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The 2026 State of
UK Manufacturing

Operational Excellence, Lean Leadership, and the
Transition from Scale to Standards.
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A message from
Mark Hutchinson

CEOQO, Hutchinson

In 2026, manufacturing isn't just about who has the biggest
machines; it’'s about who has the best systems and the most
disciplined leadership. This year, 65% of UK manufacturers believe
opportunities will outweigh risks, but that optimism is reserved for
those who prioritise operational excellence over transactional
growth.

At Hutchinson, we've spent 2025 documenting the 'Benchmark.
We've seen that the divide in our industry isn't between the large
and the small, it's between those who run on chaos and those
who run on systems. This report is a reflection of everything we've
learned scaling from a family-run shed to a 180,000 sq ft facility,
and where we see the industry heading next in 2026 and beyond.
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UK manufacturing continues to operate in conditions
of persistent uncertainty.

Global supply chains remain exposed to geopolitical risk. Energy
markets fluctuate faster than contractual frameworks can absorb.
Regulatory expectations continue to evolve. At the same time,
customer tolerance for delay, variability, and inconsistency has
reduced significantly.

Rather than destabilising the sector, this environment has forced a
recalibration. Manufacturers are no longer planning for stability. They
are planning for continuity under pressure.

This shift has changed how performance is evaluated. Traditional
indicators such as output volume and year-on-year growth are
increasingly accompanied by questions of repeatability, recovery time,
and system robustness.

Across UK manufacturers, a common leadership question has emerged:

How do we maintain operational discipline when conditions are
unstable by default?

The 2026 Manufacturing
Operating Environment



From Growth Led Strategy to secton2 1
Resilience Led Performance

For much of the previous decade, manufacturing @
strategy was dominated by growth metrics.

. _ , L o Resilient organisations demonstrate:
Capacity expansion, market diversification, and capital investment were

pursued aggressively, often supported by favourable financing

conditions and global demand. Stable lead times under fluctuating demand

Consistent quality during periods of stress
Low dependency on single individuals or functions
Disciplined decision-making when trade-offs arise

By 2026, this narrative has shifted.

Growth remains important, but it is no longer the primary indicator of

organisational strength. Instead, leaders are placing increased Resilience is not achieved through contingency
emphasis on the organisation’s ability to absorb disruption without planning alone. It is designed into systems,
degradation of standards. behaviours, and leadership expectations.
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The 2026 Macro View
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VS
Export Softness
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The Bullish Market

The UK Manufacturing PMI hit a 17-month high of 51.6 in
January 2026, marking the strongest improvement in business
conditions since mid-2024.

Domestic vs. Export Reality

Total order book balances improved to -30 in January (up from
-32 in December). While this still reflects a decline, output
volumes are picking up, and manufacturers are now planning
for the first rise in new export orders in four years.

The Opportunity Gap

According to the PwC Executive Survey 2026, 65% of
manufacturers believe opportunities in 2026 outweigh the risks,
and 68% plan increased investment in new product

development.



The Philosophy: Why Programmes Fail and Behaviours Last

Most manufacturing businesses treat
Lean as a "project’—a programme with
a start date, a set of checklists, and a
"programme manager" who carries the
burden of its success. This is where
excellence goes to die. When Lean is
an external "add-on," it becomes a
chore that employees perform only
when a manager is watching. At
Hutchinson, we've inverted this. We
believe that Lean is not something you
do, it is the lens through which you
make every decision, from the
boardroom to the laser bed.

Lean as a Leadership Operating System

True Lean Leadership isn't about
micromanaging a process; it's about
removing the barriers that prevent your
team from taking ownership of their
own excellence. It requires a transition
from a "command and control” style to a
‘coach and mentor" mindset where
leaders go to the place where the work
actually happens, not to find fault, but
to find opportunities for support. By
helping every employee understand the
"Why" behind a procedure, you move
from a culture of compliance to a
culture of contribution.

Section 3 | : |



Accountability is the Bedrock of Excellence

In 2026, the benchmark for manufacturing
is defined by Predictability. You cannot
have a predictable output with an
unpredictable culture. This is why we
reframe Lean around the behaviour of

A\ Individual Accountability. We've moved
away from standard "checklists" and toward
"Behavioural Standards” where every team
member is empowered, and expected, to
stop the line if quality is at risk.

Last year, our team raised and delivered over 550 staff-led

“Get’er Dones”, improvement ideas created when Why Lea n

employees spot an issue and see a simpler or better way of

Accountability at Hutchinson isn't about
assigning blame; it's about fostering a
"People-First" ownership where everyone
understands exactly how their role
impacts the final result for the customer.
When a leader models this by owning
their own mistakes and transparently
discussing failures as lessons, it gives the
entire organisation the psychological
safety to innovate. We don't manage by
reports; we lead by presence, ensuring
that our systems serve our people, not the
other way around.

