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Summary

The UK aerospace sector had a turnover of £31 billion in 2016. It employs 95,000 people,
with the greatest number of jobs in the South West and the East Midlands. Nearly 90% of
what the sector produces is exported.

The UK has some major companies in the global aerospace sector, with both BAE Systems
and Rolls-Royce featuring in the global top ten companies by revenue. Further afield,
Boeing (United States) and Airbus (Europe) are the largest companies in the sector
globally.

The outlook for the industry as a whole is generally positive, with recent growth in output
expected to continue as demand for aircraft increases around the world. The UK industry
has a strong pipeline of work, and trade bodies are reporting optimism in manufacturers.

However, some observers are predicting that Brexit will have a negative impact on the
aerospace sector, with particular impact being felt in industry confidence and international
cooperation. That said, some people have suggested that parts of the sector may benefit
from less regulation.

Both imports and exports increased in 2016, relative to the previous year. The UK has run
a small trade deficit in the aerospace sector for the past few years. Trade disputes have
occurred recently, particularly with the USA placing tariffs on Bombardier jets which are
manufactured in Northern Ireland.

Aerospace is part of the Government'’s industrial strategy, and a number of initiatives
have been set up to boost research and investment, and to guarantee exports. The
Aerospace Growth Partnership and the Aerospace Technology Institute have both been
set up in recent years as a collaboration between Government and industry.
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1. Overview

1.1 General official statistics

All official statistics covering the aerospace sector in the UK use the
definition in the ONS Standard Industrial Classification, which is
“Manufacture of air and spacecraft and related machinery”.

Aerospace industry statistics, 2012-2016

Economic contribution? Turnover Number of enterprises Total employment

£ millions % of UK total £ billions % of UK total Count % of UK total Thousands % of UK total
2012 6,148 0.39% 24.9 0.85% 280 0.02% * *
2013 6,780 0.43% 24.3 0.79% 285 0.02% 90.1 0.31%
2014 6,189 0.38% 25.6 0.78% 325 0.03% 91.7 0.31%
2015 7,601 0.45% 29.4 0.85% 325 0.02% 91.6 0.30%
2016 8,665 0.50% 30.6 0.85% 310 0.02% 95.1 0.31%
Notes:

(a) Output gross value added (GVA), industry-specific equivalent to GDP

* = omitted from source data as it is potentially disclosive.

Economic contribution and turnover figures are not adjusted for inflation.
All figures are for SIC code 30.3, "manufacture of air and spacecraft and related machinery".

Sources:

Economic contribution: ONS, UK GDP(O) low level aggregates, 29 September 2017
Turnover, number of enterprises: BEIS, Business population estimates 2012-2016, most recent 13 October 2016
Employment: ONS, UK business register and employment survey, 2 October 2017

Despite making up only 0.02% of the businesses in the UK, the

aerospace industry contributed 0.5% of the UK's economic activity in
2016 (around £8.7 billion). It had a turnover of £31 billion in that year,

and employed 95,000 people.

The industry has grown reasonably consistently over the past five years,
with all the economic measures listed above having seen an increase.
The industry’s economic contribution to the UK was 40% higher in
2016 than in 2014, and the number of enterprises 14% greater. This

continues a pattern of growth in most of the past 25 years.

Year-on-year change in aerospace output, 1991-2016
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UK economy in
2016, had a
turnover of £31

billion and

employed 95,000

people.
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1.2 Employment by region

Employment in the aerospace industry is not evenly distributed across
the country. The largest proportion is found in South West England and
the East Midlands, which between them account for 43% of
employment across the whole of the UK.

Employment in the aerospace industry, by region, 2016

Employment % of aerospace % of total employment

employment in the region
North East 1,500 1.7% 0.1%
North West 15,000 16.9% 0.4%
Yorkshire and The Humber 1,000 1.1% 0.0%
East Midlands 18,000 20.3% 0.8%
West Midlands 6,000 6.8% 0.2%
East 7,000 7.9% 0.2%
London 800 0.9% 0.0%
South East 8,000 9.0% 0.2%
South West 20,000 22.5% 0.8%
Wales 9,000 10.1% 0.7%
Scotland 2,500 2.8% 0.1%

Notes: Aerospace industry represented by SIC code 30.3, "manufacture of air and spacecraft
and related machinery".

