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Foreword

Welcome to the Spring 2017 review of our 

markets.
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Paul Nolan

Managing Director

Carbon60

Last quarter we highlighted that the rate of employment was the highest since

records began. This quarter sees the number of people in work even higher – which

is extremely encouraging news.

With every positive there are always negatives - rising inflation without the rising

wages to match is causing households to tighten the purse strings. Employers are

seemingly reluctant to give pay rises likely due to the perpetual Brexit speculation

and uncertainty that continues to dominate the headlines, the weak pound and

increased import costs.

As a leading provider of engineering and technical people solutions we experience

both the economic pressures employers are under and the impact of career choices

made by our candidates.

Despite this, we grew over 15% from 2015 – 2016, showing that there is still the

opportunity for businesses that really understand their customers to continue to

grow.
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Growth
UK GDP was estimated to have increased by 0.6% during

Quarter 4 2016, the same rate of growth as in the previous 2

quarters. Once again, growth was dominated by services, with

a strong contribution from retail sales and travel agency

services in particular.

Following falls in Quarter 3 2016, construction and production

provided negligible but positive contributions to GDP growth in

Quarter 4 2016.

Annual GDP was estimated to have increased by 2% during the

whole of 2016, slowing slightly from 2.2% in 2015 and from

3.1% in 2014, but moving in the right direction nonetheless.
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UK economy

Forecast
National Institute of Economic and Social Research's (NIESR)

recent report shows expectations on GDP falling from 2% in

2016 to 1.7% in 2017 before recovering slightly to 1.9% in 2018.

Earnings
Economists have warned rising inflation this year risks

squeezing household incomes if wages fail to keep pace.

Forecasts show underlying earnings growth held at 2.7% in

the three months to December. But firms may be unwilling to

keep raising pay as they grapple with higher costs and

uncertainty about the future as Brexit negotiations unfold.

*GDP

A monetary measure of the market value of all final 

goods & services produced in a period.
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Employed
There are 31.84 million people in work, 37,000 more than July to September 2016 and 302,000

more than a year earlier. The employment rate (the proportion of people aged from 16 to 64 who

are in work) is 74.6%, the highest since comparable records began in 1971.

Unemployed
There are 1.6 million people unemployed. Little has changed compared with July to September

2016 but 97,000 fewer than this time last year. The unemployment rate of 4.8%, down from 5.1%

for a year earlier is the lowest in 11 years.

Economically Inactive
There are 8.86 million people aged from 16 to 64 who are economically inactive (not working

and not seeking or available to work), 31,000 fewer than for July to September 2016 and 61,000

fewer than for a year earlier. The inactivity rate (the proportion of people aged from 16 to 64 who

were economically inactive) is 21.6%, slightly lower than for July to September 2016 (21.7%) and

lower than a year earlier (21.8%).

Non-UK Nationals
In the last year, the number of non-UK nationals working in the UK increased by 233,000 to 3.48

million. Of these workers, 2.24 million are from the EU. This represents 7% of the UK workforce

who may be adversely affected following Brexit.
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Employer outlook

Overall

31% of employers believe economic

conditions are getting worse, yet 30%

believe they are improving.

76% of employers believe that UK

economic conditions in 2017 will be more

challenging than in 2016, however 74%

also think their business will perform

better in 2017 than in 2016.

34% of employers expect confidence in

hiring and investment decisions to get

better. This is down from 42% in the

month before the EU referendum.

58% of employers increased pay in the

last 12 months.

69% of employers across the UK

expressed satisfaction with the

candidates presented by recruitment

agencies.

Permanent

21% of employers plan to increase their

permanent headcount in the short term,

down from 24%.

24% of employers plan to increase

permanent headcount during the next

year, while only 2% of employers plan to

reduce headcount.

50% of employers anticipate a shortage

of candidates for permanent hire,

primarily within engineering & technical

roles.

26% of large employers (250+ staff)

made redundancies in the last year.

24% of large employers have reduced

hours, compared to 12% of respondents

as a whole.