IS

working, generating more than £150k in savings through
productivity gains and easier processes. A Sta n d a rd Section 3 I|I
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Operational margin for error has narrowed.

Compressed lead times, volatile input
costs, and heightened customer

expectations mean that delays in decision-

making now carry disproportionate risk.

The Leadership Shift

High-performing manufacturers are reframing Lean
as a leadership system rather than an improvement
programme.

This shift is characterised by:

e Decision ownership moving closer to the work.

e Protection of standards even when output is
threatened.

e |eaders modelling behaviour before enforcing
process.

Lean becomes a lens through which decisions are
made, not a project to be completed.

Section32 | : 1

Hutchinson in Practice

At Hutchinson, Lean is embedded through
expectation rather than initiative.

Leadership alignment precedes operational
enforcement. Behavioural standards are agreed
before technical standards are applied.

This creates an environment where predictability is
maintained without rigidity, enabling scale without
sacrificing responsiveness.

> Why This Matters In 2026



The Talent M
Inbound Strategy

The Macro Real |‘ty A Sector at a Crossroads The Vacancy Pressure The Retirement Battle
As we enter 2026, the UK manufacturing labour market is no longer in a One in four UK job adverts now relate By 2026, nearly 20% of the current UK
"shortage"—it is in a period of structural recalibration. While headline vacancy to engineering-led sectors, engineering workforce (approximately
figures show a moderate decline to 734,000 total UK openings, demand for underscoring a sustained demand for 91,000 engineers) is projected to retire,
business-critical engineering roles tied to delivery, maintenance, and specialist talent that far outstrips the taking decades of "shop floor intuition”
automation remains at an all-time high. For the strateqic leader, the crisis is not current pipeline. with them.
just finding people, but the accelerated loss of institutional knowledge as the
"Retirement Cliff" approaches. The Productivity Tax The Misalignment
Labour shortages are now a primary While 60% of hiring managers report
@ driver of industrial stagnation; extreme difficulty recruiting, 39% of
manufacturers frequently cite the rising active engineering professionals are
Declining Workforce cost and scarcity of skilled labour as JOb hunting, indicating a deep
@ the central barrier to fulfilling contracts disconnect between traditional “job
T and maintaining daily operations. posts” and what elite talent actually
Increasing Skills Gap values.

- gl  Exodus (Retirements)
, [
A~~~ Vacuum (Vacancies) Section4 | 0 ]



. The Hutchinson
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Academy

Stewardship as a Competitive Advantage

Hutchinson’s precedent is built on the
belief that you cannot "buy" a culture of
excellence in a tight market; you must
engineer it. Steering away from
transactional hiring, towards a model of
Skills Stewardship, where the business
acts as a permanent incubator for
technical talent. By positioning the
Creighton Hutchinson Academy as a
place where legacy skills meet future
technology, we turn the industry's
labour "crisis" into our strongest
differentiator.

The Academy Blueprint

The Creighton Hutchinson Academy
provides comprehensive training
programmes, mapping out clear career
paths to ensure personal and
professional development is never left
to chance.

The Digital Bridge

While 74% of employers identify
advanced digital skills as business-
critical, only 39% prioritise them for
training. We close this gap by
integrating digital literacy directly into
our apprenticeship curriculum.

Benchmark Results

As a result of this "People-First"
commitment, over 35 of our 180+
employees have been with the
business for more than 10 years,
providing a stable foundation for
strategic growth.



In an era of Al-generated content and over-polished Section 42 I:I
corporate marketing, authenticity has become the

scarcest commodity in manufacturing. We believe that

culture is not what you write on a reception wall; it's what

happens on the shop floor when no one is watching.

Radical Transparency as Strategy Belonging to a Standard

Most manufacturers view their internal By 2026, top-tier talent isn't just
processes as trade secrets. We view looking for a competitive salary; they
our openness as a competitive signal are seeking a standard to belong to.

of our confidence.
We position Hutchinson as a Steward

If a peer can see our systems and still of Place, ensuring that every employee
cannot replicate our results, it proves understands how their individual craft
that our culture—not just our contributes to a global supply chain.

equipment—is the true moat.

- Culture and
Operations
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Technology, Systems, and
Predictability

Industry Reality Hutchinson in Practice
Investment in automation, digital Hutchinson'’s investment decisions
systems, and advanced manufacturing prioritise system integration over
technologies continues to accelerate standalone capability.

across the UK.
Advanced automation is deployed to

Across the industry, the performance enhance human performance, reduce
gap between organisations using variability, and improve flow stability
similar equipment is often driven by rather than replace experience.

how effectively technology is
integrated into existing systems and
behaviours.