Total employment percentages are relative to the non-financial business economy.
Source: ONS, Business Register and Employment Survey, via Nomis, retrieved 23 October 2017

Employment in the aerospace industry, by region, 2016

Source: ONS Business Register and Employment Survey, via Nomis, 20 October 2017

South West
England and the
East Midlands
account for 43% of
employment in the
UK aerospace
industry.
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1.3 ADS statistics

ADS Group is a UK trade body representing the aerospace, defence,

) According to ADS
security and space sectors. It releases annual reports on the state of the

Group, the sector

industry and its short-term outlook; the 2017 edition lists the following directly employs
statistics. (These may not match the official statistics given above, 120,000 people
because ADS use slightly different definitions of the industry and gather and saw

their data in different ways.) productivity growth

. f 19% bet
. In 2017, the aerospace sector employed 120,000 people directly (2301 0 gondez\(%egn

(and a further 118,000 indirectly), with 68% of companies

employing apprentices or trainees.

. The sector had a turnover of £31.8 billion in 2017, up 39% over
the past five years.

. Nearly 90% of the demand for aerospace is from exports, coming
to a total of £27.7 billion.

. The industry saw productivity growth of 19% from 2010 to 2016,
compared to 3% in the general UK economy.’

' UK Aerospace Outlook 2017, ADS Group, 14 June 2017



https://www.adsgroup.org.uk/facts/uk-aerospace-outlook-report-2017/
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2. Companies in the aerospace
industry

The aerospace industry is dominated by major companies in the USA
and Europe. Boeing and Airbus are by far the largest companies, with
revenues in 2016 of $95 billion and $74 billion respectively. UK
companies BAE Systems and Rolls Royce are seventh and tenth in the
world in terms of total revenue.

Top 20 global aerospace companies by revenue, 2016
US$, billions

Boeing, USA

Airbus, Europe

Lockheed Martin, USA

General Dynamics, USA

United Technologies, USA

GE Aviation, USA

BAE Systems, UK

Northrop Grumman, USA

Raytheon, USA

Rolls Royce, UK

Safran, France

Thales, France

Honeywell Aerospace, USA

Leonardo, Italy

L-3 Technologies, USA

Textron, USA

Bombardier Aerospace, Canada

Mitsubishi Aviation and Integrated Defense, Japan

Harris Corp, USA

Huntington Ingals, USA

Source: PwC, Aerospace and defense 2016 year in review and 2017 forecast, June 2017

2.1 Boeing

Boeing is the largest aerospace company in the world, and was founded
by William Boeing in 1916.2 It is headquartered in Chicago and does the
bulk of its work in the USA, but also employs over 2,000 people in the
UK and contributes substantially towards the UK economy, spending
£2.1 billion with UK suppliers in 20162 and contributing over £100
million to bail out struggling UK airline Monarch in 2016.4

Boeing has seen strong profits in recent months, raising its profit
forecasts in October 2017 for the second time in six months.>

Boeing history chronology, Boeing, 14 December 2015

About Boeing in the UK, Boeing UK, retrieved 3 November 2017

Boeing helped finance bailout of Monarch Airlines, Financial Times, 8 October 2017
Boeing raises profit forecasts after cutting costs, Financial Times, 25 October 2017

aos woN



http://www.boeing.com/resources/boeingdotcom/history/pdf/Boeing_Chronology.pdf
http://www.boeing.co.uk/boeing-in-the-uk/about-boeing-in-the-uk.page?
https://www.ft.com/content/a7cb0a40-ac48-11e7-aab9-abaa44b1e130
https://www.ft.com/content/33b72a86-b985-11e7-8c12-5661783e5589
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2.2 Airbus

The largest aerospace company in Europe, Airbus is headquartered in
Toulouse, France. It operates throughout Europe, employing over
10,000 people in the UK in its plants at Filton near Bristol and
Broughton in North Wales, and spends over £4 billion annually with UK
suppliers.®

Airbus admitted in April 2016 that it had uncovered discrepancies in its
disclosures about middlemen used to win commercial export deals;
since then, it has come under formal investigation for bribery and
corruption by both the UK’s Serious Fraud Office and France’s Parquet
National Financier. It may yet also be investigated by US authorities.’

