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China offers major opportunities for UK companies across the manufacturing value chain according to new University of Cambridge study

China is rapidly developing new capabilities across the manufacturing value chain, beyond its established role in mass production, according to a new University of Cambridge report. The study, by researchers at the Institute for Manufacturing’s Centre for International Manufacturing (CIM), identifies many new opportunities for UK companies as a result of China’s continued rapid economic growth.

The report’s publication follows a recent call by prime minister Gordon Brown to double Britain’s exports to China over the next 18 months – from £5 billion to £10 billion. Last November the Chinese authorities announced a £400 billion fiscal stimulus which, it is believed, will help create business for British firms.

The Cambridge University report,  ‘Understanding China’s manufacturing value chain’, includes case studies in White goods, TFT-LCD and Pharmaceutical sectors. It maintains that opportunities for UK firms exist across the manufacturing value chain in China. These include:

· Forming partnerships with new Chinese centres of expertise in R&D, production and service 

· Supporting China’s increasing internationalisation by sharing UK skills in the management of multi-domestic operations and Mergers & Acquisitions 

· Building partnerships between UK and Chinese universities, providing opportunities for technology transfer and training

· Engaging with the relatively immature Chinese service sector

While great opportunities are available in cases where particular synergies exist, the report also identifies some risks for UK companies hoping to engage with Chinese organisations. These include intellectual property protection, which the report says needs to be considered carefully. Some foreign multi-nationals and flagship Chinese firms are developing a range of novel approaches to protect their technologies and brands it reveals.

China’s growing manufacturing capabilities are part of a drive by China to extract greater benefit from its manufacturing sector. Many Chinese firms which started as a regional distributor or contract manufacturer are rapidly moving into adjacent, more value-added positions in the value chain including design or manufacture of their own branded products. 

China is making serious investments in many sectors, including aerospace, ship building, steel, IT and telecommunications. Several flagship Chinese companies are providing examples for others to follow and this, coupled with heavy state investment in industry, research and education, means that China is expected to develop its industrial capabilities much faster than other developing economies. Many state-controlled enterprises have grown dramatically with 14 Chinese state industries present in the Fortune 500 list.

Dr Jag Srai, Head of the Centre for International Manufacturing and one of the report’s authors, said: “The report identifies the opportunities for British firms to engage productively with China and the methods used by firms for managing the complexities and risks. It provides some of the mechanisms for ways in which the UK government could achieve its ambition to double exports to China in the next 18 months.”

Notes to Editors

1. For further information, and to obtain a copy of the report, please contact: IfM Communications Manager Clare Gilmour: clare.gilmour@eng.cam.ac.uk 

Dr Jag Srai is available for interview.

2. Further copies of the report are available from the Institute for Manufacturing via its website at: http://www.ifm.eng.cam.ac.uk/cim/valuechain_report.html
3. The report is based on case studies with selected China-based companies including interviews with senior operations management on the development of their manufacturing value chains. The analysis has also been informed by discussions with senior Chinese policy makers and academics on trends and future priorities. The work was supported by the British Embassy, Foreign and Commonwealth Office Science and Technology Unit.

4. The report builds on the IfM’s input to the UK’s review of science and innovation policies (‘The Race to the top’, Lord Sainsbury, 2007). The project team used a structured approach to review the changes and inter-linkages between value chain stages of key sectors and companies.
5. The Centre for International Manufacturing (CIM) is one of several research centres within the University of Cambridge Institute for Manufacturing (IfM). CIM focuses on applied research in close collaboration with industrial partners. The centre has developed a strong academic-industrial community and provides expertise and a range of industrial services in the areas of international manufacturing and supply networks, particularly capability development, network configuration and design, and key trends and implications for industry. Further information about the IfM and the Centre for International Manufacturing can be found at: www.ifm.eng.cam.ac.uk

