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The UK manufacturing industry is facing many new challenges and opportunities in light of changing market 
dynamics. The positives (and negatives) of operating globally continue to sway decisions regarding where to 
design, make and service products – all whilst industry leaders are struggling to on-board the most skilled 
workforce to develop the next generation of cutting-edge products.

Introduction

Global manufacturing is undergoing huge changes as a result 
of disruptive technologies, such as; increasingly seamless 
automation, machine learning, artificial intelligence, cloud and 
cognitive computing, robotics, and the Internet of Things. As 
organisations turn to leaner, more efficient methods of production, 
new systems, sensors and network-based solutions have come  
to the forefront, creating more automation and new  
resource capabilities. 

Alongside these disruptors, the impacts of supply chain changes, 
evolving workforces and geopolitical instability has resulted in 
a volatile and uncertain marketplace. Supply chains are under 
enormous pressure to meet compliance regulations, consumers 
expectations and demand fluctuations within talent shortages — 
whilst also having to react to the geopolitical issues that are, and 
will continue to change the nature of trading relationships.

Despite this, manufacturing remains an essential part of growing 
global economies. For developing nations, manufacturing provides 
a vital source of revenue, allowing for increased income and living 
standards. For more established economies, it is one of the primary 
driving forces for innovation and competitiveness within the global 
market. Manufacturing plays an important part of the UK economy, 
with the industry making up 11% of gross value added, 44% of 
total UK exports, 70% of business R&D, and directly employing 2.6 
million people. (PwC) 

Digital concepts hold monumental potential and are likely to 
be critical in determining the fate of industrial manufacturing 
companies in the near future. These digital transformations 
are encouraging many positive implementations into business 
models, but as with all new implementations, carry risks that many 
organisations are not entirely prepared for. 

Auditel’s specialist independent expertise can aid you to bridge this 
uncertainty gap through our deep insights and industry knowledge. 
We can aid you in exploring how to best meet your technological 
innovation requirements, whilst balancing the risks that uncharted 
waters brings - ensuring you achieve the very best value for money.

The UK manufacturing 
industry makes up 
11% of gross value 
added, 44% of total 
UK exports, 70% of 
business R&D, and 
directly employs 2.6 
million people.
PwC
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Market Trends: Digital Disruption

With the UK firmly embedded in the fourth Industrial Revolution, 
in which disruptive technologies are changing the way we live 
and work, the need for manufacturers’ procurement functions to 
embrace new ideas and technologies within their supply chain has 
never been greater. Now is the time for manufacturers to prioritise 
technological advancements in order to stay competitive, with 
sector predictions suggesting that these next few years are going 
to move very quickly. 

Due to the arrival of novel technologies and lean manufacturing 
processes, merged with a strengthening economy, the 
manufacturing industry is experiencing somewhat of a resurrection. 
However, despite this good news, challenges continue to exist.

Fortunately, there are many ways in which manufacturers can 
leverage the latest technological advancements in order to deal 
with these challenges, maintain their upward momentum and 
reduce disruption.

COMPLETE DIGITISATION

The future of manufacturing revolves around the idea that every 
process is integrated into a single centralised digital platform. 
This will allow manufacturers to gain deep insights about their 
operations, schedules, equipment maintenance, inventory 
and more. With integrated digital systems you’ll be able to 
monitor and manage every aspect of production with incredible 
precision. These digital transformation efforts aim to streamline 
how companies integrate, organise and analyse their data, with 
the trend of digitisation promising to be a driving force behind 
factories of the future. Those not considering how to digitise 
their processes now, are at risk of falling behind the curve.