Both Airbus and Boeing have been involved in a dispute over state aid
and trade tariffs that is affecting aircraft manufacture in Northern
Ireland. For more details, see Box 1.

2.3 BAE Systems

Employing nearly 35,000 people in the UK, BAE Systems is the UK's
largest aerospace company.® Its predecessor, British Aerospace, was
owned by the UK Government until changed to a public limited
company by the British Aerospace Act 1980.

On 9 October 2017, BAE announced that it was cutting nearly 2,000
jobs from its aerospace and naval servicing operations, in order to “align
our workforce capacity more closely with near-term demand and
enhance our competitive position to secure new business.”® Demand
for the company’s Eurofighter jets has apparently been lower than
expected, resulting in it cutting jobs in Warton and Samlesbury in
Lancashire, where the jet is manufactured.

When the job losses at BAE were brought up at Prime Minister’s
Questions on 11 October 2017, Prime Minister Theresa May said that
“the Department for Work and Pensions will ensure that people have all
the support they need to look for new jobs”, and pointed out that
Qatar had agreed to purchase “24 Typhoons and six Hawks from BAE”
as evidence that the Government was keeping up demand for BAE's
products. A similar question was asked at PMQs on 25 October 2017,
when the Prime Minister said “| can assure the House that we will
continue to promote our world-leading defence industry”, and added
that “the Ministry of Defence spent £3.7 billion with BAE and is
working with it to maximise export opportunities for Typhoons and
Hawks in the future to ensure that we can retain jobs here in the United
Kingdom.”

6 Airbus in the UK, Airbus, retrieved 3 November 2017

7 Airbus reveals violations over payments to middlemen, Financial Times, 31 October
2017

& A Global Company, BAE Systems, retrieved 2 November 2017

9  BAE systems press release, 10 October 2017

19 BAE set to cut almost 2,000 aerospace and dockyard jobs, Financial Times, 9
October 2017



http://www.aircraft.airbus.com/company/worldwide-presence/airbus-in-uk/
https://www.ft.com/content/ee1b765e-be15-11e7-b8a3-38a6e068f464
http://www.baesystems.com/en/our-company/about-us/where-we-operate
http://www.baesystems.com/en/article/announcement-of-organisational-changes
https://www.ft.com/content/7892c6f2-aceb-11e7-beba-5521c713abf4
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2.4 Rolls-Royce

Founded by Henry Royce in 1884, Rolls-Royce has been making engines
for aeroplanes since 1914."" The company employs over 22,000 people
across the UK, and claims to account for 2% of all UK goods exports.'?
Its largest site is in Derby, where it manufactures Trent jet engines for
Airbus aircraft.

The company has had some difficulties in recent years, with a series of
bribery and corruption allegations ending in the largest British fine ever
imposed on a company for criminal conduct, at almost £500 million.™ It
then announced the largest pre-tax loss in its history in February 2017
(£4.6 billion), partly as a result of the drop in value of the pound
following the EU referendum in 2016, '® although it has remained active
in investment — in June 2017 it announced a £150 million investment in
the East Midlands, securing 7,000 jobs.™

Box 1: US tariffs on Bombardier jets

Bombardier is a Canadian company which makes the wings for its C-Series passenger jets at its plant in
east Belfast in Northern Ireland. On 27 September 2017, the US Department of Commerce announced
that it was placing a tariff of 219% on these jets when imported to the United States, effectively
tripling their price'; this was followed up on 6 October 2017 with an announcement of a further 80%
tariff.™ This action was in response to a complaint by Boeing, claiming that the Quebec regional
government had unfairly supported Bombardier, and that Boeing was therefore unable to effectively
compete.

