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Whitepaper details

To gather the data for this whitepaper, we conducted an online survey of owner 
managed businesses between 10 November and 16 December 2016. The findings 
within this whitepaper represent the views of M&E respondents – primarily chief 
executives, managing directors or partners.



Introduction

Manufacturing and engineering (M&E) is of 
great importance to the UK economy. From 
its influence on infrastructure development, 
job creation and contribution to gross 
domestic product (GDP), a strong 
manufacturing and engineering sector forms 
the basis of economic prosperity. 

The findings of the report show that 
respondents were generally less optimistic 
than respondents from other sectors and 
those of prior years. This may well in part be 
due to Brexit and its effect on exchange rates, 
and the current political unrest globally 
lowering economic confidence.

However, the CBI Industrial Trends survey 
has registered the best performance for the 
manufacturing sector in two years, with the 
positive result fuelled in part by booming car 
production. 

Similarly the UK aerospace sector continues 
to go from strength to strength with 
significant exports in the global market.

Our survey shows that a high number of  
owner managed businesses (OMBs) within 
the M&E sector continue to look to develop 
new products and invest in staff training to 
help retain their best people and be more 
competitive in this exciting sector.
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Confidence in 2017

Although OMBs operating in the 
manufacturing and engineering (M&E) sector 
are slightly more optimistic about hitting 
revenue and profit targets this year than last, 
they are noticeably less optimistic than 
OMBs in general: 62% of M&E OMBs are 
confident about hitting revenue targets in 
2017, compared to 69% of all OMBs 
surveyed. Similarly, 56% of M&E OMBs this 
year are confident about hitting profit targets, 
compared to 62% of OMBs overall. 

Only 52% of M&E OMBs are confident about 
the general outlook for the year ahead 
(compared to 60% of all OMBs). Confidence 
about the general outlook has in fact 
plummeted among M&E OMBs, down from 
61% last year. One M&E OMB’s aspiration  
for 2017 was simply to “stay afloat” and 
“weather storms”.

More positively, the majority of M&E OMBs 
we surveyed (55%) expect their business to 
perform better in 2017 than in the previous 
year, with only 10% expecting a worse 
performance.

Even so, the relatively low confidence among 
M&E OMBs compared to the total survey 
group is striking. M&E OMBs, 73% of which 
export to overseas markets, perhaps feel 
particularly exposed to major political and 
economic developments and uncertainty, as 
created by the Brexit vote, for example. Given 
OMBs’ lack of control over such issues, lower 
confidence in the general outlook is 
understandable. Importers will also have 
been affected by the weak pound pushing up 
materials costs. The fact that M&E OMBs are 
more confident in their ability to hit revenue 
and profit targets, however, suggests they 
have faith in their business strategies and 
ability to adapt to changing conditions.

56%
of M&E OMBs are 
confident about 

hitting profit targets

55%
expect their 

business to perform 
better in 2017
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Strategies for 2017

M&E OMBs are continuing to invest in their 
businesses, as indicated by their strategic 
plans. Developing new products or services is 
the most popular strategy among M&E 
OMBs, with 55% certain or very likely to do so 
– well ahead of the 40% of OMBs surveyed 
overall. Similarly, 52% of M&E OMBs intend to 
launch new products or services. 

Expanding the UK customer base comes third 
in the M&E OMB strategy rankings (chosen by 
51%). M&E OMBs are more likely to be 
focused on increasing their UK customers 
than they are on increasing export activity, but 
they are more likely to seek increased exports 
than OMBs generally (31% of M&E OMBs, 
compared to 17% of all OMBs). 

Many M&E OMBs (43%) are certain or very 
likely to invest in staff training in 2017, and 
OMBs in the M&E sector are more likely to 
create apprenticeships than OMBs generally 
(28% of M&E, 15% overall). Interest in training 

and apprenticeships reflects the fact that a 
shortage of skilled staff is the biggest 
business-related concern for M&E OMBs in 
2017 – as it also was last year. Investing in 
training your own people is therefore a 
natural response to try to address this issue. 
Setting up apprenticeships is also potentially 
attractive in the light of the new 
apprenticeship levy. One M&E OMB was 
planning to “develop apprentices as opposed 
to recruiting expensive skilled staff”. 

For many M&E OMBs, strategic plans for 
2017 include multiple elements. One survey 
participant described his aspirations for the 
year as follows: “To continue to build on our 
UK manufacturing investments, drive 
efficiencies, economies of scale and new 
business. Continue to provide our customers 
with a top quality product and service. 
Continue to capitalise on weaker Sterling and 
its effect on imported finished goods.”

51%
aim to increase 

 UK customer base

Developing  
products and 
services: the  
top strategy  

for 2017
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Concerns in 2017

Almost three-quarters (73%) of the M&E 
OMBs surveyed export to overseas markets, 
so it’s no surprise that 70% are concerned 
about exchange rate fluctuations. M&E OMBs 
are much more concerned about this issue 
than they were last year (53%), and also 
much more concerned than OMBs in general 
(48%). Even though exporters should benefit 
from the cheaper pound making their 
products and services more attractive to 
foreign buyers, many will also be importing 
goods and so incurring increased costs 
which they may not be able to pass on 
quickly. A fluctuating pound also adds to 
uncertainty about the future and makes 
planning ahead more difficult.