Why This Matters

When technology is layered onto unstable processes, variability is amplified rather than
reduced. Predictable performance emerges when technology supports clear workflows,
defined decision rights, and disciplined execution.

The highest-margin outcome in manufacturing is not speed alone, but reliable
repeatability.




Engineering Innovation

Innovation in manufacturing is often mistaken for the cold pursuit of novelty or the mere
replacement of hands with machines. At Hutchinson, we view it through a different lens: People,
Purpose, and Performance. For us, innovation is the human act of asking, "ls there a better way for
our people and our customers?”. It is the relentless "can-do" attitude that led us from a one-man
shed in 1971 to a world-class facility today.

Innovation Supports Enhancing, Not Replacing

Standa rd S, NOt Speed We don't invest in automation to remove the person from the process; we

fOr Speed's Sa ke invest to enhance the human ingenuity that is our greatest strength. By
automating repetitive, strenuous tasks, we free our team to focus on the

complex problem-solving and craftsmanship that a machine can never
replicate.

Collective Intelligence

We believe progress comes from experience, not theory. The way we work is
shaped by the combined knowledge of people who have spent years on the
shop floor, in engineering teams, and solving real operational problems. By
bringing that experience together, we make better decisions, move with
intent, and focus on what actually improves performance.

Section 6 | : 1




Simplifying Excellence

Enhancing the Craftsman

We invest in state-of-the-art
automation, including Europe’s
most advanced laser storage
systems, not to replace people, but
to provide them with the best
possible tools to succeed.

Section7 | : Il

Thinking Differently

Innovation is about practical
solutions—from small tweaks on the
floor to a complete rethink of a
supply chain.

A Sustainable Legacy

As a family business, our view of
innovation is tied to the next b0
years. Every technical advancement
is a commitment to reducing our
footprint and ensuring we remain a
trusted partner.



Technical Truths ©

Predictability is the highest margin
product you can sell.

Training Time

We totalled 11,000 employee training hours in 2025. That's
enough time to watch the entire Star Wars saga 500 times
(or roughly 5 years of full-time university study invested in
our team).

Hutchinson accumulated 4,825
hours of precision cutting in 2025.

That’s similar to cutting steel every working hour Steel Processed

for over 2 years. 4,029.25 tonnes of steel processed in 2025. That's the
same weight as around 2,500 tractors (or roughly 27,000
sheep).

Design Hours

In 2025, we spent 7,680 hours designing unigue solutions,
equivalent to one person designing non-stop for nearly 11
months straight.

Section 8 | : 1
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Industry Reality

Sustainability expectations have shifted from reputational
consideration to operational requirement. Global customers
increasingly assess suppliers based on environmental performance,
traceability, and long-term risk exposure.

Compliance is now the baseline. Differentiation lies in how sustainability
is embedded into operational decision-making.

Hutchinson in Practice

Sustainability at Hutchinson is treated as a systems challenge, not a
communications exercise. Operational efficiency, energy management,
and waste reduction are pursued as drivers of resilience rather than
isolated targets.

Hutchinson’s Global Impact

20 global firms supplied to in 2025. From Northern Ireland
to the world; our work is out there getting things done.

Sustainability as an
Operational Requirement
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Integration,
Flow, and the
8 One Roof Model (&)

Fragmented workflows
introduce risk at every handoff.

General MP ]

Integrated operations reduce
dependency, improve visibility, and
strengthen accountability.
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Hutchinson'’s integrated facility model
allows control of quality gates, improved
coordination, and reduced decision
latency across the value chain.




Industry Reality

Across UK manufacturing, leadership This ambiguity is rarely intentional. It is
accountability is one of the most often the cumulative result of growth,
frequently discussed — and least complexity, and legacy behaviours
consistently defined — operational layered over time.

variables.

As organisations scale, decisions move

In many organisations, accountability is further from the work. Authority
described in role profiles and becomes distributed without clarity.
governance structures, yet becomes The result is not empowerment, but
diluted in practice. Decision rights are hesitation.

unclear. Escalation paths are informal.
Standards are selectively enforced

depending on pressure, personalities, or
short-term commercial considerations.

Leadership Accountability

and Decision Discipline

|
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Hutchinson
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Decision Discipline

As an Operating Capability

High-performing manufacturers Decision discipline does not eliminate debate. It creates
treat decision-making as a system, clarity around when debate ends and execution begins.

not a personality trait.
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Agreed escalation

triggers based on standards, not
hierarchy

Consistent consequences

when standards are compromised
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Leadership Behaviour Under Pressure

Pressure exposes leadership behaviour.