VIRTUAL REALITY (VR)

Virtual reality has a number of applications in manufacturing. 
For example, technicians can learn how to repair or 
troubleshoot sophisticated equipment in a VR simulator. 
Engineering teams can also use VR to design prototypes and 
test new parts or tools with minimal spending on materials. 
These are just two examples of how VR can improve safety, 
enhance processes, aid in product design, and offer important 
new perspectives to manufacturing leaders. More than one-third 
of manufacturers were expected to adopt VR in 2018, and that 
will likely increase in 2019. Widespread adoption of VR is still 
a few years off, but we expect to see manufacturers preparing 
this year by setting up the technological foundations that will 
enable them to use VR in the future. 

ROBOTICS

Robotics are nothing new in the manufacturing industry, but 
their level of autonomy is. Today’s robots are able to complete 
highly complex processes, make independent decisions, and 
operate with minimal human intervention. Previously, robots 
were used to complete discrete, repetitive processes. In the 
future, we will likely see robots assist with far more aspects 
of manufacturing, especially in roles which are dangerous, 
complex, or cost-prohibitive when using human workers. The 
total number of industrial robots worldwide is expected to reach 
2.6 million this year, an increase of roughly 1 million units since 
2015. Robots, like all the technologies mentioned above, are 
driven by data. Leveraging robots successfully starts by getting 
the underlying data in order.

INTERNET OF THINGS (IOT)

Complete digitization of processes is only possible with 
complete connectivity of all equipment and devices used in 
the manufacturing process. By leveraging IoT, smart sensors 
can track discrete processes, equipment performance and 
inventory levels, and send the data to an enterprise resource 
planning (ERP) platform for integration. With connected devices 
capturing real-time data, key decision-makers will be able to 
track and improve everything from output and efficiency, to 
inventory levels and supply chains. Manufacturers have already 
had success incorporating IoT devices onto the production 
floor, and the presence of IoT is growing fast.

ADDITIVE MANUFACTURING

Additive manufacturing, more commonly known as 3D printing, 
is arguably one of the most transformational technologies ever 
introduced. Advances in additive manufacturing now allow 
parts and tools to be made out of high-performance plastic 
or refined metal alloys. More significantly, the nature of AM 
processes allows for angles, cavities and cuts to be made that 
would be difficult and costly to accomplish with traditional 
tools. By 2023 the AM market is expected to be worth £4.3 
billion, up from 2018’s £1.4 billion. This technology requires the 
careful management of vast amounts of data for it to live up to 
its potential. 

Initiatives that rely 
on fully connected 
and data-driven 
technologies 
generated an 
estimated £3.9 billion 
in 2017. By 2023, this 
is expected to rise to 
£16.7 billion.
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MODEL AND SUPPLY CHAIN CHANGES

New technologies are revolutionising the production of consumer 
goods throughout the entirety of the manufacturing process. 
Within today’s world of fully-connected, intelligent manufacturing, 
the convergence of information technology and operational 
technology is an inevitability. The IT systems used for data-centric 
computing are more routinely being combined with operational 
technology systems, that are used to control and monitor devices 
and manufacturing processes. These shifts have resulted in a 
systematic change in manufacturing, that has produced smarter, 
data driven and more efficient operations.

Many organisations are moving from product-based business 
models to service-based models, primarily driven by growth of 
IoT and the cloud providing consumers with greater options and 
improved flexibility. Through leveraging technology to reduce 
proximity to the end user, manufacturers can develop future 
product iterations, deliver enhanced user experiences, provide 
improved services and increase sales. While ‘Anything as a 
service’ (XaaS) has historically been attributed to cloud computing, 
nowadays it is increasingly being used to define all ‘as-a-service-
based business models’, including design, experimentation, 
equipment, simulation, management, maintenance, and integration.

Internal system usability for manufacturing employees is also a 
vital factor to consider when aiming to stay ahead of the curve. 
Internal system users, no different from customers, prefer self-
service applications in comparison to picking up the telephone 
to fulfil a task. Internal users want updated systems that enable 
them to enhance their job performance. These updated systems 
consistently provide increased insight, flexibility and speed, 
allowing employees to perform jobs more effectively and efficiently. 