Theresa May has said that she is “bitterly disappointed” by the decision, and has personally lobbied US
President Donald Trump to try to overturn it. Although the decision is not yet final (the Department of
Commerce’s verdict will be announced in February 2018), Bombardier has taken steps to try and
mitigate its effect. As part of this, on 17 October 2017 European aerospace manufacturer Airbus
agreed to take a 50.01% stake in the Bombardier subsidiary that manufactures the C-Series, and will
also start to manufacture them at its plant in Alabama.™

This agreement was welcomed by Arlene Foster, leader of the DUP, as it was expected that this deal
would help preserve jobs in Belfast. However, Boeing claimed that “the announced deal has no impact
or effect on the pending proceedings at all. Any duties...will have to be paid on any imported C Series
aeroplane or part, or it will not be permitted into the country.”

" Rolls-Royce history timeline, Rolls-Royce, retrieved 3 November 2017

2 Worldwide presence, Rolls-Royce, retrieved 3 November 2017

13 UK warns Boeing it could lose contracts over Bombardier dispute, The Guardian, 27
September 2017

14 US orders new tariffs on Bombardier jets, Financial Times, 6 October 2017

15 Airbus to take majority stake in Bombardier's C-Series jet business, Financial Times,
16 October 2017

6 Delta dismisses tariffs threat after Airbus-Bombardier deal, Financial Times, 18
October 2017

17 Rolls-Royce shares climb on back of bribery settlement, Financial Times, 17 January
2017

18 Rolls-Royce reports biggest loss with drop in every division, Financial Times, 14
February 2017

19 Rolls-Royce safeguards 7,000 jobs in East Midlands, BBC News, 29 June 2017



https://www.rolls-royce.com/about/our-story/rolls-royce-history-timeline.aspx
https://www.rolls-royce.com/worldwide-presence.aspx
https://www.theguardian.com/business/2017/sep/27/uk-boeing-contracts-bombardier-us
https://www.ft.com/content/66cd77c0-aabe-11e7-ab55-27219df83c97
https://www.ft.com/content/51ed09f0-03d6-3509-bde0-7f7e465ece21
https://www.ft.com/content/91968476-b41c-11e7-a398-73d59db9e399
https://www.ft.com/content/5740a276-dc17-11e6-9d7c-be108f1c1dce
https://www.ft.com/content/46db8900-f2a1-11e6-8758-6876151821a6
http://www.bbc.co.uk/news/uk-england-derbyshire-40441018
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3. Industry outlook

The aerospace industry as a whole is in reasonably good health at he ind h
—indeed, since the 2008 financial crisis it has seen almost The industry has
presgnt inaeed, s been growing near-
continuous growth: steadily since 2008
. . . . 0
Aerospace industry economic contribution, 1990-2016 and has seen 23%
f billions, constant prices growth since 2010.
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Note: Prices use chained volume measure. Aerospace industry is SIC code 30.3.
Source: ONS, UK GDP(O) low level aggregates, 29 September 2017

According to ADS Group:?°

o The UK aerospace sector is “the largest in Europe and second
globally to the USA”;

. It has seen 23% growth since 2010;

o The firms it surveys are optimistic about future growth, with 60%
expecting growth of more than 10% within the next 12 months;

. 64% of these firms say that this growth is driven by new export
opportunities.?'

The UK sector has a strong pipeline of work for the near future, with
nine years in hand as of July 2017.%

EEF agrees with the general positive outlook, at least in the medium
term. It reports that business will come from three main areas: increased
passenger numbers (leading to increased demand for aircraft),
technological innovation in the parts that go into aircraft, and greater
demand for air travel within developing economies.??

20 2017 Industry Facts & Figures, ADS Group, 12 June 2017
21 UK Aerospace Outlook 2017, ADS Group, 14 June 2017
22 UK aerospace on transformative flight path, The Engineer, 19 July 2017

23 Sector Bulletin: Aerospace, EEF, 10 April 2017



https://www.adsgroup.org.uk/reports/facts-figures-2017/
https://www.adsgroup.org.uk/facts/uk-aerospace-outlook-report-2017/
https://www.theengineer.co.uk/careers-uk-aerospace-on-transformative-flight-path/
https://www.eef.org.uk/%7E/media/819b3386168b4a02afafc5b6a1d459cb.pdf?la=en
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4. Aerospace trade

Aerospace trade, 1996-2016
f billions
10 -

Exports

Balance

Imports
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Note: Aerospace sector here is SITC code 792: Aircraft & associated eqp; spacecraft (including
satellites) & spacecraft launch vehicles; parts thereof
Source: HMRC, UK Trade Info, Data by SITC code, retrieved 24 October 2017

UK aerospace imports have been higher than exports in all but three

. . 2 . . The UK has a trade
years since 1996, and this trade deficit has increased overall since 2013. deficit in aerospace
The value of both imports and exports increased markedly in 2016, after | 54 mainly trades in
being mostly flat for the previous three years. This may be partly due to parts rather than
the impact on the value of the pound of the 2016 EU referendum. whole aircraft.