Temporary

36% of employers anticipate a shortage

of suitably skilled candidates for

temporary agency work.

14% of employers plan to increase the

number of agency workers in the next

three months, with only 5% of employers

planning a reduction in agency

headcount.

36% of UK hirers expect a shortage of

candidates, with construction continuing

to top the agency worker skills areas

of concern.

24% of employers believe that temporary

agency worker pay rates were higher

than those of their permanent

counterparts.
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Employer legislation

Apprenticeship levy

In spring 2017 the way the Government funds apprenticeships

in England is changing. Some employers will be required to

contribute to a new apprenticeship levy, and there will be

changes to the funding for apprenticeship training for all

employers.

The Government is introducing the apprenticeship levy on 6

April 2017. The levy requires all employers operating in the UK,

with a pay bill over £3 million each year, to invest in

apprenticeships.

Employers with an annual pay bill (PAYE) of more than £3

million will need to contribute the equivalent of 0.5% of their

total pay bill in to the apprenticeship levy.

The Government is confident that a greater investment in

apprenticeships will lead to economic growth and increased

productivity in England.

Modern Slavery Act 2015

“An Act to make provision about slavery, servitude and forced

or compulsory labour and about human trafficking, including

provision for the protection of victims; to make provision for an

Independent Anti-slavery Commissioner; and for connected

purposes.”

Any business that operates within the UK and has a total

turnover above £36 million will need to publish a ‘slavery and

human trafficking’ statement. The statement should disclose the

steps your business has taken during the financial year to

ensure that slavery and human trafficking is not taking place in

your own operations and, importantly, within your supply chain.

The Act states that businesses should publish their statements

as soon as reasonably practicable after the end of each

financial year (ending on or after 31 March 2016).
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Engineering overview & outlook

Spring 2017

“With engineering contributing over a quarter of the 

UK’s GDP, needless to say it’s an essential industry 

the UK needs to grow. However, to continue to 

grow we all have a responsibility to attract more 

engineers to plug the skill shortages if we’re going 

to be at the forefront of the industry.”

Alex Downard, Operations Director
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There are 5.7 million people

employed by engineering enterprises

in the UK, and with every extra

person employed in engineering it

supports another 1.74 jobs.

Engineering contributes 26% of the

UK’s GDP which is more than the

retail, wholesale, financial and

insurance sectors combined.

Manufacturing is one of the UK’s

largest economic sectors, despite

automation having reduced its

employment footprint. 2.7 million

people are directly employed in the

UK’s manufacturing industries, and it

is responsible for around 50% of the

UK’s exports. Over 66% of UK

business investment in research and

development is in manufacturing.

Over the past year, London saw a

3.6% growth in employment numbers.

London also had the strongest growth

across the last seven years (over

17%). The South East, Scotland and

the East Midlands also saw growth of

over 3%. Overall, all English regions

and UK nations except Northern

Ireland saw growth.

Less than 1 in 8 of the engineering

workforce is female; according to the

Engineering UK report, boys are 3.5

times more likely to study A-level

Physics than girls; and 5 times more

likely to gain an engineering and

technology degree.
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Engineering overview

Engineering contributed £486 billion to UK GDP in 2015.
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According to the Engineering UK 2017 report, the industry

is going to require 265,000 skilled entrants – including

186,000 engineers – every year through to 2024 to meet

demand. However, the proportion of young workers (aged

under 25) is continuing to decrease causing fears that the

industry will not be able to meet this demand.

It’s projected that there will be around 41,000 UK nationals

entering the industry annually. Graduates from other

countries could potentially add a further 40,000 to the

engineering supply. This would give a total supply of

workers with high level skills of just over 81,000. Even with

these assumptions, the projected supply will fall short of

demand by around 20,000 per year.

To help boost numbers it’s highly relied upon that

international people with key skills are able to move to the

UK to study or work to protect the engineering sector’s

contribution to the UK economy. Once the UK leaves the

EU this will (likely) prove to be more challenging, therefore

making engineering a more attractive prospect to skilled

people is essential. Retaining talent is also imperative as

well as upskilling people.