Another area which has seen a significant shift in recent times is 
consumer behaviour. Consumers are becoming much more aware 
of the origins of their consumables, from the origins of the raw 
materials, to the processes and conditions required to produce the 
finished article they purchase. Production needs, traceability of 
materials, anti-counterfeiting and Intellectual Property protection 
are all areas of concern along the supply chain, and transparency 
allows for areas of the supply chain to be easily checked 
when necessary. Trust is also vital when it comes to contract 
negotiations and audits, where additional and unnecessary costs 
may hide. Areas such as these are where outside knowledge of 
supply chains can come in handy, to ensure a trusted supplier is 
selected and a fair contract is always agreed.

GEOPOLITICAL AND REGULATION CHANGES

We are currently living in an age of uncertainty where geopolitical 
issues are rising globally, with many debating their trading 
agreement conditions, which is putting a huge strain on 
businesses. Over the past 18 months, a sequence of major 
regulatory changes has been initiated and put in place, ranging 
from GDPR data protection regulations to international trade tariffs. 
These regulations extend across a wide range of sectors and 
impact nearly every business.

The current trade uncertainties we are experiencing create an 
excellent opportunity for manufacturers to re-evaluate their current 
distribution and supply networks. By performing a risk analysis 
of existing suppliers and identifying potential bottlenecks, this 
provides a great starting point for discussing broader supply 
network strategies. Manufacturing firms should consider the 
optimum methods for building resilience into their supplier 
networks, in order to accommodate for the future’s unknown 
circumstances that may arise. This may include identifying new 
suppliers in certain regions, remapping the distribution networks, 
working on new pricing models, or altering production location 
based on customer proximity and prevailing trade policies. (Deloitte)

Market Trends: Market Dynamics

66%
the number of 
consumers who felt 
it was important for 
brands to take a public 
stand on social and 
political issues*

36%
the number of 
European IT 
professionals who felt 
well informed about 
GDPR and its impact 
on their business*

49%
the number of 
business leaders 
who feel that they 
are exposed to more 
uncertainty today than 
they were three years 
ago*

* = figures from Microsoft
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MARKET DEMAND

Demand levels are always going to fluctuate as a result of external 
influences and the pressures that they exert, such as the impacts 
of geopolitical issues on local businesses and consumers. These 
pressures make it particularly challenging for manufacturing firms 
to predict the correct supply capacity required to meet the current 
demand levels and corporate goals, even when utilising predictive 
analytics. Marketplace standing can be hugely influenced by a 
manufacturer’s ability to respond to the fluctuating demand levels. 

In order to control demand, much evidence suggests that the key to 
overcoming these issues is all about having the correct technology 
and support structures in place. 

It’s all about looking at each piece of data on a case-by-case basis 
to ensure each element is adding value. By enlisting Auditel’s 
professionals help, with extensive knowledge and experience in 
these categories, Auditel can highlight the positives and negatives 
you may not have realised before. 

Market Trends: Market Dynamics

Manufacturing firms 
are feeling particularly 
pressured to predict 
the correct supply 
capacity required 
to meet the current 
demand levels and 
corporate goals, 
even when utilising 
predictive analytics.

SKILLS AND TRAINING

Manufacturing sector leaders are acutely aware of the impact that 
an ageing workforce could potentially have on their businesses 
in the future. As the ‘boomers’ start to approach retirement, the 
manufacturing industry is facing an impending labour shortage. 
According to Deloitte, there will be around 2 to 3.5 million unfilled 
manufacturing jobs by as early as 2025. However, as these 
technologies have advanced, manufacturers are finding themselves 
in need of not just employees, but rather employees with a new 
skillset. As numerous tasks become increasingly automated and 
machine sensors become more customary, as well as allowing 
manufacturers to collect large amounts of data, this has resulted in 
a shift in the jobs makeup within manufacturing. 