Much of the trade included in these data is in parts rather than whole
aircraft. These are then assembled into other parts, which are in turn
traded so that they can be assembled into larger parts and ultimately
the whole aircraft. Value is added to the products traded at each stage
of the production process.

4.1 Trade tariffs

Tariffs — taxes on imported goods — are applied by countries when they
wish to protect their domestic industries by making it more expensive to
import goods.

Because the European Union is a customs union, the UK does not apply
tariffs on any aerospace products imported from the rest of the EU, and
its products are not subject to tariffs when exported to other EU
member states either.

However, exports outside the EU are subject to tariffs, set by the
importing country. These vary widely, depending on the exact product
being exported and the country it is going to — for example, the average
most-favoured-nation tariff?* on aircraft, spacecraft and their
constituent parts when imported into Canada is 0.9%, with tariffs on
different products ranging from 0% to 15.5%.2

24 According to the WTO, this is the “normal non-discriminatory tariff charged on
imports.”
25 WTO Tariff Download Facility, retrieved 8 November 2017



https://www.wto.org/english/tratop_e/tariffs_e/tariff_data_e.htm
http://tariffdata.wto.org/default.aspx
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Trade can be seriously affected if tariffs change. Such a change
happened in September 2017 on jets that are partly manufactured in
Belfast — see Box 1 in Chapter 2 for more details.
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5. The impact of Brexit

5.1 Industry confidence

Shortly after the EU referendum, Paul Everitt, CEO of ADS Group, said . .
Brexit is predicted

that “Brexit was not the outcome we would have preferred. Today we to hit the industry
are in a challenging environment.”?¢ He echoed this view in a blog post in several ways,

in November 2016, saying that “The UK's decision to leave the although its impact
European Union has created significant uncertainty and this will has not yet been
continue until our new relationship with the EU has been determined.” apparent and may

only be long-term.

There has been no obvious financial impact so far on the aerospace

industry (in published data) from the decision to leave the EU. Indeed,
the ADS’s 2017 report said that 73% of companies in the industry
currently plan to increase their investment. However, as the industry
works on a long-term cycle, Everitt has also said that a hard Brexit
would cause “an incremental effect felt in 10 to 15 years.” %’

Speaking at a Royal Aeronautical Society conference in October 2016,
Paul Kahn, president of Airbus UK, said:
While there is some turbulence on the radar, | am expecting a
strong tailwind. There is uncertainty while we wait to see what
out looks like, and we can't take future success for granted. But if
Brexit is managed correctly, with an industrial policy to match, |
truly believe this can be an exciting time of opportunity for British
industry.?®

5.2 Future investment

Katherine Bennett, the head of Airbus UK, has said that “We can’t shy
away from the fact that future investments made by Airbus will
inevitably depend on the economic environment in which we operate.
The company’s business model is based on our ability to move products,
people and ideas around Europe free from restrictions. " 2°

This suggests that for projects after the UK leaves the EU, Airbus may
choose to carry out work in its facilities elsewhere in Europe rather than
in the UK; this position was echoed by Fabrice Bregier, the CEO of
Airbus, who said in June 2017 that Airbus would find it “very easy to
have a new plant somewhere in the world for new projects. We would
have plenty of offers”.3°

5.3 Access to skilled labour

A report from manufacturers’ association EEF highlights the fact that
the UK could potentially lose access to the skilled labour it needs for

