
Union budget and do not result 
in discrimination in favour of the 
UK or UK beneficiaries. The UK 
and the Union could also agree 
on administrative procedures 
to facilitate the management of 
specific programmes.

The UK states that it may wish to participate in some 
Union budgetary programmes of the new MFF post-
2020 as a non-Member State.
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Progress During Phase One of Negotiations Under Article 50

Financial Settlement

Area Position Issues For the Future Agreement

Other 
components of 
the settlement - 
Union bodies and 
funds related to 
Union policies

The financial settlement should not disrupt the 
operational	functioning	of	the	EIB	as	a	result	of	the	UK	
withdrawal in relation to the stock of operations (i.e. 
loans and other financial instruments) at that point.

The UK considers that there 
could be mutual benefit from 
a continuing arrangement 
between	the	UK	and	the	EIB.	
The	UK	wishes	to	explore	
these possible arrangements 
in the second phase of the 
negotiations.

The	paid-in	capital	of	the	UK	in	the	ECB	will	be	
reimbursed	to	the	Bank	of	England	(BoE)	after	the	
date of withdrawal. Modalities and other practical 
arrangements	will	be	established	by	the	ECB	
Governing Council following the rules of the Treaties 
and its Protocol 4.

The Commission welcomes 
the UK Government's offer to 
discuss with Union Agencies 
located	in	London	how	they	
might facilitate their relocation, 
in particular as regards reducing 
the withdrawal costs.

The UK will honour the commitments it made 
before withdrawal for participating in the Facility 
for refugees in Turkey and the European Union 
Emergency Trust Fund for stability and addressing 
root causes of irregular migration and displaced 
persons	in	Africa.	The	existing	modalities	of	payments	
will be maintained unless otherwise agreed in the 
second phase.

The UK will remain party to the European 
Development Fund (EDF) which is governed by a 
separate international agreement and is outside the 
Union budget until the closure of the 11th EDF. The 
UK will honour its share of the total commitments 
made under this EDF and the payments related to its 
share of the outstanding commitments made under 
previous	EDFs.	The	existing	modalities	of	payments	
will be maintained unless otherwise agreed in the 
second phase.
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Progress During Phase One of Negotiations Under Article 50

Other Separation Iddues

Area Position Issues
For the Future 

Agreement

Euratom Both	Parties	have	agreed	principles	for	addressing	the	
key separation issues relating to the UK’s withdrawal 
from Euratom. This includes agreement that the UK will 
be responsible for international nuclear safeguards in 
the UK and is committed to a future regime that provides 
coverage	and	effectiveness	equivalent	to	existing	Euratom	
arrangements.	Both	sides	have	also	agreed	the	principles	
of ownership for special fissile material (save for material 
held in the UK by EU27 entities) and responsibility for 
spent fuel and radioactive waste.

On police and judicial 
cooperation in criminal 
matters there is a need to 
provide legal certainty and 
clarity.	Both	Parties	broadly	
agree on the principle that 
all structured and formalised 
cooperation procedures 
ongoing on withdrawal date 
that have passed a certain 
threshold (to be defined) 
should be completed under 
Union law.

Goods placed on 
the market under 
Union law before 
withdrawal

Both	Parties	recognise	the	need	to	provide	legal	certainty	
and	minimise	disruption	to	business	and	consumers.	Both	
Parties have agreed the principles that the goods placed on 
the market under Union law before withdrawal may freely 
circulate on the markets of the UK and the Union with no 
need for product modifications or re-labelling; be put into 
service where provided in Union law, and that the goods 
concerned should be subject to continued oversight.

Cooperation in civil 
and commercial 
matters

There is a need to provide legal certainty and clarity. There is 
general consensus between both Parties that Union rules on 
conflict	of	laws	should	continue	to	apply	to	contracts	before	
the withdrawal date and non-contractual obligations where 
an event causing damage occurred before the withdrawal 
date. There was also agreement to provide legal certainty as 
to the circumstances under which Union law on jurisdiction, 
recognition and enforcement of judgements will continue 
to apply, and that judicial cooperation procedures should 
be finalised.

Ongoing Union 
judicial procedures

Both	Parties	have	agreed	that	the	CJEU	should	remain	
competent for UK judicial procedures registered at the 
CJEU on the date of withdrawal, and that those procedures 
should continue through to a binding judgment.

Ongoiing Union 
administrative 
proceedings

Both	Parties	have	deepened	their	understanding	of	
the	respective	positions,	and	explored	some	areas,	
such	as	competition,	state	aid	and	examinations	of	the	
Community Plant Variety Office.

