
UK manufacturing has shown itself to be resilient and adaptable in meeting the challenges of 
the recession. As growth returns, our manufacturing industries will be at the forefront of the 
economic recovery. Yet, the public image of manufacturing is often out of step with reality. This 
brief outlines the value of modern manufacturing to the UK economy. 

Manufacturing is at the core of the UK’s economic well 
being, yet remains an under-reported success story. With a 
poor public image and, until recent times, lack of 
understanding and appreciation by policymakers, the 
perception is often of a sector in decline. However, 
modern manufacturing has evolved far beyond its 
traditional image, with the UK home to a large number of 
manufacturers, encompassing a range of industrial sectors, 
technologies and skills.  
 

UK manufacturing – the factsi: 

 The UK remains the 6
th

 largest global manufacturer 

 Manufacturing is worth £160bn pa to the economy  

 Equal to 12.3% of GDP 

 50% productivity growth since 1997 

 Responsible for 46% of all UK exports – making us the 
10

th
 largest manufacturing exporter by volume  

 Accounts for 2.5m jobs – (around 9% of total UK 
employment) 

 74% of total business spend on R&D comes from 
companies that manufacture 

 The UK is a leading exporter of hi-tech goods – in 2008, 
23% of exports were hi-tech, compared to 27% in the 
US, 21% in France, 17% in Germany and 20% in Japan.  

 The UK has 7
th

 highest share of hi-tech exports of all the 
OECD countries, with the 4

th
 highest share in Europe 

 Inward investment projects in UK manufacturing 
increased by 16% in 2009 

 The UK is the 3
rd

 largest destination for inward foreign 
direct investment in manufacturing (worth £26bn), 
second only to the US and the Netherlands 

 50% of capital expenditure in manufacturing is in 
intangible assets, i.e. brands, training, design.  

The story of UK manufacturing 

Over the past 30 years, while manufacturing’s share of GDP 
within the UK has fallen, this has been repeated in other 
industrialised nations such as the US, France and Germany. 
The last 40 years has seen a change in world trading 
patterns, with new countries opening up to free market 
capitalism and globalisation.  
 
There are a number of additional factors why 
manufacturing GDP in the UK has fallen:  
 
1. Low wage competition from emerging economies such 

as China and India (and in the coming years, Brazil and 
Russia) has resulted in mass volume production, 
especially in the textiles and clothing industries, moving 
overseas 

2. Manufacturing pricing fell in relation to the services 
sector – due to increasing competition and 
technological progress driving down the price of 
manufactured goods  

3. Production has moved closer to fast growing overseas 
markets 

4. The associated networks that supported factories 
(onsite catering, security, fleet management, logistical 
distribution etc, etc) were originally classified as a part 
of manufacturing GDP. Such systems are now 
outsourced, taking away elements that previously were 
within manufacturing GDP.  
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Productivity 

The number of jobs in manufacturing has also fallen, from 
7m in 1978 (equal to 28.5% of the total workforce) to 2.5m 
in 2010 (9% of the total workforce).  

Much of this has been due to substantial gains in 
productivity, which has increased by 50% over the past 13 
years. Over a ten year average (1998 – 2008), the UK’s 
productivity growth rate of 4% was ahead of Japan, France, 
Germany and Italy.  

Manufacturing productivity gains have also outpaced those 
in other parts of the economy.  From 2000 – 2009, the 
average annual percentage increase in productivity output 
per hour was 3.1%, against an increase of 1.3% for both 
the services sector and the entire UK economy
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Exports & Trade 

For the UK’s balance of trade, manufactured goods make 
an enormous contribution to our total volume of exports, 
with manufacturing industries key drivers of export 
growth.
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Manufacturing as % of UK exports - 1970 - 2009
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The coalition government has cited the export market as a 
key driver of our economy, yet the UK faces challenges in 
improving its manufacturing export growth rate– it 
remains the lowest measured by the OECD. Raising the 
current growth rate of manufactured exports will only be 
achieved by government and industry working together in 
accessing new markets and promoting UK manufacturing.  