When output is threatened, leaders Conversely, when leaders model calm, consistent
reveal whether standards are decision-making, especially in moments of constraint,
conditional or absolute. Inconsistent accountability strengthens across the system.

responses to similar issues send
powerful signals to teams about
what truly matters.

In organisations where leadership
behaviour varies under pressure:

Teams become risk-averse

Issues are hidden rather than
surfaced

Accountability shifts downward
without authority
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The 2026 Leadership =
Clear ownership of standards
Discipline under pressure
High performing manufacturers
consistently demonstrate: - Investment aligned to human capability
t . Willingness to trade short-term gain for

long-term stability



Seeing Systems

In Practice
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Many of the principles outlined in
this report are best understood in
live operating environments.

Observation of real workflows, leadership
interactions, and system design provides
insight that cannot be fully captured on
the page.

This belief underpins Hutchinson'’s
commitment to industry engagement and
openness.



Invitation: The
Hutchinson Lean Tour

Hutchinson hosts practitioner-led Lean Tours for
manufacturing leaders seeking practical insight into
system-led performance.

These sessions focus on;

Leadership behaviour in context
Operational decision-making
System integration

Long-term capability design

Register Your Interest

@ Book your place on a Lean Tour

Lean Tours | : |



https://www.hutchinson-engineering.co.uk/lean-tours
https://www.hutchinson-engineering.co.uk/lean-tours
https://www.hutchinson-engineering.co.uk/lean-tours
https://www.hutchinson-engineering.co.uk/lean-tours

[ : ! Hutchinson @

Thank You.

UK manufacturing in 2026 is not defined by a single
trend or technology. It is defined by the quality of
decisions made under pressure, the systems that
support those decisions, and the leadership
behaviours that sustain them. The organisations

e setting the next benchmark will be those that design

Get In Touch

Chat on WhatsApp: 447951371273 0 . ) o
PP for resilience, act with discipline, and lead with intent.

hutchinson-engineering.co.uk

This report is intended as a contribution to that

8 info@hutchinson-engineering.co.uk
ongoing industry conversation.

@ Follow Hutchinson on LinkedIn



https://wa.me/447951371273
https://www.hutchinson-engineering.co.uk/
mailto:info@hutchinson-engineering.co.uk
https://www.linkedin.com/company/hutchinson-engineering/
https://www.linkedin.com/company/hutchinson-engineering/
https://wa.me/447951371273
https://www.hutchinson-engineering.co.uk/
https://www.linkedin.com/company/hutchinson-engineering/

Appendix

References & Trusted Sources

CBI Industrial Trends Survey (January 21, 2026): Reports that the UK'’s total order
book balance improved to -30, surpassing analysts' forecasts and signaling a slowing
pace of decline.

S&P Global UK Manufacturing PMI (January 23, 2026): Confirms a rise to 51.6,
driven by the largest increase in production since October and a recovery in sales
pipelines.

Make UK / PwC Senior Executive Survey 2026 (January 12, 2026): Highlights that
65% of leaders are bullish on 2026 and that 68% are specifically increasing
investment in new product development to stay competitive.

S&P Global / Chartered Institute of Procurement & Supply (CIPS): This is the
industry’s most widely accepted short-term performance indicator and is regularly
cited by Make UK the Financial Times, and UK government briefings.

Confederation of British Industry (CBI): CBI balance data should always be framed
as directional, not absolute growth.

CDP (formerly Carbon Disclosure Project): Decarbonisation of Industrial Supply
Chains.

Senior Executive Survey 2026 (January 2026): This is a gold-standard UK
manufacturing leadership survey and fully appropriate for executive-level reporting.

Engineering & Manufacturing Workforce Report (latest edition): One in four UK
job adverts relate to engineering-led roles.

Office for National Statistics (ONS) — Labour Force Survey: Nearly 20% of the UK
engineering workforce projected to retire by mid-to-late 2020s. Approximation of
~31,000 engineers.

UK Vacancy Survey: Headline vacancies declining to ~734,000.

World Economic Forum: 74% of employers identifying advanced digital skills as
business-critical.

Harvard Business Review: | ean leadership, Variability, throughput, and decision
latency.

MIT Sloan Management Review: Systems leadership, Organisational resilience.
McKinsey Global Institute: Manufacturing Productivity and Digital Operations

This report combines publicly available industry research, recognised thought
leadership, and Hutchinson Engineering’s internal operational benchmarking. Where

projections or directional indicators are used, they are presented to illustrate industry
trends rather than precise forecasts.
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