Manufacturers now require employees who possess high-tech 
skillsets, who are proficient in mathematics and have an analytical 
mind. The need for a largely unskilled, trainable workforce that 
historically constituted much of the manufacturing sector is 
declining as technology becomes increasingly prevalent. When 
we talk about companies investing in technologies, the discussion 
regarding people often leans towards robots stealing jobs. This 
fear is common in popular culture, having been exacerbated by 
films and written fiction — but is this at all substantiated? Based 
on PwC’s survey results, there is little need to panic. Their results 
suggest that the vast majority of manufacturers agreed that there 
may be a reduction in headcount, but vitally, the digital age will 
allow manufacturers to do more without increasing headcount. 

Reassuringly, 91% of manufacturers said they thought the 
workforce becomes increasingly engaged when working alongside 
machines, in comparison to operating them. Furthermore, 90% of 
manufacturers said data from interconnected machines, as well as 
people, will inform decision-making and reduce costs.

Much research suggests that success will largely depend upon the 
digital IQ of organisations’ leaders. The workforce makeup is going 
to need to change drastically, but transformation can be difficult 
for the individual employee. Leaders must put in place and develop 
their change management capabilities to help reassure their 
employees during this disruption, closely working alongside teams 
across all functions before, during and after implementation.

Market Trends: Human Capital

71:29%
the current gender 
split between men 
and women working in 
manufacturing*

60%
the amount of open 
production positions 
currently unfilled 
because of a talent 
shortage*



1 11 0

M A R K E T DY N A M I C S A U D IT E L.C O.U K

There is not a single, standard solution to these challenges. 

However, as an industrial manufacturing executive, now is the time 
to re-examine your company’s portfolio through the lens of the new 
conditions that currently face us. The payoff of being a digitally 
oriented organisation — that is quick to adapt to new technologies 
— is not an inaccessible dream anymore, but rather a reality. Data 
indicates that across all sectors, organisations that reserve money 
for R&D spending on technologies earlier than their competitors, 
boast greater revenue gains. 

The central blockers seem to be a lack of coherent digital strategy 
and a lack of ability for organisations to understand what practical 
applications these novel technologies can offer their organisation. 
For many businesses, the adoption of these technologies involves 
breaking traditional boundaries between different business 
functions, the recruitment of new skills and transformation of 
activities into more flexible, continuous processes.

The risks of making such decisions can be significantly reduced 
if organisations ensure that they have a truthful comprehension 
of their current business position, with a 360-degree view of the 
challenges that are confronting them. Once this strategic high 
ground has been achieved, decisions regarding the investments 
required for growth and productivity become significantly less 
stressful. 

Auditel have worked with many manufacturers over the years and 
have a deep understanding of the sector’s challenges and needs 
due to our extensive network or experts. 

By engaging Auditel at the right time, independent external help that 
works alongside your existing leading operational teams, we can 
level the playing field and strengthen your competitive advantage, 
whilst ensuring you achieve the very best value for money. 

https://www.ctnd.com/5-manufacturing-trends-to-watch-for-2019/

https://www2.deloitte.com/us/en/pages/energy-and-resources/articles/industrial-manufacturing-industry-outlook.html

https://www.pwc.co.uk/industries/manufacturing/insights/industrial-manufacturing-trends-2018-2019.html

• https://www.strategyand.pwc.com/trend/2018-manufacturing

• https://www.pwc.co.uk/industries/manufacturing.html

https://www.themanufacturer.com/articles/these-six-trends-will-dominate-manufacturing-in-2019-says-microsoft/

https://cerasis.com/manufacturing-challenges/

https://blog.hubstaff.com/manufacturing-trends-challenges/

https://us.hitachi-solutions.com/blog/top-five-challenges-facing-manufacturing-industry/

Summary Sources

The payoff for a 
digitally oriented 
organisation, that is 
quick to adapt to new 
technologies, is not 
an inaccessible dream 
anymore but rather a 
reality. Data indicates 
that across all sectors, 
organisations that 
reserve money for R&D 
spending on software 
earlier than their 
competitors boast 
greater revenue gains.
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