Diversification in manufacturing 

A feature of modern manufacturing has been the switch in 
focus from solely manufacturing products, towards 
production as one element within a wider business 
context. Companies have evolved and are adapting to 
changing market conditions. Much of the value within 
manufacturing is focused in areas such as R&D, process 
development, high tech engineering, services and 
exploiting the wider knowledge base.  

Increasing levels of manufacturing capital expenditure are 
invested in intangible elements – areas such as design and 
the creative process, IP, innovation, training and supply 
chain management. The focus on intangible investment is 
expected to only increase further as new technologies and 
markets are developed.  

Manufacturing sectors 

The UK’s manufacturing base comprises a wide range of 
industries and sectors, from food and drink production, to 
printing and publishing. The Office of National Statistics 
breaks manufacturing down into the following sub sectors, 
with the total monthly output for July 2010 recorded as a 
percentage.  

Total monthly manufacturing output – July 2010 

Food, drink & tobacco 14.7% 

Paper, printing & publishing  12.9% 

Chemicals & man-made fibres 12.0% 

Electrical & optical equipment 11.1% 

Basic metals & metal products 11.0% 

Transport equipment 10.7% 

Machinery & equipment 8.5% 

Rubber & plastic products 4.7% 

Other manufacturing  4.6% 

Non-metallic mineral products 3.4% 

Textiles & clothing 2.6% 

Wood & wood products 1.8% 

Coke, refined petroleum & 
 nuclear fuels 

1.7% 

Leather & leather products 0.3% 

 

Looking at a selection of individual sectors provides greater 
insight into manufacturing and the contribution it makes, 
both in terms of jobs and the economy.  

Food & Drink
v
  

 The single largest manufacturing sector in the UK, 
turnover  in 2009 was £72.8bn 

 In 2009, food and non-alcoholic drink exports were 
valued at £9bn, with the EU receiving 79% of all UK 
exports 

 The sector employs 400,000 people and supports 
7,000 food and drink enterprises 

 The UK is the 8
th

 largest exporter of food and drink 
and is the 4

th
 largest in Europe.  



Chemicals
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 UK chemical industry has a turnover of £57bn, with an 
8.2% share of the global market 

 180,000 people employed in the sector, working in 
3,000 manufacturing firms; of these, only 160 firms 
employ more than 250 people. 

Basic Metals & Metal Production 

 Employs over 450,000 people in the UK, with an 
annual turnover of £38bn  

 Contributed 11% to manufacturing’s total monthly 
economic output in July 2010, up from 10.2% in 
October 2009 

Transport Equipment Industry 

 The sector accounted for almost 11% of total monthly 
manufacturing output in July 2010, however given the 
diverse nature and formation of the industry, it is 
comprised of many different sectors such as 
automotive manufacturing, aerospace (both civil and 
defence),  and leisure marine engineering 

 Over 500,000 people are directly employed in a sector 
where the UK has a global reputation in areas such as 
wing development and construction, motorsport, 
design and defence capability management. The 
automotive sector alone contributes 11% of total UK 
exports.  

Research & Development  

Research and development (R&D) has always been 
essential to manufacturing – if the UK is to compete with 
emerging economies and develop new technologies and 
low carbon industries, R&D investment will become even 
more important in the coming decades. Manufacturing 
currently accounts for 74% of total UK business spending 
on R&D, with this investment spread across a wide range 
of different industrial sectors.  

Given the R&D intensity associated with the sector, R&D 
spend in the pharmaceuticals industries accounts for over 
a third of manufacturing R&D investment, with 
electrical/optical sector in second place at 12%, and 
aerospace third at 11%. 

 

The impact of manufacturing’s investment in R&D is better 
illustrated in this pie chart.  

 

 

 

Business & Enterprise R&D Expenditure - % share by 

manufacturing sector
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Manufacturing Supply Chains  

Supply chains at a regional, national and international 
level, are a key feature of manufacturing. UK 
manufacturers have gained clear competitive advantage 
from engaging with international partners by outsourcing 
elements of the production process. Yet, the dynamics of 
manufacturing change constantly and the global recession 
highlighted weaknesses in supply chains.  