Functioning of 
Union institutions, 
agencies and 
bodies

Both	Parties	agree	that	an	arrangement	which	closely	
mirrors Union privileges and immunities should remain 
applicable to activities that took place before withdrawal 
and	as	regards	new	activities	foreseen	in	the	Withdrawal	
Agreement; that both sides continue to ensure compliance 
with obligations of professional secrecy; and that classified 
information and other documents obtained by both sides 
whilst the UK was a Member State retain the same level of 
protection as before withdrawal
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Midlands Basic Data

Source: HMrC & MEF

Source Date EM WM Midlands UK

Population ONS 2016 4,724,400 5,800,700 10,525,100 65,648,100

Population Aged 16-64 ONS 2016 2,956,700 3,605,600 6,562,300 41,443,900

% Population 16-64 Economically Active LFS Oct-17 77.6 76.8 77.2 78.5

% Employed of 16-64 Population LFS Oct-17 74.3 72.7 73.4 75.1

% 16-64 Population with NVQ4+ APS 2016 31.3 31.5 31.4 38.0

Claimant Count Nomis Nov-17 2.0 2.9 2.5 2.3

% of Output which is from:

Production ONS 2015 28.6 26.1 27.2 20.0

Distribution ONS 2015 24.4 24.2 24.3 25.1

Services ONS 2015 24.0 26.5 25.4 32.5

Societal ONS 2015 23.0 23.2 23.1 22.4

% in Employment who are:

Managers, Directors and Senior Officials APS Jun-17 9.9 10.0 10.0 10.6

Professional Occupations APS Jun-17 17.8 17.3 17.5 20.3

Associate Professional & Technical APS Jun-17 13.3 12.9 13.1 14.1

Administrative & Secretarial APS Jun-17 9.7 10.6 10.2 10.3

Skilled Trades APS Jun-17 11.2 11.0 11.1 10.4

Caring,	Leisure	&	Other	Services APS Jun-17 9.5 9.3 9.4 9.2

Sales & Customer Services APS Jun-17 7.0 7.5 7.3 7.6

Process, Plant & Machine Operatives APS Jun-17 8.6 8.2 8.4 6.4

Elementary Occupations APS Jun-17 12.5 12.8 12.7 10.6

Top 5 SIC3 Midlands Location Quotients

Manufacture of Porcelain & Ceramics BRES 2016 1.7 7.6 4.9 1.0

Manufacture of Footwear BRES 2016 8.9 0.3 4.3 1.0

Manufacture of Knitted & Crocheted Apparel BRES 2016 7.6 0.2 3.6 1.0

Manufacture of refractory Products BRES 2016 4.2 2.5 3.2 1.0

Manufacture	of	Railway	Locomotives BRES 2016 5.9 0.9 3.2 1.0

Top 5 Midlands Export Markets (£m) EM WM Midlands % of UK

United States HMrC 2016 4,026.1 11,527.5 15,553.5 17.2

Germany HMrC 2016 4,095.6 6,514.8 10,610.4 16.3

China HMrC 2016 1,298.0 6,368.9 7,666.9 28.8

France HMrC 2016 2,667.7 3,842.0 6,509.6 15.9

Irish republic HMrC 2016 2,405.9 2,673.9 5,079.8 14.6

Total HMRC 2016 36,577.6 59,365.5 95,943.1 17.9
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The	Midlands	Perspectives	examines	the	comparative	performance,	international	competitiveness	

and future prospects of the Midlands. Comments on how we could develop new perspectives on the 

regional	economy	are	welcomed	–	we	aim	to	create	a	dialogue	rather	than	a	monologue.

For further information: 

info@midlandseconomicforum.co.uk

Disclaimer:  
The analysis presented in this report accurately represents the personal assessment of the analyst(s) and no part  

of the compensation of the analyst(s) was, or will be directly or indirectly related to the inclusion of specific views in this 

report. Further information is available on request. The information contained, and any views expressed, herein are 

based on data currently available within the public domain. The contents of this Report are not a substitute for specific 

advice and should not be relied on as such. Accordingly, whilst every care has been taken in the preparation of this 

publication, no representation or warranty is made or given in respect of its contents and no responsibility is accepted 

for the consequences of any reliance placed on it by any person. 

The Midlands Economic Forum is a neutral, independent forum bringing together representatives of the public,  

private and voluntary sectors to evaluate real trends in the local economy. Midlands Economic Forum is part of the 

West Midlands Economic Forum Group.
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