26 Farnborough: What does Brexit mean for the UK aerospace industry?, Royal
Aeronautical Society, 8 July 2016

27 Aerospace industry warns against 'hard Brexit', The Telegraph, 14 June 2017

28 Tailwind or turbulence? Brexit and UK aerospace, Royal Aeronautical Society, 6
December 2016

29 Britain's aerospace sector could be priced out after Brexit, The Guardian, 3
September 2017

30 Aerospace industry warns against 'hard Brexit', The Telegraph, 14 June 2017



https://www.aerosociety.com/news/farnborough-what-does-brexit-mean-for-the-uk-aerospace-industry/
http://www.telegraph.co.uk/business/2017/06/14/aerospace-industry-warns-against-hard-brexit/
https://www.aerosociety.com/news/tailwind-or-turbulence-brexit-and-uk-aerospace/
https://www.theguardian.com/business/2017/sep/03/britain-aerospace-sector-could-be-priced-out-after-brexit
http://www.telegraph.co.uk/business/2017/06/14/aerospace-industry-warns-against-hard-brexit/
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aerospace manufacturing, and suggests that this may put other
countries (notably Germany and Spain) in a stronger position when it
comes to bidding for new work.?' Similarly, Rolls-Royce has a quarter of
its workforce outside the UK, and has identified free movement as a big
issue when it comes to their competitiveness.

5.4 The role of the EASA

The EEF's report also highlights the fact that the UK is currently a
member of the European Aviation Safety Agency, which certifies the
safety of aircraft and their components. It states that “If the UK opts to
create its own regulatory regime, and UK suppliers still have to seek
certification from EASA, costs would rise. This would act as a further
disincentive to any future investment.” 33

Tim Johnson, policy director of the Civil Aviation Authority, has said that
“there is a strong case for UK to remain as close to EASA as it is today."”
He also suggested, however, that if the UK were not under EU aviation
regulation it would be possible for it to set its own regulations, for
example in the areas of foreign ownership of airlines or airport slot
allocation.?*

As of October 2017, the Government had not stated whether it would
seek to remain in the EASA or create a new regulatory body.?*

5.5 Innovation in the UAV sector

The relatively young and fast-moving UAV (unmanned aircraft, or
drones) sector is one where Brexit could lead to further innovation,
according to Dewar Donnithorne-Tait, director of Veitch Moir, a drone
research and development consultancy. He has suggested that being
freed from EU regulation would result in drone companies being more
able to innovate and come up with new products.3®

5.6 Higher prices in the supply chain

Much of the UK’s aerospace industry focuses on manufacturing parts
for aircraft, which results in millions of components moving between
countries each year; there are fears that if Brexit results in higher prices
or more difficulty in moving these components across borders, the UK
will become a less attractive place to carry out this manufacturing. Paul
Everitt, CEO of ADS Group, has said that:

As an industry, we run a complex set of manufacturing processes

in which millions of components need to pitch up from Toulouse
at the right time and in the right order. [Brexit] implies significant

31 Sector Bulletin: Aerospace, EEF, 10 April 2017

32 UK aerospace industry fears loss of leading edge after Brexit, Financial Times, 4
January 2017

3 |bid.

34 Tailwind or turbulence? Brexit and UK aerospace, Royal Aeronautical Society, 6
December 2016

35 PQ 106642 [on Aerospace Industry: Certification], 17 October 2017

3% Tailwind or turbulence? Brexit and UK aerospace, Royal Aeronautical Society, 6
December 2016



https://www.eef.org.uk/%7E/media/819b3386168b4a02afafc5b6a1d459cb.pdf?la=en
https://www.ft.com/content/77e6e934-c571-11e6-8f29-9445cac8966f
https://www.aerosociety.com/news/tailwind-or-turbulence-brexit-and-uk-aerospace/
http://www.parliament.uk/written-questions-answers-statements/written-question/commons/2017-10-09/106642
https://www.aerosociety.com/news/tailwind-or-turbulence-brexit-and-uk-aerospace/
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cost ... The concern is that the UK becomes less competitive
because there are extra costs with moving people and
components around.?’

37 Britain's aerospace sector could be priced out after Brexit, The Guardian, 3
September 2017



https://www.theguardian.com/business/2017/sep/03/britain-aerospace-sector-could-be-priced-out-after-brexit
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6. Government policy

6.1 Industrial strategy

In January 2017, the Government published the Green Paper Building
our Industrial Strategy. This contained several measures that the
Government is putting in place to help particular sectors of the
economy; it mentioned the following about aerospace.