The nature of supply chains means any disruption or 
weakness has the potential to have a far reaching impact. 
With some companies experiencing difficulties in accessing 
credit or problems coping with sudden levels of demand 
when a competitor might have gone out of business, the 
downturn showcased hidden problems and provided 
manufacturers the opportunity to modify their existing 
supply chains. Companies learnt of the need to build in 
greater levels of flexibility and collaborate much more with 
key suppliers and partners.  

Combined with rising transportation costs due to the price 
of oil and the need to reduce the environmental impact of 
manufacturing, many companies are assessing the length 
of their supply chain and seeking improvements to their 
capability.  

Manufacturing employment across the UK  

Manufacturing employment levels across the UK are 
varied. Historically, the north of England has been seen as 
the core of manufacturing employment, yet as the chart 
shows, in modern manufacturing – this does not apply. 
Almost 1 in 5 manufacturing jobs in the English regions 
were based in the South East and South West. 

 

 



% breakdown of manufacturing jobs by English region (July 

2010)
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Across the UK, the vast majority of jobs within 
manufacturing are based in England, with the English 
regions accounting for 84% of manufacturing jobs 
(compared to 5.6% in Wales, 7.2% in Scotland and 3.2% in 
Northern Ireland).  

Low carbon economy and competitiveness 

Climate change, energy security and competitiveness 
present both challenges and opportunities for 
manufacturers. From developing new products and 
processes, to creating new skills and changing business 
models, the transition to a low carbon economy requires 
massive steps to be taken by both government and 
industry.  

There is a real opportunity for UK companies to benefit 
commercially from the move to low carbon by developing 
low carbon products and processes for the world market. 
However, policies encouraging and requiring a shift to low 
carbon manufacturing must be designed in such a way that 
the risk of carbon leakage or off-shoring emissions 
(competitiveness impacts) are minimised.  

Energy price rises are likely to be an unavoidable 
consequence of renewing and decarbonising the UK’s 
energy system. The competitiveness of energy intensive 
industrial sectors could suffer as their total energy costs 
rise. At a point when the profile of manufacturing and its 
role in the economy is the subject of intense debate, 
accepting such a future energy scenario makes little sense. 

Future policies must be scrutinised to ensure they do not 
create perverse incentives, damage sustainable growth or 
leave UK companies at a disadvantage against global 
competitors. The possibility of exemptions from the costs 
of new climate policies for the most at risk of carbon 
leakage must be developed.  

 

 

Manufacturing & the rebalanced economy 

Despite its image and perception, the UK remains a leading 
global manufacturer, formed of varied and different 
sectors, each of which provide jobs, drive economic 
growth, developing new skills and technologies, while 
making a significant contribution to our export markets.  

Policy makers must understand the significance of 
manufacturing and its place in the UK economy. This is vital 
if our manufacturers are to compete internationally and be 
at the forefront of the global manufacturing base.  

Government must engage with business in harnessing the 
potential of manufacturing, providing leadership and 
ambition that strengthens our existing industrial base and 
its place in the wider economy.  

If the UK is to continue as a leading economic power in the 
21

st
 century, a growing, diverse manufacturing base must 

be at the core of this process.  

 

 

 

CBI’s Manufacturing Council 

The CBI's Manufacturing Council identifies and addresses issues 

specific to UK manufacturing and provides a voice for 

manufacturers of all sizes and sectors to influence mainstream 

CBI policy and government. Chaired by executive director at GKN, 

Andy Reynolds Smith, the Council also works in partnership with 

other organisations to maximise its impact. The Council consists 

of around 30 invited senior representatives from manufacturing 

and related-sector organisations in CBI membership. 

 

The CBI is the UK’s leading business organisation, speaking 
for some 240,000 businesses that together employ around 

a third of the private sector workforce. 

 

www.cbi.org.uk 
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