Engineering apprenticeships surged by 15% to 108,000

apprenticeships starting in 2015.

Engineering outlook

265,000
skilled 

entrants 

needed every 

year

15%
Apprenticeships 

increase in 

2015

5.7m
employed 

within UK 

engineering

41,000
UK nationals 

enter industry 

every year



Aviation overview & outlook

Spring 2017

"The aviation industry is an important cornerstone in 

the UK economy and as a business we are seeing a 

continually high demand for engineers. The 

Heathrow airport expansion plans and the £400m 

fund for aviation research and development show 

that the UK is continuing to be taken seriously as a 

hotbed of global aviation.”

Steve Howard, Operations Director
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Aviation overview

The aerospace sector employs 128,000

people directly and a further 154,000

indirectly. 59,000 jobs are provided in

the South West of England alone, an

aerospace hot spot in the UK.

The UK currently supplies parts for the

European aerospace industry but may

now find it more difficult following Brexit

to be considered for new projects.

Two key areas of negotiation will be the

UK’s continued access to the European

market and the free movement of

labour. Europe is an important market

for the UK aerospace industry, both for

imports and exports and as a labour

market.

According to ADS Chief Economist, UK

exports to Europe were worth around

£27 billion, of which 30% (£8 billion)

was related to aerospace. There were

also currently 128,000 EU citizens

working in the UK, of which 7%

(16,000) were in aerospace.

Exporting is going to become more

complicated as the UK will need to set

up multiple trade agreements with

different countries.
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The first Carbon60 aviation salary 

survey has been published! 

Please click the image above or visit 

www.carbon60global.com to 

download the results.

New Airbus wing facility

Construction has started on revolutionary 

new wing development facility at Airbus 

in Filton. This will be the proving ground 

for future technologies, new materials 

and manufacturing techniques, as well as 

novel and more efficient testing 

processes. 

http://www.carbon60global.com/insight/pages/aviation-salary-survey-2017.aspx


analytics@carbon60global.com

Carbon60global.com
12

A recent forecast is for airlines to make a global profit of

£23.9 billion in 2017, however half of this is from North

America alone, with Europe - and it’s similar sized market –

will make just £4.5 billion. The expansion at Heathrow is

predicted to benefit the economy by £61 billion.

The government has created a £400 million R&D fund for

the aviation sector, which will make up a part of the £4

billion joint R&D commitment up to 2026.

A slight recovery after a slowdown in 2016 will primarily be

due to aircraft production levels resuming growth in 2017,

driven by strong demand for next-generation aircraft and

growing passenger traffic, especially in the Asia-Pacific and

the Middle East regions.

Consumers are benefitting from lower real travel costs and

more routes, and will spend 0.9% of world GDP on air

transport in 2017.

Farnborough Airshow 2016 had a hugely successful year

with orders totalling £99.5 billion being generated.

Aviation outlook

Heathrow airport expansion

IATA have projected that even in a ‘Hard Brexit’ scenario, the UK is still

going to see a high demand for air transport over the next 20 years where

passenger numbers will grow by at least 90 million. In order to meet this

expected demand and fulfil the need to trade more widely with the world

following Brexit, the UK urgently needs new airport and airspace capacity.

A third runway at Heathrow airport has been proposed, however the

projected cost of £17 billion is causing concern. An affordable Heathrow

expansion is essential if a post-Brexit UK is to be a competitive business

and tourism location. By working with the airport to focus on a realistic cost

proposals, the airline industry can help to play its part in delivering robust

and sustainable future air connectivity for the UK.

The last Concorde ever to fly has safely completed her journey to Aerospace Bristol, a new £19m museum 

located at the former Filton Airport, Bristol, due to open summer 2017.