Government is
investing in
aerospace R&D...

The UK has one of most successful civil aerospace industries in the
world, but competitive pressures are intense.

The Government is therefore working with the sector on a long
term partnership, underpinned by a joint government-industry

commitment to funding £3.9 billion of aerospace research and
development projects between 2013 and 2026.

[...]

As part of the government-industry £3.9 billion commitment to
the sector, we are jointly investing £14 million with Rolls-Royce
and Loughborough University in a collaborative research and
technology project to reduce engine emissions. The confidence
provided by this type of support has helped Rolls-Royce to invest
£75 million in a brand new facility in Solihull, to design and
develop engine control systems. These systems are integral to the
production of the company’s latest aeroengines, for which they
have an order book of over £70 billion supporting thousands of
jobs across the breadth of the UK.

The £3.9 billion mentioned here was a commitment made by the
Government in 2013, then extended by 6 years until 2025-26 in the
2015 Spending Review.

6.2 Aerospace Growth Partnership

The Aerospace Growth Partnership (AGP) is a strategic partnership
between the Government and the UK aerospace mdustry. It has AGP, a strategic
published several strategy papers, the most recent of which was Means growth

of ascent: the Aerospace Growth Partnership's industrial strategy for UK | partnership. ..
aerospace 2016. This lists a number of actions that the AGP has taken

...has set up the

to help the industry — some of these are listed below.

. Launched the UK Aerospace Supply Chain Competitiveness
Charter, under which the largest companies in aerospace share
opportunities and technology with each other;

. Supported innovation in R&D via the National Aerospace
Technology Exploitation Programme (NATEP), supporting 114
collaborative projects in over 250 companies;

. Jointly sponsored 500 Aerospace Engineering MSc bursaries;

. Inaugurated an Aerospace Research Centre within the
Manufacturing Technology Centre (MTC) at Ansty Park which has
expanded the UK’s manufacturing innovation capacity.


https://www.gov.uk/government/consultations/building-our-industrial-strategy
https://www.gov.uk/government/consultations/building-our-industrial-strategy
https://www.gov.uk/government/publications/means-of-ascent-strategy-for-uk-aerospace-2016
https://www.gov.uk/government/publications/means-of-ascent-strategy-for-uk-aerospace-2016
https://www.gov.uk/government/publications/means-of-ascent-strategy-for-uk-aerospace-2016
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6.3 Aerospace Technology Institute ...and has created

Established in May 2014, the Aerospace Technology Institute (ATI) is a the ATito
collaboration between Government and industry, which aims to create collaborate with
and update an industrial strategy for the aerospace sector, and support mdu;try on strategy
it with targeted investment. It has released a number of reports and and investment,

recommendations since its creation; in July 2016, it produced Raising
Ambition, an update to its long-term strategy.

This document identifies both innovations in specific technologies and
the general economic benefit of the aerospace industry as success
stories from the sector, and reports on the general themes within the
industry that it supports via its investments. These themes are:

. Aircraft of the future (supporting research and investment into
technologies for new aircraft);

. Smart, connected and more electric aircraft (focusing on specific
technologies, such as avionics and communications systems);

. Aerostructures of the future (improvements in the major
structures that are currently produced in the UK, such as wings),

o Propulsion of the future (new and improved propulsion systems,
such as ultra-efficient turbofan engines).

As of 10 June 2016, the ATl had distributed £632 million in grant
funding to 188 organisations within the aerospace sector.

6.4 Supporting aerospace exports

The Government supports aerospace exports mainly though the
Department for International Trade’s Defence and Security Organisation
(DSO) and UK Export Finance.

The DSO aims to help UK companies export by building relationships
with overseas customers and working closely with UK industry and
Government departments to promote the UK’s security industry brand.
The DSO operates two regional directorates.®

UK Export Finance (UKEF) is the “UK’s export credit agency”.® The body
provides insurance to exporters and guarantees to banks in order to
share the risk of financing UK exporters. The body also provides loans to
foreign companies seeking to buy goods and services from UK
companies.