A majority (63%) of M&E OMBs are worried 
about the impact of Brexit, reflecting 
concerns about the impact on future EU 
trade, including the risk of tariffs, for example. 
However, only 52% of M&E OMBs disagree 
with the UK’s Brexit vote result, while 38% are 
pleased with the outcome. In last year’s 
survey, before the referendum, 61% of M&E 

OMBs opposed Brexit and just 22% wanted 
the UK to leave the EU. Therefore there is 
clear evidence of a shifting in opinion among 
M&E OMBs, perhaps reflecting the resilience 
of the UK economy so far. Exporters have 
benefited from the weak pound, while many 
OMBs have enjoyed relatively strong 
performance in 2016 and have a healthy 
pipeline of orders running into 2017. 

When asked about specific business concerns, 
a shortage of skilled staff tops the worry list 
for M&E OMBs – though the vast majority 
(78%) don’t think Brexit will affect their ability 
to attract or retain skilled staff. Extracting 
profits from the business is a concern for 
nearly half of respondents (45%) – making it 
their second biggest business-specific worry 
– reflecting the rise in the dividend tax rate and 
expanded scope of profits subject to dividend 
tax. Many M&E OMBs (22%) are also 
concerned about cyber security and data 
privacy, recognising the damage that 
cybercrime and data breaches can have on 
business reputations and performance.

70%
concerned about 

exchange rate 
fluctuations

45%
worried about the 
ability to extract 
profits from the 

business
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Case study:  
Delta Motorsport

Formed in 2005 and based at the Silverstone 
Circuit, Delta Motorsport is a leading 
engineering solutions business employing 
23 staff. Initially focused on motorsport 
projects, the business now also services the 
marine, defence and automotive sectors, 
with low carbon automotive a key area of 
focus for 2017.

Simon Dowson, Delta Motorsport’s managing 
director, is relatively optimistic about the year 
ahead. “There are opportunities out there,” he 
says. “There’s high demand for expertise or a 
product that can reduce emissions in 
vehicles.” Most of Delta Motorsport’s clients 
are UK-based, but Dowson is also seeing 
interest from China. “There’s a big push there 
for electric and low emissions vehicles,” he 
says. “We’re working with a partner on 
product development to satisfy the current 
market requirements.”

Research and development activity is vital for 
the success of the business. “A lot of the 
work we do is early stage R&D through to 
running prototypes in order that we can 
develop products and knowledge in the low 
carbon environment,” Dowson says. “We have 
to keep pushing the boundaries to create 
opportunities for the business.” Delta 
Motorsport often teams up with other 
businesses on its R&D projects. “A lot of 
these are collaborative programmes, which 

can give us the opportunity to work with 
some of the major OEMs [original equipment 
manufacturers] and give them a feel for our 
business ahead of doing commercial work,” 
Dowson says. 

What’s the biggest challenge Dowson sees 
ahead? “Competition is getting stronger,” he 
says. “You’ve got to stay on top of things, 
otherwise you can get overtaken.” Increasing 
the size of the business could help and 
Dowson is looking at a potential M&A 
opportunity in order to gain critical mass.

Attracting and retaining good engineers is 
also challenging, due to the demand from 
other local employers such as Formula 1 
teams and Jaguar Land Rover. The key, 
Dowson says, is to find engineers who enjoy 
the smaller business environment – who 
want “to see something through from their 
concept to full completion”. The business also 
tries to recruit at least one graduate a year.
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Case study:  
Lahti Management

Based in Brackley in Northamptonshire, Lahti 
Management, which trades as T-Sport, began 
life in 2002 as a Formula 3 team. Now in its 
15th year, the business will be giving Formula 
3 a miss in 2017. Instead it is aiming to take 
part in LMP3 (Le mans Prototype 3) class 
races for sports cars. 

“We hope to get back into Formula 3 in 
future,” says team principal Russell Eacott. 
“We’re not doing it this year because it’s 
become such an engineering exercise – the 
amount of money and the engineering 
involved has made the cost prohibitive to a 
lot of people. It’s impossible to get the money 
required to do the job.” 

Funding typically comes through three 
routes: sponsorship, wealthy parents helping 
their children to get into racing or funding 
from a consortium formed to back a talented, 
up-and-coming driver. However, current 
economic conditions are unhelpful. “The 
outlook is difficult at the moment,” Eacott 

says. “There’s so much uncertainty in the 
market and the world, especially with Brexit. 
We go racing in Europe, and people are 
worried about it. That does have a knock-on 
effect.” Eacott is relatively philosophical, 
however, noting that his is a cyclical 
business. Conditions are likely to improve at 
some future point. 