Construction overview & outlook

Spring 2017

"The construction industry continues to

increase it’s overall output, thanks mainly to the

increase in new housing and despite the aging

workforce and skill shortages. However going

forward, schools, universities and the

companies themselves need to do more to make

working in the construction & engineering

industries more attractive to newcomers,

something Laing O’Rourke are being proactive

about with their 10-point plan”

Alex Downard, Operations Director



analytics@carbon60global.com

Carbon60global.com

Construction overview

Construction output in the UK is over £110 billion per

annum which makes up 7% of the UK’s total GDP.

December 2016 construction output rose by 1.8%

compared with November which was largely due to new

work which was up 2% from the previous year.

Compared to the previous year, output was up 0.6% with

new housing (private & public) being the main driver with a

combined 14.5% increase.

Private commercial work expanded by 5.2% in December

which was another one of the main drivers in construction

growth.

However infrastructure fell for the eleventh executive

month, dropping 10.2% since December 2015.
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Sector output Q4 2015 to Q4 2016 comparison
Galliford Try lands Airbus facility

Galliford Try has been appointed by Airbus UK to build 

a wing testing and development facility at its Filton base. 

The project, worth more than £25m to the contractor, will 

create an advanced development and testing centre for 

large structural parts involved in the manufacture of aircraft. 
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This time last year, the CPA economists were confident that

total construction output would grow 4.1% in 2017, 4.2% in

2018 and 4.0% in 2019, not recognising that the EU

referendum could alter their predictions. Now the CPA predict

construction output to grow by 0.8% in 2017, 0.7% in 2018

and 2.2% in 2019, a far cry from their original forecast.

In 2016, the government released a new National

Infrastructure Delivery Plan which collates its plans for

economic infrastructure through to 2021 together with those to

support delivery of housing and social infrastructure. The plan

includes a commitment to invest over £100 billion, alongside

significant private sector investment, to support growth and

create jobs in the short term as projects are built.

Construction outlook

Plugging the skills gap

Laing O’Rourke put together a 10-point plan to attempt to plug the skills 

gap in the industry. These mainly focus around attracting new workers to 

the industry such as introducing GCSEs and A-levels in design, 

engineering and construction, a broader range of improved careers 

advice for construction and engineering, and to flex the government’s 

planned Apprenticeship Levy and reduce delays to approval of 

‘Trailblazer Apprenticeship’ standards.

4.10% 4.20% 4.0%

0.80%

0.70%

2.20%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

2017 2018 2019

CPA forecasts - Construction output

Last forecast Recent forecast



Defence overview & outlook

Spring 2017

“Funding in the UK defence sector is an ongoing 

challenge that will continue in the coming years. The 

drop in the value of the GB pound versus the US dollar 

by 20% has exacerbated the problem of defence 

inflation. We’ve had to adapt with the changing times 

and focus on providing value to our customers. There 

is a continued focus on cyber security where demand 

for key skills remains unrelenting . Recent investments 

in UK operations from key players such as Boeing, 

Leonardo and BAE are positive indicators that the UK 

will be a key location for global players.”

Nick Parker, Operations Director
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The Defence industry has an annual turnover of £65 billion, an

export market worth £35 billion; supports 900,000 jobs across

the country and has created over 10,000 apprenticeships.

The UK’s defence budget for 2016 was £43 billion which is the

third largest defence budget globally. £27.7 billion will be

invested to reinforce its military forces during 2016 and 2017.

The majority of the defence spending by the UK will likely be

on surface ships and submarines, land equipment, new

precision weapons, such as the Common Anti-Air Modular

Missile (CAMM) as well as a new anti-surface guided weapon.

Post the Brexit vote, the pound sterling has depreciated, which,

in turn, is expected to boost UK’s exports as they become

more competitive. Domestic companies have already started

eyeing opportunities to sell their military equipment in overseas

markets as their products potentially become more price

competitive.

The impact of the result of EU referendum in June has already

been seen in the European Union’s decision to raise its military

research budget for the first time in six years after UK dropped

its opposition to the plan. In November, an increase to the

2017 funding of the European Defence Agency by 1.6%, in line

with inflation was agreed, rising from €30.5 million to €31

million.