As an important exporting industry, aerospace has benefited from
support from UKEF. This support has been “at a much reduced level” in
2016-17 relative to the previous year (UKEF took on a maximum liability
of £7 million in the sector during this financial year, down from £497
million in 2015-16), due to Airbus making no applications for export

38 About us, Department For International Trade Defence and Security Organisation,
retrieved 2 November 2017
39 About us, UK Export Finance, retrieved 2 November 2017


http://www.ati.org.uk/resources/publications/#raising-ambition
http://www.ati.org.uk/resources/publications/#raising-ambition
https://www.gov.uk/government/organisations/department-for-international-trade-defence-and-security-organisation/about
https://www.gov.uk/government/organisations/uk-export-finance/about
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support while it is under investigation by the Serious Fraud Office
regarding its historic use of overseas agents.*

6.5 Devolved administrations

The Scottish Government published its Aerospace, defence, marine and
security strategy in 2016. This document identified six themes that are
common to the four industry sectors covered by the strategy:

. Supply chain capability;

. Internationalisation;

o Business environment;

. Skills;

. Operational excellence;

o Innovation, research and technology.

The strategy document made recommendations under each of these
themes, and also made the broader point that the Scottish aerospace
industry should seek to work closely with the AGP and with the UK
Government in order to further develop the industry.

40 UK Export Finance Annual Report and Accounts 2016 to 2017, UK Export Finance,
18 July 2017



https://www.scottish-enterprise.com/knowledge-hub/articles/publication/adms-strategy-2016
https://www.scottish-enterprise.com/knowledge-hub/articles/publication/adms-strategy-2016
https://www.gov.uk/government/publications/uk-export-finance-annual-report-and-accounts-2016-to-2017
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7. Further information

The House of Commons Library has produced a number of other related
publications, in particular:

o Manufacturing: statistics and policy

. Industrial strateqy
. Industrial policy, 2010 to 2015

In April 2017, EEF released their annual Aerospace Sector Bulletin —
highlights are available here, along with a link to download the full
report.

In June 2017, ADS Group released their most recent overview of the
aerospace sector, the UK Aerospace Outlook Report 2017.

Finally, in June 2017, PwC released their Aerospace and defense year in
review and 2017 forecast, providing a global view of the aerospace
sector.

The Parliamentary Office of Science and Technology has produced some
notes that may be of interest: Advanced Manufacturing (September
2012) and Civilian Drones (October 2014).

The Aerospace Growth Partnership has released a series of documents
about its strategy for the UK aerospace sector:

o Reach for the Skies — A Strategic Vision for UK Aerospace (July
2012)

o Lifting Off — Implementing the strateqic vision for UK aerospace
(March 2013)

. Flying High — One year on from Lifting Off (July 2014)

o Means of Ascent — The Aerospace Growth Partnership’s Industrial
Strategy for UK Aerospace 2016 (July 2016)



http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN01942
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-7682
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06857
https://www.eef.org.uk/campaigning/news-blogs-and-publications/blogs/2017/apr/7-key-highlights-from-eef-aerospace-sector-bulletin
https://www.adsgroup.org.uk/facts/uk-aerospace-outlook-report-2017/
https://www.pwc.com/us/en/industrial-products/publications/aerospace-defense-review-and-forecast.html
https://www.pwc.com/us/en/industrial-products/publications/aerospace-defense-review-and-forecast.html
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/POST-PN-420
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/POST-PN-479
https://www.theagp.aero/wp-content/uploads/sites/9/2014/03/Reach-for-the-Skies-A-Strategic-Vision-for-UK-Aerospace.pdf
https://www.theagp.aero/wp-content/uploads/sites/9/2014/01/lifting-off.pdf
https://www.theagp.aero/wp-content/uploads/sites/9/2014/07/AGP_Booklet_FINAL_FOR_WEB.pdf
https://www.theagp.aero/wp-content/uploads/sites/9/2016/07/Means-of-Acscent-2nd-Edition-LoRes-02-08-16.pdf
https://www.theagp.aero/wp-content/uploads/sites/9/2016/07/Means-of-Acscent-2nd-Edition-LoRes-02-08-16.pdf
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