The company currently employs four people, 
supporting one sports car, but two years ago 
the headcount was up to around 14 when 
T-Sport was running three Formula 3 cars. 
The business clearly needs to employ skilled 
engineers, though often on a contract basis 
to reflect its need for flexible resources. 

Investment in R&D is a constant requirement. 
“We keep spending money on the engineering 
side because you just have to do it,” Eacott 
says. “Last year, for example, we designed 
our own brake ducts. If you want to go 
quicker, you have to do engineering work – 
and that’s R&D.” 
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Our solutions

49% of manufacturing and engineering OMBs are very likely 
or certain to review their succession plans
We know the importance that OMBs place on protecting the future of their 
business, so we work with you to find the best solution that meets your 
unique requirements. This may include making a long-term business plan, 
merger, acquisition or sale, whether to a competitor, the management team 
or to private equity. 

55% of manufacturing & engineering OMBs are very likely or 
certain to develop new products or services
If businesses are investing in new technologies and innovation, then they 
may qualify for R&D tax relief. We have extensive experience in assisting 
companies identify qualifying projects and have successfully helped them 
claim over £200 million in R&D tax relief.

52% of manufacturing & engineering OMBs view a shortage 
of skilled staff as a business concern 
There are a range of tax approved share schemes that will allow you to 
incentivise your employees, and ensure they are rewarded for contributing 
to the success of your business. Our team can help you decide which 
option is best for your business. They will assist in the design process and 
advise on all aspects of valuations and taxation implications.
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"A high number of OMBs in the sector 
continue to look to develop new products 
and invest in staff training to retain their 
best people and be more competitive"
Richard Willis
Partner, Head of Manufacturing & Engineering
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Moore Stephens in the UK 
Moore Stephens is the UK’s 9th largest 

independent accounting and consulting 

network, comprising over 1,300 partners and 

staff in 34 locations.

Our objective is simple: to be viewed by 

clients as the first point-of-contact for all their 

financial, advisory and compliance needs. We 

achieve this by providing sensible advice and 

tailored solutions to help clients achieve their 

commercial and personal goals.

Clients have access to a range of core and 

specialist services including audit and tax 

compliance, business and personal tax, trust 

and estate planning, wealth management, IT 

consultancy, governance and risk, business 

support and outsourcing, corporate finance, 

corporate recovery and forensic accounting.

Our success stems from our industry focus, 

which enables us to provide an innovative and 

personal service to our clients in our niche 

markets. Specialist sectors include charities & 

not-for-profit, education, energy & mining, 

family offices, financial services, healthcare, 

hotels & leisure, insurance, pensions, 

professional practices, public sector, real 

estate, shipping, social housing, sports and 

technology & media.

Contact information
If you would like further information on any item within this 
report please contact us.

www.moorestephens.co.uk/south

Moore Stephens (South) are members of Moore Stephens International Limited, a worldwide network of independent firms. MSIL 
and its member firms are legally distinct and separate entities. Moore Stephens (South) LLP and Moore Stephens (Guildford) LLP are 
registered to carry out audit work in the UK and Ireland and regulated for a range of investment business activities by the Institute of 
Chartered Accountants in England and Wales. DPS35451 April 2017

About Moore Stephens
Moore Stephens is a top ten 
accounting and advisory network, 
with offices throughout the UK and 
member firms across the globe.

Our clients range from individuals 
and entrepreneurs, to large 
organisations and complex 
international businesses. We 
partner with them, support their 
aspirations and contribute to their 
success. In-depth understanding of 
our clients allows us to deliver 
focused accounting and advisory 
solutions, both locally and globally.

Clients have access to bespoke 
services and solutions, including 
audit and assurance, business 
support and outsourcing, payroll 
and employers’ support, business 
and personal tax, governance and 
risk, corporate finance, forensic 
accounting, wealth management, 
IT consultancy, and restructuring 
and insolvency.

Our success stems from our 
industry focus, which enables us to 
provide an innovative and personal 
service to our clients in a range  
of sectors.

Moore Stephens globally 
Moore Stephens International is  
a top ten global accountancy and 
consulting network, headquartered 
in London. With fees of over 
US$2.74 billion and offices in 108 
countries, clients have access to the 
resources and capabilities to meet 
their global needs.

By combining local expertise and 
experience with the breadth of  
our UK and worldwide networks, 
clients can be confident that, 
whatever their requirement, Moore 
Stephens provides the right 
solution to their local, national  
and international needs.

Chichester  

Andrew Henshaw 

T: 01243 531600
andrew.henshaw@moorestephens.com

Guildford 

Chris Goodwin 

T: 01483 538881
chris.goodwin@moorestephens.com

Isle of Wight 

Sue Lucas 

T: 01983 825000
sue.lucas@moorestephens.com

Salisbury 

Andrew Coldwell 

T: 01722 335182
andrew.coldwell@moorestephens.com

Southampton 

Stuart Datlen 

T: 023 8033 0116
stuart.datlen@moorestephens.com