31,000
32,000

33,000

34,000

35,000

36,000

37,000

38,000

39,000

40,000

41,000

Defence spending in the UK (£millions)
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Defence overview
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Defence outlook

54%

44%

2%

UK Defence workforce

Direct In-direct Apprentices

Jobs

Boeing Defence plans to base its UK operations at the Ministry of 

Defence airbase eight miles north of Salisbury. The leading 

manufacturer of commercial and military aircraft is looking to expand its 

UK workforce from 1,300 to 4,000 by 2025.

The MOD has signed a £271 million deal with Leonardo Helicopters to 

continue to support Wildcat helicopters, safeguarding hundreds of high-

skilled British jobs. 80% of the 500 or so jobs will be at Leonardo’s 

facilities in Yeovil and Royal Naval Air Station Yeovilton, the home of 

Wildcat training and maintenance in the UK.

In December, BAE Systems opened their new £15.6 million training 

academy in Lancashire. The Academy for Skills & Knowledge (ASK) as 

well as training all the apprentices and graduates in the company’s 

military aircraft business, the academy will act as a collaborative skills-

hub for the North West’s engineering and manufacturing sector, offering 

an education centre for school children.



analytics@carbon60global.com

Carbon60global.com
19

Information sources

https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/grossdomesticproductpreliminaryestimate/octtodec2016
http://news.sky.com/story/uk-gdp-growth-set-to-slow-over-next-two-years-10750915
https://www.theguardian.com/business/2017/feb/14/uk-inflation-rises-to-18-spurred-by-weak-pound-and-rising-fuel-costs?utm_source=esp&utm_medium=Email&utm_campaign=Brexit+briefing+2016&utm_term=214234&subid=19802362&CMP=ema-3239
https://www.internationalairportreview.com/news/31604/heathrow-expansion-brexit/
http://www.constructionenquirer.com/2016/12/16/galliford-try-lands-airbus-new-wing-testing-facility/
https://www.aerosociety.com/news/farnborough-what-does-brexit-mean-for-the-uk-aerospace-industry/
http://www.itv.com/news/westcountry/2017-01-09/hundreds-of-aviation-jobs-saved-in-somerset/
http://www.nesglobaltalent.com/media/press-releases/uk-aerospace-industry-2016-and-beyond
http://www.businesscloud.co.uk/magazine/inside-bae-systems-high-flying-academy
https://www.contracts.mod.uk/do-features-and-articles/brexit-the-impact-on-the-defence-industry/
https://www2.deloitte.com/content/dam/Deloitte/uk/Documents/manufacturing/deloitte-uk-ad-outlook-2017.pdf
https://www.designingbuildings.co.uk/wiki/UK_construction_industry
http://www.theconstructionindex.co.uk/news/view/brexit-prompts-more-growth-forecast-revision
http://www.theconstructionindex.co.uk/news/view/laing-orourke-skills-plan-calls-for-direct-employment
http://www.constructionenquirer.com/2016/12/16/galliford-try-lands-airbus-new-wing-testing-facility/
https://www.theengineer.co.uk/this-weeks-poll-rolls-royce-and-the-weak-pound/
https://www.theengineer.co.uk/annual-state-of-the-industry-report-raises-familiar-skills-fears/


Best 

Construction & 

Engineering 

Recruitment 

Agency 2016

Carbon60 is a specialist in providing flexible and cost effective engineering and technical 

people solutions on an international scale. We work in partnership through a combination of 

recruitment, managed services and outsourced projects to help connect the best industry 

professionals and teams to dynamic businesses across aviation, construction, engineering and 

technology.
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Contact us

Best 

Construction & 

Engineering 

Recruitment 

Agency 2016

01329 227048

01329227037
01329227037
https://www.facebook.com/carbon60Recruitment
https://www.facebook.com/carbon60Recruitment
https://twitter.com/carbon60global
https://twitter.com/carbon60global
mailto:analytics@carbon60global.com
mailto:analytics@carbon60global.com
https://www.linkedin.com/company/126811
https://www.linkedin.com/company/126811
http://www.carbon60global.com/pages/default.aspx
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